




rhe two Lai (I) s 


, Tuis journal does not have iti"iaan 
ofthe year.” 'If it ware it* practice to 
■ nominate some one, its choice on this 

xasjtS»i.would promptly fall on "The Two Lai (l)s’\ Mr K.B. Lall, ottr Ambassador 
i Brussels, and Air Chief Marshal P.C. Lai, lately of the Indian Ait Force and cur¬ 
se tly With the Indian Airlines, 

If the commercial cooperation agreement signed last,month between the European 
Economic Community and India owes its being to one pension more than any other, 
.at person definitely is Mr K.B. Lall. ■* For some seven strenuous months he had been 
ishing and pulling the government of India as much as, the governments in the Commit* 
ty,into negotiations for a meaningful, larger-thao-trade treaty that could open a new 
base of commercial and more general economic cooperation between the nations of 
sstern Europe and india. Realizing earlier than most others that the Generalized 
vhe me of Preferences by itself could bring but limited benefit to the trade of India 
jth ; \he Community he had set himself the task in Brussels of campaigning for a frame¬ 
work, of understanding which could link creatively the industrial and export potential 
<f India with the dynamic growth of the import sector of the world's largest trading 
fgiotml complex. 
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', One of his problems here was the difficulty he had in convincing the EEC that the 
jvernment of India itself was in dead earnest about a forward-looking commercial 
Operation agreement which would not merely help to bridge India’s chronic trade defi- 
c with the Community at any given point of time but would piomotc higher and still 
Jghcr levels of two-way trade over the years. While Mr Lall had been simultaneously 
thting some very hard battles on specific issues of tariff barriers in the Community as 
fecting India’s exports and while he had endeavoured heroically to secure the Commu- 
,ty’s consent to the continuation of duty-free entry of Indian jute manufactures and 
Jir products into the UK (and Denmark), he had never lost sight of the fact that the 
Auction or the elimination of tariff barriers or even non-tariff restrictions would pot 
y itself adequately serve the purpose of enabling the Indian economy to exploit for its 
envelopment its trade possibilities with the Commuhity to the optimum extent. He had 
tereforc made it the first purpose of his present assignment in Brussel? to incorporate 
lto the commercial cooperation agreement between the Community and Indian 
tachincry for continuous consultation and dynamic collaboration in the tight Of a set 
T agreed general principles which could guide and coordinate structural change? in 
toduction and marketing in terms of the needs and capacities of the contracting pat¬ 
's. From the point of India this should mean that a basis has how been established 
j>a conscious uctivisalion of investment and production programmes incur country 
,«Uch a way that its export sector is strengthened to explore and exploit the markets 
!the Community, in this sense the Brussels agreement should be at least as significant 
d-useful for the Indian economy as the 20b«ear economic cooperation treaty which; 
: government of India has concluded with the Soviet Union. 
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If exports have always been important for our development, they become vital Company Affairs 
-w in view of the tremendous increase in world oilprices and the certainty that India <u , ... ... ■ ; . 

:i have to pay very much more for its import of crude and petroleum products even aicm y s Mpta; ioatan Atumim- 

its consumption of these materials were to be restricted to the barest minimum. Where- , >! • “® rsa ? 1 

in the draft fifth Plan exports arc programmed to increase by Rs 890 crorcs over that ® Toubro; Gqjatat State rertili- 

riod, there is grim speculation even now of India having to spend as much as Rs 1,000 ?***, ■ n ' ^ a > Ma : 

•ores more per year on petroleum imports in the immediate future. In these circums- ?} , ra , Manmdra ;■ News, and 

tnccsit is.obvious that the phrase ‘export or perish’ has become compellingly real and * ntcr,m ® IVI 

Ssumed a grim urgency. Consequently, it has become academic to debate whether clcnds > Dividends 
iis country could achieve an increase in exports at art annual rate of growth of 7,6 per Company Meetings 
tht asyssumed m tlic draft fifth Plan. The very much more pertinent question is t m 

1 ‘ " ' ‘‘ " -Kamani Metals & Alloys Ltd 

National Seeds Coiporetioa Ltd 

.. .... The Scindin Steam Navigation' 

m immediate need for opening a dialogue with Japan. 1 Co Ltd. 


/neuter ini*countly couia.auoru io ao wun less man a iu per cent rare oi growm m us 
xport sector, ,lt is therefore apparent that men with the creative imagination of Mr 
CB.'LaU will have to be encouraged and enabled to lead the nation’s commercial pOlk y 
tnd commerciiil diplomacy in exciting and rewarding directions. There is for instance 


-r„. Another positive contribution of similar relevance to the future of'this country 
fas edme from Air Chief Marshal P.C. Lai. To him goes the credit of stopping the rdi 
n industrial relations which ha? been talcing the country into the terminal stage of can-' 
statoU* disintegration. He has taken his stand on the basic principle that it is the,prero¬ 
gative of management to manage and by staking all oh this position he has blazed a 
Mg&mftin the conduct of the National economy. It is possible that even Mi might not 
ww acted so decisively had not the collapse of discipline in Indian Airipes been so • Foreign Investment 
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complete. But it is tragically true that 
there are many other areas of industrial 
relations, especially in the public 
sector steel plants at Durgapur and 
Kourkela and the nationalized banks, 
where conditions arc no beUcr 
but have si ill not goaded those responsible 
for management in these cases to face 
their moment of truth, ft is to be hoped 
that the political backing which l he Chair¬ 
man of Indian Airlines has received does 

The PL-480 
rupee 

Tiifrf, is considerable confusion over the 
role played by rupee counterpart funds 
arising out of the grant of US aid to our 
country in the financing of Plan schemes 
in the past decade and more and the 
role that will be played by the funds 
released as a result of the agreement 
that has been arrived at between India 
and the USA in order to remove what 
is called one of the ma jor irritant s in the 
way of establishing normal relations 
between the two countries. As has been 
clearly indicated in the summary of the 
initialled agreement placed before Parlia¬ 
ment, by the union Finance minister, 
Mr Y. B. Chavan, the aid in the form of 
PL-480 loans and loans from other agen¬ 
cies have amounted to the colossal figure 
of dollars 4.8 billion which enabled the 
import of 60 million tonnes of wheat 
besides large quantities of cotton, edible 
oils and various other items. It cannot 


denote a basic change in the prime minis* 
ter’s and the government's attitude to¬ 
wards ami policy for industrial discipline 
and industrial peace. ft is also to be hoped 
that the government will attach as much 
importance to the promotion and safe¬ 
guarding of these virtues in the private sec¬ 
tor of industry as in the public sector 
On this note the New Year indeed could 
start almost cheerfully despite every¬ 
thing. 

many schemes apart from meeting the 
expenditure of the US embassy and other 
agencies in this country. Substantial 
loans wore also extended to the agencies 
indicated by the central government and 
discommon knowledge that the rupee 
funds were utilised lor implementing 
hydcl and thermal projects, river valley 
schemes, irrigation projects, minor irriga¬ 
tion schemes, development of ports and 
national highways, promotion of Indo- 
US industries in the private sector, the 
financing of public sector projects in the 
fertiliser field and so on. the invest¬ 
ment in these and other schemes has been 
over Rs 1410 ci ores. The loans granted 
to the central government by the US 
administiation out of these funds arc re¬ 
payable on soft terms like those relating 
to the original loans granted by the latter 
involving instalments over a period of 
40 years. 

The question of arriving at a satis¬ 
factory settlement of the problem of re¬ 
payment of outstanding funds assumed 


importance as regular repayments will 
have to be made in the coming years. In 
the absence of any arrangement for 
repatriation of the accumulating funds, 
there was the prospect of the balances 
swelling steadily in spite of the expendi¬ 
ture incurred by the US embassy and 
other agencies for their normal opera¬ 
tions in this country. As Mr Chavan 
indicated in Parliament recently, these 
balances would have risen to the astro- 
nomica! figure of Rs 3600 crores by 2013 
even with the utilisation of some portion 
of the accumulating funds by the US 
embassy. As the interest accretions 
alone will be taking care of US rupee 
expenditure in this country, there was 
little prospect of the huge balances being 
liquidated and if it became necessary to 
find the requited foreign exchange for 
their repudiation or permit unrequited 
exports, it would have imposed an into¬ 
lerable strain on our balance of payments 
position. 

The arrangement now proposed is 
highly beneficial from the point of view * 
of our economy as the US government 
has virtually agreed to wriio otT a major 
portion of the outstanding balances and 
retain for itself only such an amount that 
it will be in a position to utilise for itself 
in the next )() or 15 years. In order not 
to give the impression that the IJS 
government has been condescending and 
trying to behave like a patron, the terms - 
of the agreement have been couched m a > 
manner suggesting that what has been 


be overemphasised that the concessional 
food imports and liberal dollar aid were 
highly beneficial to the Indian economy 
and no single country has so far granted 
such massive aid in a short period on an 
easy repayment basis. 
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At the time assistance under Hie 

PL-480 agreements and under DLF loans, ’Ihf fr'tnployeis* Association has given a lead to In quit ul tluSc, huwcvct, it luis Iwen found tnat 
which involved repayment in rupees and thecountrv m the in ittcr ofndoonng measuies lor Uic use in wages can never keep pace wilh the rise 
dollars, were granted it was not clearly tolling KrK wage rates While *n fnglami the cost in puces and eonsc-.|uently oi the cost of living. 
Visualised what would be the method of of living index mimhei at the end of 3J year. Heme the employers of (owupore have at 
repayment of these obligations and how mkkI ;it us, that f»r the woihng last commenced tolling had* Ur prices of essential" 

the accumulating lunds would be liquidat- class in (.uwnpnic stood a* the peak figure of commodities to lower the co-u il living hood¬ 

ed. Indeed some of the US government IW fot the week outing the 2ftlh September, MJ-H grains and olhei essential 1 ', arc bong sold to work- 
fcpokesmen even contemplated the ulli- ovei the August into base Rise in the cost of men at tales which are in severa 1 cases lower than 
male full repayment of these funds and iMng led to a rise in wages, and ultimately, until th'sc ruling in the “controlled” market Wheat is / 
it was sincerely thought that the rupee last month, there was a race between rising juices sold at 4 seers, Juur at 8 seers, sugai at b annas a 
would Strongly appreciate over a period and lising wages in fawn pore. In the ease of mill seer and sail at U annas a scei. it has been found 
and the export surpluses generated bv our walkers, whe*c the dearness allowance has been that it is wi.sci lo subsidise the workers in kind than 
country would be helpful in repatriating linked with the cost of living, certain cute b) cash payment. With the inaease in such ope-' 

outstanding debts. goiy ol workois weic enjoying ovei J'00 per i a lions by mill shop.", the cost of living index ijum- 

ccnt increase in wages in September last (all her has begun to fall, and in due course the wages 
The actual developments however have workers whoso basic wage was up to Rs 42 per and cost of living might be stabilized at a reason- 
come about in a different way and a month wvie entitled to Rs >2/‘> dearness allowan.e) ably high level. This should affeel the course of 
decision had to be taken in regard to the and a good many between si) «»u1 70 pci cent in- open maikct prices for otherwise the stabilization 
disposal of unutilised funds. Ihc US crease in their basic wages which have, however, would remain aitificial and unrelated to thecoun- 
administration has been making outright remained unaileicd. try’s economy, 

grants out of rupee funds for financing 
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proposed to be done docs not involve any 
major sacrifice. At the same time the 
impression is sought to be given to the 
US Congress that the Indian government 
has repaid all its obligations and only the 
unrepatriated portion of rupee funds 
would be written off. The dollar element 
in repayment of DLF and PL 4X0 loans 
is being used for retaining the balances 
that will accrue to the US government 
and will be entitled for repatriation. 
These balances also arc proposed to be 
retained in this country presumably under 
the feeling that the US embassy would ‘ 
have in any case to secure dollars for its 
^requirements and the absence of any 
need for remittance from USA for this 
purpose would mean so much saving for 
the US administration. 

There is of course no need for main¬ 
taining large balances which could be 
utilised only over a long period. Never- 
\ thcJcss both the governments have arrived 
; at a workable understanding which is 
, highly favourable for our country. The 
greatest advantage arises from the fact 
\ that the outstanding amount of Rs 2.497 
| erores will not carry any inteicst hence- 
J forth. The US government will be 
' writing off Rs 1,664 erores, virtually the 
whole of the funds repayable in rupees, 
and the central government will he 
required only to make an attribution in 

• the central budget in the next fivcycais 
vindicating that this amount has been 
^worked off for financing various de\elop- 

• ment plans in 1974-79. 

i Out of the outstanding amount of 

• Rs 833 crorcs nolionally repayable, the 
actual remittance may relate to the finan¬ 
cing of assistanc to Nepal on US account, 
payment for exports to USA of some ap- 

• proved commodities and the payment of 
freight for some beneficial purposes in 
respect of good* imported into this 
country by US charitable agencies and 

^others. In no instance however will 
there be actual use of foreign currency 
except for a small amount of dollars 75 
million. Even here, cash remittances will 
not be involved and it may at best be ar¬ 
gued that some foriegn exchange earnings 
would not be accruing to this country 
because of unrequited exports. The IJS 
government has of course introduced a 
clause in the agreement to protect itself 
against any deterioration in the value of 
the rupee and an increase in expenditure 
that may take place on account of the 
US embassy in the coming years by slat¬ 
ing that dollars 500 million or Rs 390 
erores would be utilised in equal instal¬ 
ments in a 10-year period. The implica¬ 
tion of this dollar equivalent expression 
is perhaps emphasising the need to have 
a larger rupee equivalent in the event of 


any decline in the external parity of the 
rupee in respect of the US dollar. 

It will therefore be seen that nearly 
Rs 2500 erores will not be bearing inteicst 
charges and no serious strain will be im¬ 
posed on our economy as a result of ihe 
working of Rs 833 erores over a period 
of 15 years. The central budgei on Ihe 
other hand will benefit greatly bv the new 
arrangement, a> it will be nobble to se¬ 
cure additional resources or effect a con- 
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siderable saving in expenditure that would 
had to be incurred otherwise. The loans 
granted out of PL-480 funds as stared 
above have been utilised for implement¬ 
ing power and irrigation schemes, river 
valley projects, industrial schemes and so 
on. The central government has been 
extending loans to the state governments, 
particular: industrial undertakings and 
for its own projects. 

in all these instances it has been pro¬ 
posed that imerest charges should be paid 
on a stipulated basis and loan instalments 
also effected over a period. These repay¬ 
ments should be coining m from various 
sources to the central government which 
ill turn has been meeting its obligations 
against the loans granted by the US 
government and crediting also accruing 
interest charges to the US government 
account with the Reserve Rank. I hese 
repayments would have, been in excess of 
the immediate requirements of the US 
embassy and there would be a continuing 
accumulation of rupee balances which 
would have to be again reinvested m spe¬ 
cial securities created by the government. 

This process would have gone on end¬ 
lessly and the budgetary total of central 
government and the outstanding amount 
of the debt owing to the US government 
would be swelling all the time. The cent 
ral budget will now be saving a sizeable 
amount in interest charges on its own 
account besides getting credit for interest 
payments made bv outside agencies. The 
exercise will have to be continued for the 


period of ihe duration oi the pending 
loans .is a large number o| agencies are 
involved. 

Whal is however significant to note is 
the indication that so far as the US 
government is concerned the written off 
portion of mpee funds amounting to 
Rs luM ciores would have been acknow- 
Kdgedinlhe central budget in a iivc- 
yeai period But theie will be a hang¬ 
over as many loans granted by the go¬ 
vernment to oilier agencies would still be 
outstanding and the icpjsmcnt would be 
coming in regularly. If should be said 
that the credits derived by the centre as 
a result of the waiver of interest charges 
by the US government and the repay¬ 
ments of loans will constitute a new 
somee of rupee resomccs for the Jifth 
P/an. 

While no precise estimate can be 
made of the advantage accruing to the, 
budgetary position in this manner its will 
be easily ovei Rs 1000 crorcs and this 
availability may be considered non-inthi- 
lionerv in clmraelei and therefore non- 
inllationery financing. It icmains to be 
seen however whether ihe leeipienls of 
loans out of the rupee funds outside the 
central governinmcnl will ask lor a waiver 
of interest charges or writing off of 
outstanding amounts though this claim 
on their part may confer on them an un¬ 
fair advantage if the central government 
was agreeable in some manner to accept 
these suggestions. Whatever may be the 
chaiactcr of the new problems that will a- 
rise, a ticklish question is being satisfacto¬ 
rily solved and it should be gratefully 
acknowledged that the US government 
has found a satisfactory solution which is 
of course m ore bgneliei al to the boiruwer 
than the lender. 


r 


Records and Statistics 

In order to provide at least 
partially for the increase in 
production costs, the rate for 
new subscriptions and rene¬ 
wals for the quarterly bulletin 
“Records and Statistics" has 
been raised from Rs. 15 to 
Rs. 20. The price per single 
copy has been raised from 
Rs. 4 to Rs. 5. 
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POINTS OF VIEW 

farm incomes 
on dry lands 


I in ' emu revolution” in our agri- 
eulturc is largely confined to the areas with 
assured nngation Agiicullurc in this 
country is still heavily depeiulcnt on mon¬ 
soon and only about 22 pei cent of the 
total cropped aiea is impaled. Nemly 
one-third of the total cropped area is un¬ 
der low rainfall region, havinp an annual 
precipitation oI 750 min or less More 
over, the distribution of irripated aeieape 
under various crops is lop-sided. A lion’s 
share of the lot.il impaled area (<>2 5 per 
cent in 1969-70) poes to wheat and nee, 
and crops like jowar, bajia, oilseeds and 
pulses have only a very small fraction of 
their acreage under irrigation. While ilie 
productivity of wheat (and I > some ex¬ 
tent rice) has registered a marked in¬ 
crease in the last few years, the yields per 
hectare of jowar, mai/e, small millets, 
pulses (as a whole*, arid rupesccd and mus¬ 
tard are lower lor 1971-72 than those for 
1908-69, The latter account for a major 
part of the acreage undei crops on dry 
lands 

Though, of late, agricultural scientists 
have turned their attention to t he problems 
of dry fanning, much has vet to be done 
in evolving high-yicldmp, short-duration, 
drought-resistant va)relies of eiops, or 
prescribing sped tie, wcll-tiied packages 
of improved dry fanning practices 
to improve the lot of the cultivators 
farming under dry conditions. The prob¬ 
lem has been lurthci accentuated by I lie 
fact that the income gap between the far¬ 
mers with and without irrigation facilities 
i- widening which is contrary to the na- 
nonal goals 

three propositions 

Depending on the prevalent conditions, 
the whole nIi at eg y of the well-being of 
dry land fanners should perhaps centre 
around the following three propositions: 

<a) In the long run, whenever feasible, 
iiiigation facilities should be extended to 
such dry farming areas whcie the potential 
expected additional returns, due to the 
provision ol lhcsc irrigation facilities, shall 


be at least as high as the additional costs 
involved in these irrigation projects. 

(b) Fvolution of high-yielding, short- 
duration, drought-resistant varieties and 
package of improved practices for areas 
where irrigation facilities are either not 
available presently, or are not feasible oi 
are not a paying proposition. This app¬ 
roach would be somewhere between long- 
run approach of exlending irrigation faci¬ 
lities as slated above in fa) and the imme¬ 
diate steps mentioned below in (e). 

(e) Till the irrigation facilities are pro¬ 
vided or new varieties or improved pack¬ 
age of dry farming practices are involved, 
tried and recommended, the immediate 
steps that could be taken to help the far¬ 
mers in diy areas should include examin¬ 
ing the present pattern of their resource 
use under the available technology, and 
finding out the possibility of augmenting 
their incomes by suitable reallocation of 
t heir resources. 

dispassionate assessment 

An attempt has been made in this arti¬ 
cle to answer the question related to the 
proposition outlined in (c) by examining 
whether the farmers, in a given area arc 
usin^ their resources in a manner that is 
consistent with the maximum profits (given 
a certain level of stability) and, if not, what 
is the diflercnce in their present plans and 
the profit-maximizing cropping pattern. 
Efforts have also been made to examine 
the additional benefits, (m the form of 
higher production and higher incomes) 
that are likely to accrue to the farmer if 
the irrigation facilities arc extended to the 
ram fed aieas. 

The study was conducted in selected 
villages of Hal liras tehsil of Aligarh dist¬ 
rict in the ..late of Uttar Pradesh. The 
annual rainfall 1 of the area ranges between 
500 and 850 mm. The summers arc hot 
and dry with desiccating winds. The rainy 
season is confined ty July September 
with occasional showers in the winter. 
The soils vary from sandy loam to loam 
with patches of sand. 


PurposiveJy, a list of such cultivator^* 
was prepared, only part of whose holdings 
were irrigated and the rest unirrigated. 
This was done with a view to comparing 
ihe yields, profits and the extent of re¬ 
source use under the two sets of condi¬ 
tions, i.c. irrigated and unirrigated on the 
same farms. These cultivators were then 
divided into three si/c groups- and 15 
farmers were randomly selected from each 
group. 

linear programming 

Information on the details of farm 
operations, inputs used, expenses incurr¬ 
ed, yields obtained and returns realized 
were collected for each crop separately 
for the rain fed and irrigated parts of the 
holdings for the year 1970-71. ‘Synthetic’ 
farm situations were developed for each, 
group of cultivators for their rainfed* 
part of the holding and optimum farm 
plans for the rainfed constituents of the 
holdings were prepared for each group 
using lineal programming technique' 
"under the usual assumptions of the model 
Naturally, the optimal plan would hold 
good for conditions similar to those pre¬ 
vailed in {970-71 (for which the data on 
yields, resource use, prices ami resource 
availability etc. were collected and on the 
basis of which optimal plans have been 
prepared). * 

We quite realize this limitation 
because, from the data collected just for 
one year, one cannot have any idea of 
variability in yields over time. Perhaps 
it would have been more desirable to ga¬ 
ther information for Ihe last 5-10 years to 
prepare farm plans. However, as the far** 
mets did not keep any formal record, the 
accuracy of information for a given year 
was inversely related to the peuod of time 
that had elapsed. It was also observed 
that the crops taken by the farmers on 
purely rainfed plots had a low coefficient 
of variation in yields. Therefore, given 
to choose between less reliable time series 
data based completely on the memory 
of the farmer and relatively more accurate 
data for the most recent year, the latter * 
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was preferred. Another assumption of this 
study is that though the farmer would be 
t,allocating his limited resources between 
his “irrigated" and “rainfed" parcels in 
the same way as he did in 1070-71, he 
could, if need be, reallocate his resources 
within each part (i.t\ rainfed and irriga¬ 
ted). 

/. Optimum plan v and their comparison 
with the c \ is ting plans on “rain fed” part 
"of the holding. Table 1 gives the cropp¬ 
ing pattern actually followed by the 
farmers whereas the optimal plans for 
different si/e groups are given in 
Table 11. A look at these tables will 
reveal that the crops prescribed by 
optimal plans are less in number than 
those actually grown by a fanner for each 
si/e group. 

,^ One reason for this could be that where¬ 
as the f.trmct acts undci uncertainty and 
pci haps prepares himself for the worst 
(and hence, a large number of crops on 
smaller areas), the optimal plans have 
been prepared under the assumption that 
the. relevant coefficients are known with 
certainty. 

significant difference 

\ Small farmers, m their optimal plans, 
have wheat and gram (the dominant mixed 
crops of the group) and peas in the rabr 
season and mni/e and jowar in the kharif 
season. In the existing plan, the additional 
crops raised by the farmer were hurley 
, a nd bajra, taken eit her as 'pure' or as mixed 
crops. The optimum plan should yield 
Rs 3% 33 winch is about hi.08 per cent 
higher than that obtained from existing 
plans. This difference in the incomes was 
found to be significant. 

* Under the existing plans, for medium 
farmers, fc pea’ was the most important 
crop in mbi followed by wheat and barley 
while, bajra and mai/e were important 
crops of kharif season. In the optimum 
plan also, pea continued to be the major 
crop in rabi and mai/c and bajra (with re¬ 
versed order) in kharif season. The opti¬ 
mum plan should provide a net profit of 
Rs 878.02 which exceeds the existing pro¬ 
fit by Rs 110.67 or nearly 14,42 per cent. 
This improvement in income was also 
found to be significant. 

On large farms, under the existing sys¬ 
tem, peas and barley were the major rabi 
crops commanding about 3.70 acres of 
land. Under the optimum plan, they com i- 
, nued to be the major crops but v p ure ' bar¬ 
ley was completely eliminated. In kharif. 


the area under bajra was replaced by jowar. 
It was because, though the resource re¬ 
quirements of the two crops were almost 
similar, the net profit per acre of jowar 
was of the order of Rs 1(7.93, which was 
more than the net profits realized from an 
acre of bajra (i.e. Rs 83.56) The net piofu 
from optimal plans should be Rs 1460.37 
which is 23.25 per cent more than those 
obtained under existing plans, Except lor 
the medium farmers, the increase m net 
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profits is obtained bv reducing the fallow 
land and increasing the cropping intensity 
(175 to 190 per c*nt for small and 142 to 
169 per cent for large fanners) by rcallo- 
ealurn of losources. 

The net profits per acre of cultivated 
rainfed land under the exist um crop plan 
were tire highest fot medium farms (being 
of the ordei of Rs 123.77) I he figures for 
the huge and small fanners were Rs 93.30 


Turn I 


Existing Cropping Pattern Under Dry Conditions 


SI Crops/Si/e eioups 
No 


On a small farm On a medium 
farm 


On a large farm 




Crop 

Net 

( Top 

Net 

(Top 

Net 



aiea 

p! Olll 

area 

pi of i t 

area 

profit 

1. 

Wheal 

0 18 

9 f)9 

o.os 

80 2<i 


.. 

"I 

Barley 

0 IK. 

t 40 

0 60 

7S.34 

1 20 

215.21 

3. 

Peas 

0 73 

102 80 

1 4*3 

279 47 

1 25 

252.01 

4 

Gram 

0 22 

24 20 

0. M) 

(>0.53 

0 35 

71.69 

5. 

Barley j-peas 

0 2o 

19 93 



1 25 

155.26 

6. 

Wheat \ gram 

0 08 

14 22 





7 

Bajra 

1 00 

30.32 

2 2*3 

170.84 

3.75 

313.35 

S 

Jowar 

0. 14 

N 31 

o 7s 

21.22 

0 30 

35.38 

9. 

Mai/e 

0.42 

2h 10 

0 70 

76 74 

1 10 

142.03 

10. 

Rabi fallow 

0.24 


0, 10 


2 40 


II. 

Kharif fallow 

0 20 




1.20 



Total 

3 52 

244.97 

<).20 

667.35 

12.70 

1184.93 
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Optimum Crop Plans Under Existing Resources 



SI 

Crop/Si/c group 

small farm 

medium fann 

large lartn 



Crop 

Net 

Crop 

Net 

(Top 

Net 



area 

piofils 

a rcu 

profits 

area 

piofils 

1. 

Barley 



0 20 

26 11 


_ 

2. 

Barleypeas 





4. 17 

517.95 

I 

Peas 

0.67 

'>5 20 

2.75 

529 93 

1.56 

314.51 

4. 

Gram 

- 


0 15 : 

30 2(> 

0 25 

71.69 

5. 

Wheat -j gram 

1.09 

193 80 





6. 

Mai/e 

1 46 

90.72 

2. 10 

230 22 

0.28 

36 ! 5 

7. 

Jowar 

<1.28 

16.61 



4 41 

520 07 

8. 

Bajra 



0 SI 

61.50 



9. 

Rabi fallow 





0 37 


10. 

Kharif fallow 

0.20 


0. 10 


1.68 



Total 

3.52 

396 33 

6.20 

878 02 

12,70 

1460.37 

% increase in profits 


61.08 


14.42 


23.25 


over existing plan 


♦restricted 
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mid Rs 5! 03 respect ivci>, under ll e exist- 
j plans Ihidci lilt optimum plans, 
thoe figures weie Rs Ml 62, Rs I M -41 
and Rs 62.85 pm ;iul. icspeetiveU. 

//. (\tmpari\on of rainfed and inflated 
conditi\m\. A mmip.ir.itivc pit (me id’ 
variable costs, \jcl<K and net. idotns per 
acic undei landed and ii ligated condi¬ 
tions is pi esented I able Nina I 

and medium fanner. i.nsed wheal undei 
both conditions bn! the Inge fanners 
did not cultivate an\ wheal undei 
i muled conditions I ikewise. mam and 
'barley and peas' wrie pi own cmIiisiwIn 
undei tainted conditions. 

the magnitude <>l \anable cosl> ic- 
flecls the level of input use. l oi all the 
crops, the vanable costs as well Meld-* pci 
acre are higher on in igalcd plois 

In the small and medium group, wheat 
is bumd to be the least paving labi eiop 
undei lainlcd conditions (huge fmneis 
did not grow :m> wheal under ram ted 
conditions) (iiam, peas and Ktrlev are 
more piolitahle. Howevei, under irri¬ 
gated conditions wheat becomes 1 he most 


icmunerahve crop; the pjofits per acre 
being Rs 360,68 and Rs 422.44 as against 
Rs 53.81 and Rs 123 47 under rainfed 
conditions for the small and medium 
fanners lespectivelv. 

Looking at the overall picture, the yields 
as well as profits from wheat, peas, barley, 
ajra, nini/e and jov/ar (the crops grown 
under both conditions) could be increased 
substantially in most eases bv extending 
irug.afion facilities. 

It can thus be concluded that* 

(1) Theie is considerable scope for in¬ 
creasing 1m met \ incomes from cliy lands 
In a suitable icslmflle of cropping pattern. 

J he optimal crop plans include only 
Iwo-iluce eiops on a faun m each season 
as against at least three crops m any season 
undei exisiing plans 

(2) Wheat, as a pine crop, is not as 
piolitahle as peas, gram or even bailey 
jo grow on lamled lands. If it has to be 
mown to meet the needs of the faun 
lamilv it should be taken as a mixed crop 
with gram 

I A Hi I III 


(3) Peas in rabi and maize in kharif have 
come in the optimum plans for all size 
groups of the farmer on rainfed Jand. Ir 
fact, taking both the pure and mixed 
crops into consideration pea comes out to 
be l lie most important rabi crop. It 
should pay the small and medium farmers 
to devote a larger proportion of their dry 
plots to deshi (local) maize in kharif. 

(4) The extension of irrigation facilities, 
in the area under study should add most 
to the wheat production because of its 
per acre yields and net profits in the loca¬ 
lity. Some of the area brought under irri¬ 
gation may also switch lo jowar and sugar¬ 
cane which was found to be quite 
remunerative under irrigated conditions. 

References: 

1. I he areas whore annual mint all range 
Iv.’Ovis'r: 375 mm mid 1125 mm have been ii < 
chided under the di\ tanning. protects piogianur t 
(hcnnoiruc Survty, Ciovt. of India, 1970-71). 

2. (a) Small, having 5 .seres or less. 

lb) Medium: havuu; mote than 5 acres b 
not nioie than It' res. 
ic) larger !uv mg mure than 10 aeics. 


Paiticulais 


Comparison of Irrigation and Rainfed Conditions 

Analysis uf vanable cost tin Rs), yield (in qt!s) and net returns (in Rs) per acre 

.Srmi Medium large Average for all farmc. 



Vanable t osis 

Wheat 

Yield 

Net piofil 
Variable costs 

Peas 

Yield 

Net piofil 
Variable costs 

Harley 

Vicki 

Net piolit 
Variable costs 

Ha p a 

't icld 

Net piolit 

Vai iablc costs 

M.ii/c 

Yield 

Net piolit 
\ ai iablc cost s 

Jmvar 

Yield 

(fodder) 

Net piohl 
Variable vo*ts 

(iiam 

V u:kl 

Net piolit 

ViO iabie costs 

Wheal j gum 

. .. i wheal 

^ ,c ( (pi am 
Net profit 

Vai uiblc l osts 

Hatlc> i ocas 

1 

\cl Piol;i 


Rainfed Jnigalcd Rainfed Irrigated Rainfed Irrigated Rainfed irrigate 


10.34 

206 92 168.98 

175.32 


100.48 

147.76 

4 44 

9 3? 4 S', 

8 80 


10.70 

4 40 

53.81 

300.68 1 ?3 47 

422 44 

- 

510.67 

88 64 

67 52 

85.27 51 75 

66 75 

55 33 


56.20 

4 00 

7.00 5.78 

6.00 

4.05 


3.04 

142 00 

253.12 192.70 

283 23 

201.61 


178.80 

83 75 

60.19 

61.03 

46.53 

70.42 

63.43 

5.84 

4 8 l » 

8 00 

6.15 

7.50 

5.62 

56.68 

130.57 

318.05 

170.34 

205.67 

122.67 

41.64 

S3.32 40,56 

8! 26 

IS 51 


37.46 

4 14 

6 (>(> 4 51 

7.M) 

4.30 


4.34 

4(, 42 

135.4/ 75 93 

107.57 

83.56 

- 

65-27 

50 08 

70.27 47 64 

66 24 

70 67 

108 80 

65.66 

4 04 

6 00 5.44 

5 88 

5.50 

5.73 

5.13 

<>2 14 

92.73 100 63 

120 11 

120.12 

138.04 

100.29 

S8 22 

<> 98 

57.14 

0 74 

43.72 

25.98 

tot oo 

100.00 

132.16 

07.00 

204 10 

99.33 

50.86 

146.15 

168.18 

117.03 

276.52 

107.78 

75 82 

49.99 


82.60 


69.50 

3.06 

3.60 


4.50 


3.9'> 

100 80 

201.77 


286.70 


199.51 

S> 00 

. 

- , 



86.00 

0.00 





6.00 

6.60 




- 

6.60 

177 80 




— 

177.80 


• . . 


127.35 

— 

127.35 




2 84 


2.84 


1.83 -- 1.83 

124 2! 124.21 
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purrjob notional bonk 


* A year celebrating the 1000th branch *+ A year ushering in CHANGE 

Firtt blanch optuied fit Anurkali. Lahore on April 12. 1894 


Provisional Results - 

31st December 1973. 


*** A yem of good ronnttb oriel profits 


PNB performnd well m 1973 * aggregate deposits up 20%; 
credit up 30%; and profitability significantly improved * 
a no mean achievement in a year of rising costs. 
NATIONALISATION : A momentous step m our history Of 
bunking, indeed our economy and society, gave Indian banks, 
known lot soundness though less so for innovation, some now 
ton! „ 

— To develop "Primity Sectors" iho backwaid and the* 
neglected small industry, agriculture, self employed. 

(PNB has just undoitaken to help with 20,000 cycle iickshew 
peddl.irs becoming owners under a Punjab Government scheme) 

— To l.iku hanking tui ilities to tlio rural and mountain areas 
(PNB is opening a bianch at Kmntiur in iho high Himalayas) 

PIS1B has mvrn a good account of itself in this regard. ns figures 
below will show 


Among the intornstmg problems we face in PMB is'ageing 

management' • their average being Senior Mjnugcis bb 

v> >trs, Managets 52. Junior Manages 4/ nod Special Assistants 

*'•' In the past it has laken an avmmje clerk ten io 

fifteen years to become an officci. ami a*. lorn to bccumti a 

i i/iriagcr; reaching an ago when not ovtiryonu is bold or 

innovative. 

Wo have now signed two ogrocmenis with tlm woiVmon and 
offu ers, that are a markod advance in throwing open «i 
munt'bdced fast track to the young. 

Clerks to Officers Officers to Managers 



Old 

Now 

Old 

Now 


A 

/•r 

% 


f tom outrudo 

b 

H> 

— 

— 

By semnnly 

94 

30 

100 

85 

By competition 

Nil 

GO 

Nil 

35 


m 




« 


G> 


HIGHLIGHTS 

PNB since Nationalisation PNBin1973 

1989 



1089 

1073 

-- 1973 


1 97? 

1973 

1974 

1972-73 

1973-74 


Jifnn 

Ooc. 

Rise % 

R*. Croir*s AciUd 

) Budget Piovisional 

Budget 

Rise 

<> 

Atjiin qutf. D.*pn:its R*> Cioir-»i 

. 3G5 

720 

103 

Aggregate Dnposits 

GOO 0 

73b 0 

720.0 

aco o 

70.0 

22 2 

1 otel Credit 

24 3 

425 

75 

Total Credit 

32G (> 

425 0 

425.0 

DbO 0 

30 1 

29 4 

Priority S<'» N r ,, 

23 

1 10 

404 

Priority Set tor Credit * ■ 

75.2 

1?.* 0 

116.0 

180 0 

54.3 

56.2 

— As Oi u ! r r'><Irt 

9 

27 


Diffcruniiul Rate*i of 







Rrancht-s Number 

&CO 

10.!0 

82 

Inieiest Srlicmo * + 

0 it4 

2 0 

1 0 

2 7 

Very high 

170 0 

— Rlfi.J 

L*-i 

300 

3^0 

Number Trouiod 


040 

1100 

3150 

216,2 

186 4 


Number of Branches 

‘n>/ 

1016 

1020 

1146 

12.6 

12.4 





Rural Branches 

304 

371 

36G 

417 

20 4 

13.9 


* Export;. Agncnltmo Small Industry, Transport. Self rmploynd. Professionals, Small Business. Retail Trade. 

•* A hrhi’mc to In Ip very low .ncomo families in selected diatm ts at o dit/arentiul interest rate of 4% per annum. 


PNB wuh a long histoiy el rt sturdy re' .In nco and growth over 
r 8 years, a chequered Iummiy of many weathered crices lias 
now embarked upon a pro. e ■« t.f Change through a structural 
roorgann-ation, new system*', a id a now culture 
NEW ORGANISATION . Our first task war, reorganising 
me head office, whom division', like Regional Coordination, an 
inter'face betw* t-n r.-.ions and fmad of bee, Maringoment 
Services, an mic di*.< ipfinjry fjroup for specialist advu u 
handling mformatini. Mmipcwei Planning, Selection & Training 
Divir.iun to raiitiiu.lise cirki lion and training wero formed. 

A number of purm.im-nt committees such as the Executive, 

I inani'H Crmlit, Personnel, Priority Sector, hove boon formed 
tn change the past one-upon unu system of decision-making 
foi comothing wider and participatory, and especially to involve 
the younger middle manage! r ». functionally and r.ot 
lmirarch>calb' Mrucuirod. the lommitleeR are meant to speed 
up and not slow down decisions tn to shelter the mUeciSive 
There is aKo a weekly communication meeting of all managcis. 
bs sines e daily meeting of the soninn In the fieid. Iho eight 
regions have been inrrcfi c ori to twelve - soon to fourteen - 
to nnkr* lor rnmpacf concentrated attention and quick local 
d< risions Regional Managers and head office management 
uir'i»t quarterly tn discuss and frame policy, budgets and 
.ipp'-iso performance, a.id m their own headquarters they have 
similar monthly discussions. Ultimate iy, the regions will become 
iopticas of head office. 

NEW SYSTEMS : Communications the problem ol any 
growing organisation, is being turklfd through an Information 
and Accountability r /Mem whose heart is the new performom o 
budget end it:, riionlh‘y. quarterly, and nud-yoar review, 
prepared m a series of pr<>je« »wms between July and December 
of the previous year, and reviewed specially through the 
Monthly Flash Report received tiom over 1,000 branches. 
Delegation is the key now and wide powers have therefore 
been given along the linn 

NEW CULTURE : The Change we are introducing wrll only 
endure if we can also chants the old culture, the most 
challenging of tusks! New organisation structure and systems 
will indood induce a measure of change, but PNRs dynamism 
must develop a self-sustaining capacity to change, in fact 
anticipate its need 

MEN : What matters in all this is the men • change agents, 
decisive and dedicated While there are many aches and pains 
■n the process, let us hasten to odd that change has found 
fertile soil in PNB, 


To befit ihtse men tor higher responsibility at each step, wo aro 
developing a network o( six training centres besides making 
extensive use of outside institutions The number trained is 
thus being Mcppml up front 349 in 197? to 1100 In 1973 
to 3160 in 1974. 

COSTS : An acute problem is rising costs, a common feature 
with all banks, reaching propoitiuns that aic seriously affacting 
the systems’ profitability Wa are deeply conscious of our 
responsibility to iho objectives of nationalisation, whose causa 
we shall have ill served if the profits wo ought to turn over to 
the State diminish or extinguish; and worso tf the service wa 
give the customer Icavos him dissjtisfiod The scale of cost 
escalation since nationalisation contains some food for thought. 
Total expenditure has risen by B2%. establishment 83% and 
oveittmu by 119% in the last tour years. 

(Ving costs somehow go with diminishing service, end here we 
must improve Inflationary pressures will push up costs; but a 
good management .a never choiceless In exercise Of come 
initiative at least m cost reduction, and this we are trying to do, 
especially in areas of wasteful costs. An expenditure audit and 
iho Monthly Flash Report together monitor costs; and are 
receiving encoui aging signals. 

To render courteous and prompt service to the lakhs of our 
customers is a sacr.'id fust, which causes us concern end where 
we must do better. 

FUTURE : To sum up. PNB ir, oaniuctly endeavouring to achieve 

— The objectives of nationalisation, through 

— Giving it u new structure, system*, and culture; by 

— An oprrabunjf philosophy, wo call our 'Panchsheel' 

— maximisation i ' deposits — maximisation of credits 

— nicmmismicn ■ juohtobdity — minimisation of expenditure 
—- maximisation i I pnorily sector assistance 

— And, above all to give service. 

Towards this end. thr newly constituted Board, that included 
representative:. ol tlm workmen end officers, worked 
purposefully and harmoniously through its first year.backed by 
the men and women who servo in PNB. and all of them hope 
together to make jr a model and the premier institution in the 
mitionoliand banking system. If we con achievo in VJ74 the 
progress wo have olmady a< hieved In 19/3 curbing wasteful 
t i jjanditura, giving better customer service greater cohesion in 
i Hmt we shall indeed hmn j made n.il.unuli , 'dtion meaningful 
VV«* are confident wo Hull do it I And lor ell this, we must 
record the exceptionally supportive barking wo always locoive 
from our Ministry and the Rf.or^e Bunk. 


BOARD OF DIRECTORS I. S. AHLUWALIA B. M. GOG IE V. N KAK | S. R MOHINDROO Onemi M.iiogoi 

PRAKASH TANDON Chairman D. P. CHADHA V. M JAKHAOE MADAN MOHAN MAHAJAN 1 B, K, VORA Deputy Gi-tmul M.injger 

M. ABDULLA A. K, PUTT Dr. A. S. KAHLON 
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Taxation of company 

Jossleyn Holiness/ 


I 

An Assessment of Policy 

During thi> last ten years many OFCD 
countries have changed (or thought about 
changing) their systems of taxing cor¬ 
porate profits and often in contrary di¬ 
rections. Which system to adopt remains 
an important policy issue in many count¬ 
ries and this has led OF.CD’s Com¬ 
mittee on Fiscal Affairs to make a 
detailed assessment of the advantages 
and disadvantages of the various 
choices open to governments and 
of their policy implications, both 
domestic and international. Detailed 
analysis of the taxation systems in force 
in OLC!) countries and the reasons for 
their adoption is offered in a forthcoming 
publication “Company Tax Systems in 
OK’D Member Countries", which m 


addition to the general anal)sis describes 
the schemes m force in Fiance, West tiei - 
many, Ireland, Spain, the United Kingdom 
and the United States and how these count- 
res tieat dividends paid across frontiers. 

Heie aie the highlights of the OK’D 
repot t • 

Under the so-tailed separate or classi¬ 
cal system, which is practised in ten OF.CD 
countries, the corporation tax on company 
profits is regarded as a complete/} diffeienl 
tax from llie personal income tax which 
shareholders have to pay on dividends re- 
oevved. Accordingly under this system, 

' 1 11Ic or no tax relief is given to the share¬ 
holder to take account of the fact that the 
profits out of which he has been paid have 
already home corporation tax. Under 
the separate system companies have u 


tax incentive to prefer bonds to shares. 
Governments wishing to modify this bias 
have done so by: 

J. Taxing the company's distributed 
profits at a lower rate than retaining pro- 
hts (the split rate system), or 

2 Giving a tax credit to the shaiehoklcr 
for part of the tax paid by the company 
on the profits that it distributes ft he im¬ 
putation system). Within these broad 
groupings there are numerous variations 
(see chart p. 11). In particular distributed 
profits may not be taxed at all at company 
level, as in Greece, or the shareholder may 
get credit for all the tax paid, us has been 
proposed in Canada and West German}, 
but nowhere put into effect. 

• There has been a great deal of sw itching 
between these systems in the last ten years 
(see table p. 11)1 hus for example the United 


Kingdom moved from a kind of imputa¬ 
tion system to the separate corporate tax 
in J965, the same year that France made 
the switch m the opposite direction; and 
in 1973 the UK switched hack again. 

II 

The Domestic Effects 

Though questions of neutrality, equity 
and administration all play a part, the most 
important factor governing the choice of 
company tax system is whether or not it 
enhances the quantity and quality of in¬ 
vestment. And the argument that it docs 
has been advanced for each of the major 
systems at various times. 

One school of thought argues that a 
system m which there is economic double 
luxation of profits (the separate system) eu- 


profits 

courages corporate investment, because it 
gives companies an incentive to retain and 
reinvest earnings (self-financing). Against 
this it has been argued that survival of the 
fattest docs not necessarily mean survival ** 
of the fittest, that efficient allocation of 
economic resources as well as increased in¬ 
vest men! can better be encouraged by sti¬ 
mulating the equity market and that this 
should be done by lightening the burden 
on (he shareholder (whether by reducing 
fhc tax rate on distributed profits or by 
granting a tax credit to shareholders). 

no conclusive proof 

The detailed analysis by ObC’D's tax* 
experts shows no conclusive proof that 
either approach is more effn ient in promo¬ 
ting investment. And it seems likely that 
other tax factors, such as levels of personal 
income lav and capital gams lax and terms 
of double taxation treaties have more in¬ 
fluence on investment decisions than the 
system of company taxation. Indeed it is 
because income taxes have become increas¬ 
ingly higher over recent years that thc^ 
question of economic double taxation has 
come to I lie fore as an issue m OFCD 
counti ies. 

It cannot be said that one system is 
better than any other, the experts con¬ 
clude. It depends on the objectives of the 
government and the overall context of the 
tax system. France, West Germany and 
the United Kingdom believe m relieving 
some of the present burden of taxation on 
company profit;, paid out as dividends. 
On the other hand Spain, given the need* 
to increase self-financing and the relatively 
low level of corporate taxation, finds the 
separate system more appropriate to her 
needs, while in the United States the sepa¬ 
rate system has encountered little opposi¬ 
tion, pressure is concentrated instead on 
reducing the rate and taxable base. 

If a country chooses to reduce the total 
tax burden on distributed profits, the re¬ 
port concludes, both the split rate and 
imputation systems have certain advan¬ 
tages and disadvantages. The split rate 
has greater simplicity and preserves more 
clearly the distinction between corporate 
and personal income tax, while the impu¬ 
tation system benefits shareholders di¬ 
rectly and only those shareholders nor¬ 
mally subject to income tax. 

But company tax systems also have an 
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after allowing for scrapping 
of over-aged vessels. 

In keeping with the modern 
trend, 3.56 million GRTdur¬ 
ing the fifth Plan will consti¬ 
tute bulk carriers, tankers, 
accounting 1.37 million GRT. 

* Three VLCCs (very large 
crude carriers,) each of 
269,000 DWT as also eight 
large-sized vessels ranging 
between 85,000 to 115,000 
DWT will be delivered in the 
fifth Plan period or earlier. 

* With the attainment of these 
targets, the Indian ships will 
he able to carry 100 per cent 
of country's overseas trade 
in crude oil and petroleum 
products, 50 per cent of iron 
ore export to Japan, 100 per 
cent iron ore export to Europe 
and about 50 per cent of the 
liner trade in other commo¬ 
dities. The fifth Plan provides 

*Rs 243 crorcs to be advanced 
to the Shipping Development 
Fund Committee for acquisi¬ 
tion of ships. Besides, Rs 10 
crorcs have been provided for 
grant of subsidy to SDFC for 
charging concessional rate of 
interest. A piovision of Rs 
5 crores has been made for 
expansion of training facilities 
♦and welfare programme for 
the seamen. 

Municipal Taxes on 
Central Properties 

A draft bill authorising levy 
of municipal taxes on the cen¬ 
tral government properties is 
ready for introduction in 
Parliament. The bill is likely to 
come up in the budget session 
yearly next year This informa¬ 
tion was given by the union 
minister for Works, Housing 
and Urban Development, Mr 
Bhola Paswan Shastri in his 
opening address at the meeting 
of the executive commit tec of 
the Central Council on Local 
SScIf-Government recently. 

Madhya Pradesh 
Stock Exchange 

The union government has 
decided to renew the recogni¬ 
tion granted to the Madhya 
Pradesh Stock Exchange, 
Jndore under Section 4 of the 
Securities Contracts (Regula¬ 


tion) Act, 1956, for a further 
period of five years comme¬ 
ncing December 24, 1973. 
The terms of the renewal 
stipulate that dealings shall 
not he permitted on the 
exchange except for spot de¬ 
livery and for delivery and 
payment within a period not 
exceeding 14 days following 
the dale of the contract. 

Awards for 
Export Performance 

Six exporters and organisa- 
tions have been declared 
eligible for the Awards foi 
Outstanding Export Perfor¬ 
mance during the year 
1971-72. Fourteen others have 
been nominated for Certi¬ 
ficates of Merit. Names of the 
exporters and organisations 
declared for 1971-72 Awards 
are as follows: 1. Ccat Tyres of 
India Ltd., Bombay. 2. Century 
Rayon, Bombay. 3. Export 
Credit & Guarantee Corpoia- 
tion Ltd, Bombay. 4. Gcdore 
Tools (India) Pvt. Ltd, New 
Delhi 5. Indian Dyestuff Indus¬ 
tries Ltd, Bombay. 6. Nava 
Bharat Enterprises (P) Ltd., 
New Delhi. 

The union government insti¬ 
tuted a scheme for the grant 
of Awards in 1%8. Rotating 
trophies arc given for overall 
outstanding performance or 
foi a significant break-through. 
Certificates of Merit arc given 
to the best exporters in different 
groups of export products. For 
the selection of exporters for 
for Awards and Certificates in 
1971-72, a committee headed 
by Mr J.C. Shah, cx-Chief 
Justice of India, was appointed 
by the government. 

The same committee also 
scrutinised the export perfor¬ 
mance of exporters and organi¬ 
sations for the year 1970-71 
and selected the eight expor¬ 
ters organisations for Awards 
and nineteen for Certificates of 
Merit. Those selected for 
Awards arc as follows: I. 
Ashok Leyland Ltd, Madras 
2. Engineering Export Pro 
motion Council, Calcutta. 3. 
Hero Cycles Pvt. Ltd, Ludhi¬ 
ana. 4. Hindustan Steel Ltd, 
Ranchi (Bihar), 5. Kamani 
Engineering Corporation Ltd, 


Bombay. 6. Mahindra & Ma- 
hindra Ltd., Bombay 7. Mill¬ 
ion's (Pvt) Ltd., Bornday 8. 
Tala Finlay Ltd, Bangalore. 

Impart of Raw Material 

There should be a long-term 
plan for the import of raw 
materials for export pui poses, 
so that the rising puces m the 
international markets may not 
hamper India’s export efforts. 
This was suggested in the meet¬ 
ing of the Zonal Export-Im¬ 
port Advisory Committee (Nor¬ 
thern Zone) held recently. The 
Committee was informed that 
advance licensing procedure 
will help the exporters to gel 
their requirements much in 
advance. This will make them 
able to meet their export com¬ 
mitments. The Committee was 
also informed that to assist 
exporters, the ministry of 
Commerce has appointed Mr 
K. Rikhy as Export Commis¬ 
sioner and Mr L,N. Saklant 
as Export Director. On the su¬ 
ggestion for taking more ad¬ 
vantage from the Generalised 
System of Preferences (GSP), 
the Committee was informed 
that the Commerce ministry 
has set-up a Task Force to 
study the possibilities of ex¬ 
ploring the GSP areas lor 
more exports. 

Indo-Nepal Trade 

An clevcn-membei official 
Trade Delegation, led by Mr 
Shiva Narayana Das, Secretary 
Industry and Commerce, Ne¬ 
pal, arrived recently in Delhi. 
Both the Indian and Nepalese 
sides noted that there had been 
considerable progress ia tlie tra¬ 
de and economic cooperation 
between the two countries. 
The Nepalese delegation sought 
India's help m the economic 
development of Nepal and in 
exports of Nepalese goods and 
imports of essential commodi¬ 
ties. Nepal was assured of full 
co-operation from India in the 
field of trade and develop¬ 
ment. Indian delegation expres¬ 
sed satisfaction over the most- 
favoured nation treatment be¬ 
ing given to India in tariffs 
The volume of trade between 
India and Nepal increased signi¬ 
ficantly from Rs 23.83 crores 
in 1964-65 to Rs 44.58 crorcs 


in J972-73. India's exports to 
Nepal was of the order of Rs 
35.07 crores in 1972-73. 

Bangladesh Jute 
Delegation 

Mr Shamsul Huq, minister 
lor Jute of Bangladesh led 
an eight-member delegation on 
a visit to New Delhi recently. 
In a meeting with Mr 
I).P. Chat 1 opadhyaya, union 
minister of Commerce, lie 
discussed t he problems of Jute 
industry. Emphasis was 
also laid on short-term 
and long-term studies on 
jute in the context of the 
respective economies. Earlier, 
officials of both the sides 
reviewed different aspects of 
the jute policy of the two 
countries. The Jute delegation 


Situation Vacant 

Applications arc invited by 
TEA BOARD for the post of 
Manager (Tea Centre) in their 
Cairo Office in the scale 
of Rs 350-25-500-30-590-EB-30- 
800-E B-30-830-35-900, Besides 
the pay the post carries sub¬ 
stantial foreign allowances 
and free plainly furnished ac¬ 
commodation as admissible to 
Government employees of cor¬ 
responding grade posted ab¬ 
road. Total emoluments will 
be about Rs. 1400/- per month 
at t he beginning. Appointment 
will be made on a contract 
basis for a period of three 
years m the first instance. Tiic 
Candidate must possess a 
Thrce-Ycar-Diploma in Hotel 
Management, Catering and 
Nutrition from any of the re¬ 
cognized Institutes in India or 
abioad. Knowledge of one 
foreign language other than 
English is desirable. Age 
preferably below 40 years as 
on 20-1-1974. Selected candi¬ 
date will have to furnish a 
Fidelity Bond of Rs. 5,000/-. 

Prescribed application form 
together with details of post 
may be obtained from the 
Secretary, Tea Board, 14, Bra- 
bournc Road, Calcutta-1, ei¬ 
ther personally or by sending 
stamped self-addressed enve¬ 
lope. The application in the 
prescribed form will be re¬ 
ceived upto the 19-1-1974. 
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]io m Bangladesh included Mr 
l.utfur Rahman, Secretary, 
Jute Department, Dr Miv.aflTar 
Ahmad, and Dr Hussan Irrtam 
uf Planning Commission, 
Chairman of Jute flxporl 
Corporation and Jute Trading 
< 'orporntion of Bangladesh, 
Mi Shamim Ahsan, Joint 
Secretary of Commerce, 
Bangladesh. 

Alternative Sources 
of Energy 

1 he Railway inmistci, Mr 
Lalit Nara>an Mishra, recently 
called for all out elf or Is to 
evolve alternative and indigen¬ 
ously available source of ener¬ 
gy in lire context of the energy 
crisis faced by I he country. 

He was inaugurating a meet¬ 
ing of the Central Board of 
Railway Research. The Rail¬ 
way minister stated that the 
energy crisis, particularly in ic- 
gard to the short tall in the sup¬ 


ply of crude oil and the price 
hike, was a matter of serious 
concern. under the circums¬ 
tances, Mr Mishra added, it 
would perhaps be prudent for 
us to utilise the limited resour¬ 
ces ( f crude oil available in 
the country for more productive 
spheres such as rail transporta¬ 
tion in preference to road haul¬ 
age. Unlike the road and air 
transport the consumption of 
od b> the railways was com¬ 
paratively low being only 13 
per cent of tho total consump¬ 
tion m the country. The rail¬ 
ways consumed onl) about one 
sixth of the fuel that is con¬ 
sumed by the road vehicles for 
the haulage of the same load, 
Mr Mishra added. 

Fertilizer Corporation 
of India 

I he Fertilizer Corporation 
of India has made a 


record net profit of Rs 5.42 
crores during the year 1972-73. 
The gross profit for the year 
was to the tune of Rs 19.92 
crorcs. Among the five operat¬ 
ing units of the Corporation* 
the Trombay unit earned a re¬ 
cord profit of Rs 8.15 crorcs. 
The profit earned by Nangal 
unit, Gorakhpur unit and Plan¬ 
ning Development Division 
was Rs 3.49 crores, Rs 0.25 
crores and Rs 0.23 crores res- 
‘pcctivcly. But for the perfor¬ 
mance of the ageing Sindri 
plant, which has its own 
peculiar problems and has to 
be kept running in the larger 
national interest, the profit 
position would have been still 
better. 

All the five operating units 
oft lie Corporation maintained 
satisfactory production during 
the year with Trombay achiev¬ 
ing 91 per cent, Gorakhpur 86 
per cent, Namrup 78 per cent. 


Nangal 68 per cent and Sindri 
88 per cent of the attainable 
capacities. 

The sales turnover during 
the year was Rs 92 crores 
against Rs 95 crores during the 
preceding year (1971-72), This 
shortfall was entirely due to 
non-availability of imported 
fertilizers from the central pool 
for seeding programme. The 
total turnover of industrial 
products produced by various 
FCI units amounted to Rs 13.4 
crores. This showed an in¬ 
crease of Rs 4 crorcs over the 
preceding year. The chairman 
disclosed at the meeting that 
the FCI had II major projects 
in hand for execution which 
when completed will raise the 
production capacity of the FCI 
by about two million tonnes of 
nitrogen. The Corporation also 
prepared feasibility reports for 
joint venture projects in 
Kuwait and Buhurain. , 


Leipzig 

the World Trade 
Centre 



Leipzig Fair 
German Democratic 
Republic 

10-17 March 1974 


Leipzig Fair is world-embracing, forward- 
looking, comprehensive. Over 9,000 
exhibitors from 60 states are taking part, 
presenting an international display of 
vanguard technical products and consumer 
goods. Special displays will feature 
achievements of socialist economic integration. 
There will be a wide-ranging exhibition of 
GDR products. A high-level programme of 
conferences and lectures will supplement 
the exhibits. Leipzig Fair, the World in 
a Nutshell. 

Fair cards and further information from 
Leipzig Fair Agency P.O.B. No. 1993. Bombay-1; 
C-479, Defence Colony, New Delhi-24; 

34-A, Brabourne Road, Calcutta-1, 

16, Moore Street, Madras-1, 
or at the frontier posts of the GDR. 
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HINDALCO HElfST0BU,lD 


NATION’S ECONOMY. 


In May, 1962 Hindalco started production of aluminium with a smelter capacity of 20.000 tonnes a year. The capacity was raised to 
40.000 tonnes in November. 1965. 60.000 tonnes in August. 1967 and to 80.000 tonnes in May. 1969. Pl*ns are in hand to expand the 

plant further to 120.000 tonnes by end-1973. 
Between May. 1962 and December. 1970 Hindalco. now India's largest producer of aluminium, has produced 372.903 tonnes of 
aluminium, which has saved for the nation nearly Rs. 180 crores of precious foreign exchange. 

As a substitute lor imported copper in the electrical industries, 
the above output represents a much larger foreign 
exchange saving, since one tonne of aluminium is replacing 
two tonnes of copper and as imported Copper is several 
times costlier than indigenous aluminium. 
As a vital raw material for Electrical Conductors 
b Cables. Telecommunications. Electric 
Capacitors. Condensers and Motors, 
Transportation (by road. rail, air and 




wa er). Containers & Packaging (in both 
rigid b flexible forms). Building & 
Construction, Furniture. Paints. Surface 
Coatings, Explosives and Rocket Fuels, 
Industrial Castings, Steel Deoxidizing, 
Coinage. Missies, Rockets. Satellites. Sophis¬ 
ticated Consumer Durables (like air-conditioners, 
refrigerators, electric fans), Business Machines 
(computors, typewriters, etc), Irrigation Piping. Grain 
Bins, Drainage Culverts. Water Mains and countless other applications, HINDALCO aluminium is helping to build a new India...With its 
almost limitless variety of forms and shapes and its versatile properties, HINDALCO aluminium is sure to play a crucial rote in meeting 

industrial India's challenge today and tomorrow... 

HINDUSTAN ALUMINIUM CORPORATION LTD. 

WORKS: P.O. RENUKOOT, DISTRICT MIRZAPUR, U.P. 
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AFFAIRS 


Siemens India 

Sii Ml,NS Inwa l td has repor¬ 
ted impressive improvements 
m its working results during 
the year ended September 30, 
1073. Its sales during 1072-73 
icached the record level of 
Rs 43.72 croics and it out¬ 
stripped its previous year's 
performance by its much as 
Rs 5.21 crorcs. Gross profit 
too moved up sharply by about 
12.3 per cent from Rs 4.08 
crorcs to Rs 4.58 crores. The 
chrectois have however main¬ 
tained the equity dividend for 
1072-73 at 18 per cent. One 
third oft lie recommended divi¬ 
dend will be tax-free in the 
hands of the shareholders while 
the entire dividend was tax 
free in the previous year. The 
company's orders on hand to¬ 
talled Rs 46.87 crores, Rs 3.33 
crores more than in the preced¬ 
ing year while pending orders 
amounted to Rs 30.16 crores as 
compared to Rs 26.55 crores 
in the earlier year, f'he com¬ 
pany expects a furthei expan¬ 
sion of business during 1973-74. 

In the electrical field, power 
is the coefficient of expansion. 
When all the schemes now on 
the drawing boards of govern¬ 
ment and state electricity 
boards arc translated in to 
more power generation, the 
company is confident of 
receiving a fair share of 
the additional demand tor 
electrical equipment. Out of 
the gross profit the directors 
have allocated a sum of Rs 
75.08 lakhs to the depreciation 
reserve, Rs 12 lakhs to develop¬ 
ment rebate reserve, Rs 243 
lakhs to taxation reserve and Rs 
5 lakhs to debenture redemp¬ 
tion reserve and Rs 120 lakhs 
to general reserve as against Rs 
73 70 lakhs Rs 8 lakhs, Rs 170 
lakhs and Rs 5 lakhs and Rs 


142 lakhs provided respective¬ 
ly in 1071-72. 

Indian Aluminium 

Indian Aluminium C ompany 
has announced the issue of 
31,00,477, ordinary shares of 
Rs 10 each at a premium of Rs 
II per share for a total issue 
of Rs 6.7 crores. Out of this, 
12,42,132 ordinary shares are 
being offered to the existing 
shareholders Indian nationals 
resident in India - who are 
registered holders of ordinary 
shares as ou November 20, 
1973 in the ratio of one new 
share for every five ordinary 
shares held. The remaining 
19,48,345 shares are being 
offered for public subscription. 
Out of these, 3,89,670 shares 
have been reserved for the unit 
Trust and the I.ife Insurance 
Corporation and the emplo¬ 
yees of the company. The list 
will open on January 29, 1974 
and close on February 8 or 
earlier at the discretion of the 
directors of the company but 
not earlier than January 31. 
The issue will finance a part 
of tile expenditure being made 
to increase Imlal's metal pro¬ 
duction facilities at its smelter 
at Bclgaum in Karnataka 
from 40,000 to 60,000 tonnes 
annually. This project, along- 
with the related additions 
t*> fabricating facilities en¬ 
visages a capital expenditure 
of Rs 20.1 ciores, 

Kothari (Madras) 

Kothari (Madras) Ltd has 
embarked on an ambitious di¬ 
versification and modernisa¬ 
tion programme. The company 
has already made considerable 
progress in the implementation 
of these schemes. The com¬ 
pany will shortly commence 
production of tereviscose yarn 


in its two textile mills, one at 
Coimbatore and another at 
Adoni. At one of its textile 
mills at Coimbatore machinery 
is being installed for under¬ 
taking diversification of its pro¬ 
ducts. The company is also 
branching out into new lines 
of activities by going into the 
manufacture of caustic soda 
and wrist watches. Other gain¬ 
ful lines of activities are also 
being explored. It is possible 
that the steps regarding the 
implementation of the manu¬ 
facture of caustic soda may be 
taken up during next year. 
As regards the manufacture of 
wrist watches, it may take an¬ 
other two years from now. 
Necessary sanctions are uwait- 
ted in respect of these two pro¬ 
jects. These observations arc 
contained in the Chairman, 
Mr D.C. Kothari's annual 
statement circulated to the 
share-holders of the company. 

The company's financial year 
has been changed. Hence its 
accounts will be presented here¬ 
after for the year ending as 
at June 30 every year. The 
company’s gross profit for the 
ten-month period ended June 
30, 1973, is of the order of Rs 
77 lakhs and the gross profit 
for a period of 12 months up 
to August J973 is about Rs 
130 lakhs. The gross profit 
would have been significantly 
higher il’the increase in power 
cut has not been so steep as it 
had been. The gross profit for 
the current year, from July to 
October 1973 is over Rs 120 
lakhs, if this trend is main¬ 
tained t he company’s gross pro¬ 
fit for 1973-74 will be one of 
the highest achieved so far on 
the basis of the combined pro¬ 
mts of all the amalgamating 
units. The textile division has 
earned a gross profit of Rs 
48.68 lakhs for 10 months as 


compared to Rs 37.57 lakhs for 
the preceding year of 12 mon¬ 
ths and this is indeed a satis¬ 
factory performance. The com¬ 
pany exported textiles to the 
the tune of 44 lakhs as against 
Rs 42 lakhs during 1971-72... 
The exports for the year under 
review could have been much 
higher but for the power cut 
which inhibited undertaking 
export orders on a large scale. 

During the current year 
from July to October the 
company has already exported 
textiles to the value of Rs 
25.16 lakhs and if the export 
market continues to be fa¬ 
vourable, the company's tex¬ 
tile exports might easily touch 
a new peak during 1973-74. 
The working results for the 
current year as far as the textile 
division is concerned is quite 
encouraging. The gross profit 
lor the textile division for tlie 
four-month period ended Octo¬ 
ber 1973 is around Rs 120 
lakhs. The company would be 
least affected by the unprece¬ 
dented increase in the price of 
Egyptian cotton which is about 
three times the price prevailing 
in the previous year. The com¬ 
pany has enough stocks of 
cotton to last for the entire 
period of 1973-74 and hence 
the company will not be pur¬ 
chasing the Egyptian cotton at 
the prevailing prices. 

Larsen & Toubro 

The sales of Larsen Toub¬ 
ro Limited have shown an en¬ 
couraging rise in the first eight 
months of 1973-74, according to 
a statement made by the Chair- 1 
man, Mr H Holck-Larsen at 
the extraordinary general meet¬ 
ing held on December 18. 
Whereas sales in the first eight 
months of 1972-73 were Rs 
16.96 crores, in 1973-74 they 
have already reached Rs 22.69 
crores, recording an impressive 
rise of 34 per cent. 

The extraordinary general 
meeting was held to app¬ 
rove resolutions which rene¬ 
wed Mr N. M. Desai’s 
terms as Managing Director 
for a period of five years 
from April J, 1974 and appoin¬ 
ted Mr K.S.S. Mani, Mr. U.V, 
Rao, Mr D.L. Prudhun and Mr 
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B-G.N. Patel as wholetime 
directors of the company for 
five years effective firointhe date 
when approval of the central 
government is received. The 
meeting passed a resolution 
amending the Articles of Asso¬ 
ciation of the company to in¬ 
crease the permissible maxi¬ 
mum number of directors to 
seventeen from fifteen. The 
meeting also approved the 
setting up of a new undertaking 
to manufacture multi-purpose 
hydraulic excavator loaders and 
combine harvestors. 

Gujarat State 
Fertilizer 

With the commissioning of 
].arson Sc Toubro’s sulphur 
dioxide and oleum plant, 
Gujarat State Fertilizers Com¬ 
pany Limited (GSFC) has set 
the scene for putting on strean 
India's first caprolaclum plant. 
The products of this plant will 
provide the feedstock for the 
caprolaclum plant of GSFC' 
which is scheduled to go on 
stream shortly. The indigenous 
production of caprolaclum will, 
for the first lime, replace im¬ 
ported caprolaetum, which is a 
critical raw material for the 
nylon industry. The sulphur 
dioxide and oleum plant was 
iormally inaugurated recently 
at Manali, near Buroda, by 
Mr C'himanbhai Patel, Chief 
Minister of Gujarat. Designed, 
fabricated, erected and com¬ 
missioned by Larsen &. Toub- 
ro Limited fl.&T) on a turn¬ 
key basis, GSFC's sulphur 
dioxide and oleum plant in¬ 
corporates some unique fea¬ 
tures. The special feature of 
this plant is the double absorp¬ 
tion process hy which the efflu¬ 
ent gas is freed of polluting 
gases. This, not only elimi¬ 
nates environmental hazards, 
but improves sulphur utilisa¬ 
tion efficiency. 

L & T has long been 
associated with GSFC. It 
had earlier successfully car¬ 
ried out the mechanical and 
electrical erection, instrumen¬ 
tation piping and commis¬ 
sioning of GSFC's ammonia 
and urea plants in the first 
phase. The L ScT has contri¬ 
buted in a big way in the cap 
rolactum plant, which includes 


fabrication of sophisticated 
equipment such as stainless 
steel reactor and columns. It 
has also supplied low tension 
switchboard and valves. The 
L &T\s subsidiary. Engineering 
Construction Corporation 
Limited, has done a large por¬ 
tion of the civil work in the 
caprolactam plant. 

United Bank of India 

The United Bank of India 
has taken over the assets and 
liabilities of Hindustan Mer¬ 
cantile Bank, a scheduled bank, 
along with its six branches, in¬ 
cluding those at Kanpur, Delhi 
and Bombay. Started in 1944 
the total deposits and assets 
of Hindustan Mercantile Bank 
as on December 31, 1972 

amounted to Rs 3.20 crores 
and Rs 4.40 crores respectively. 
The merger raises the number 
of branches of the United Bank 
of India to 403. 

Mahindra and Mahindra 

The government of India has 
granted recognition to Mahin¬ 
dra and Mahindra Limited as a 
manufacturing export house. 
The C hief Controller of Im¬ 
ports and Exports while grant¬ 
ing the eligibility certificate to 
Mahindra and Mahindra 
Limited has assessed the f.o.h. 
values of the exports made by 
the company during 1972-73 
at Rs 1.56 crores. 

News end Notes 

(Expansion and Diversification) 

The efforts of Acme Manu¬ 
facturing Company Ltd to 
diversify its lines of manufac¬ 
ture have amply been rewarded. 
The ftirst asphalt paver finisher, 
manufactured in collaboration 
with Millars Machinery Co. 
Pvt. Ltd has been field tested 
and has proved successful. 
The first prototype road rol¬ 
ler will also be lield tested this 
year and production is ex¬ 
pected to commence by the 
end of the year. With the de¬ 
linking of the company from 
the MRTP Act, the company 
has been able to double the li¬ 
censed capacity tor the manu¬ 
facture of valves and push rods. 
The management is also con¬ 


sidering the feasibility of setting 
up a new unit in Gujarat for the 
manufacture of 900,000 valves 
and 300,000 push rods per 
annum to utilise the additional 
licensed capacity which has 
been granted by the govern¬ 
ment. The company is also 
negotiating to manufacture so¬ 
phisticated diesel engines to re¬ 
place the old Cooper Engines 
lor which the market is slow¬ 
ly receding and production has 
become uneconomical. The 
company is developing a few 
more new products which will 
be introduced during the course 
of the year. They art* expected 
to yield better results. 

New Issues 

Universal Glass Ltd, promo¬ 
ted by Jagatjit Industries Lid 
is setting up a plant at Sahiba- 
bad in lit tar Pradesh for the 
manufacture of glass bottles, 
containers and a host of other 
miscellaneous hollowwares 
with a capacity of 18,000 ton¬ 
nes per annum. The plant is so 
planned and designed that it 
is capable of manufacturing 
bottles of all shapes and sizes 
with narrow or wide nicks 
within the weight range of 
about 200 to 500 gms. This 
will enable the company to 
cater to the beer, liquor, soft 
drink, milk, milk food, phar¬ 
maceutical and package in¬ 
dustries. 

The company has entered 
into an agreement with 
Nickolans Sorg GmbH of 
West Germany for the supply 
o( complete furnace, design 
and technical know-how. Niko¬ 
laus Sorg is one of the leading 
firms in Europe specializing 
in designing of furnaces for 
the glass industry. Under the 
agreement, the foreign colla¬ 
borator will provide all techni¬ 
cal assistance till the start up 
of production. The company 
has also entered into an agree¬ 
ment with Emhart Corpora¬ 
tion of the USA for the supply 
of the main production equip¬ 
ment including two automatic- 
glass forming machines and 
automatic feeders as well as 
the installation, erection and 
commissioning of the plant. 
Work, on the project has al¬ 
ready commenced and the 


erection of the plant is espe 
ted to be completed by D 
comber 1974. Commcrei 
production is expected to t on 
menee by January 1975. 

The plant is being set up t 
augment the supply of gla 
bottles which have become 
short supply due to increasii 
demand of breweries, distillcti 
and soft drink plants in tl 
area With the setting up < 
more breweries, the supp. 
position of glass bottles 
likely to become morecntica 
In addition Jag!jit Industries 
expected to take up onc-thn 
of the production for its us< 
The company, therefon 
has no difficulty in markehn 
of its pioducls. 

To raise part of |(i 
resources required for th 
implementation of the projcei 
the company will be cnlerm, 
the capital market by offer in; 
to the public for subscriptioi 
540,0(10 equity shares of R 
10 each for cash at par. Tin 
subsetiption list opens oi 
January 9 and will close oi 
January 19 or eat her but mn 
before January 11. The cntiri 
public issue is underwritten 
Barring unforeseen circums¬ 
tances the company hopes to 
earn reasonable profits from 
the very first year of commer¬ 
cial production and declare a 
maiden dividend of not less 
than 10 per cent for the finan¬ 
cial year commencing from 
January I, 1975. 

Bengal Arc Steel Ltd, is offer¬ 
ing to the public for subscrip¬ 
tion 238,500 equity shares of 
Rs 10 each Ibi cash at par. The 
subscription list tor this fully 
underwntten issue opens on 
January 2 and will close on 
January 12 or earlier at the 
discretion of the directors of 
the company but not before 
January 4. The proceeds of 
this issue will provide pari of 
the finance required for setting 
up a mini-steel plant with a 
10/12 tonne electric arc melt¬ 
ing furnace in the Puruha dist¬ 
rict of West Bengal. The annual 
installed capacity of the plant 
will be 18,400 tonnes of mild 
steel ingots. 

The plant and utilities 
are so planned as to permit 
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nrthcr diversification und 
\pansion at minimum cost 
nil without interruption to 
r kI action. The success of a 
'hint in the conditions prevail- 
i the country depends largely 
*n the regular and uninterrup- 
ed supply of power and the 
vailabtlity of steel scrap, 
he project heated al Purulia 
< at a relatively short distance 
roin the Santaldih generation 
vhich being a thermal power 
tat ion located near the coal 
icld of eastern India is least 
ikely to be affected by either 
he vagaries of nature or trans¬ 
port bottlenecks affecting the 
*oaI supply. Since the project 
vill be getting its power from 
he Santaldih power station, 
eliable and uninterrupted 
source of power is also assured. 


Further, Purulia is geographi¬ 
cally located in the heart of the 
*crap generating areas as four 
tiajor steel plants are in the 
;lose vicinity of which the Bo- 
<aro steel plant is of particular 
niportance to the project. Be- 
»ides, the coal fields of Jharia- 
Ranigunge are at a short dis- 
ancc from Purulia and con¬ 
siderable quantities of scrap 
from these regions will be avail¬ 
able. It must also be conside¬ 
red that Calcutta is one of the 
largest scrap collecting centres 
of India and that the eastern 
region accounts for 53 per cent 
of the total scrap collection of 
the country. Hence, this pro¬ 
ject has a basic advantage as 
compared to similar installa¬ 
tions elsewhere. The company 
has made considerable pro¬ 
gress in the implementation of 
the project. C onstruction work 
is in full swing, and is expected 
to be completed by February/ 
Ma,ch, 1074. The W.S. Atkins 
Pijvate Ltd has been selected 
as technical consultants to the 
project. 7he capital outlay on 
the project is estimated at Rs 
105 lakhs and it will be financed 
by equity share capital of Rs 
40 lakhs and long-term borrow¬ 
ings of Rs 65 lakhs. The pro¬ 
ject with its additional advan¬ 
tages of location from the point 
of view of scrap supply, avail¬ 
ability of power, the incentives 


and subsidies available to in¬ 
dustries in centrally declared 
backward areas, has a bright 
future. 

Yamuna Gases Limited, a new 
company will be entering the 
capital market in February 1974 
with u public issue of 120,000 
equity shares of Rs 10 each at 
par, The company has an 
authorised capital of Rs 25 
lakhs divided into two lakh 
equity shares of Rs 10 each and 
5,000 preference shares of Rs 
100 each. Out of this, 80,000 
equity shares have been paid- 
up to the tune of Rs 5 per 
share. The present issue is for 
120,000 equity shares. The 
company will make applica¬ 
tion to the Delhi Stock ex¬ 
change for listing the shares. 
The company was initially in¬ 
corporated as a private limited 
company on March 13, 1973 
styled Yamuna Gases Private 
Ltd which has now been chan¬ 
ged to Yamuna Gases Limi¬ 
ted. The company has been 
granted an industrial licence 
for the manufacture 4-5 lakh 
cubic metres of oxygen and 
one lakh cubic metres of 
dissolved acetylene gas per 
year. The manufacturing unit 
is being set up at Jugadhri in 
Haryana state. 

The oxygen plant is 
being imported from Germany 
and cylinders from Hungary 
and will go on stream in 
June. 1974. The cost of the 
project is Rs 42 lakhs which 
will be met by equity share 
capital, loans, borrowings and 
security deposits. With the ra¬ 
pid increase in the number of 
mini steel plants and increased 
construction activity, the de¬ 
mand for oxygen is increasing. 
With ati assured market com¬ 
bined with tax benefits and 
other tax reliefs, the company 
will be able to declare a subs¬ 
tantial dividend from the very 
first year of its working. 

Interim Dividends 

The directors of India Toba¬ 
cco Company Ltd have de¬ 
cided to declare an interim divi¬ 
dend of seven per cent for the 


year ending March 31, 1974 
payable on or after January 
31, 1974 to registered share¬ 
holders whose names appear 
on the Register of the company 
as on January 17, 1974. The 
Register of Members will be 
closed from January 3 to 17, 
1974 both days inclusive. 

The directors of Chemical 


and fibres of India Ltd have 
announced a second interim 
equity dividend of 10 per 
cent for the year ended Sep¬ 
tember 30, 1973. 

The directors of Savamal! 
Estate Ltd have proposed an 
interim ordinary dividend of 
10 per cent for the year 
ended October 31, 1973. 


Dividends 

(Per cent) 

Name of t he com- Year ended Equity dividend dcc- 

pany larcd for 

Current Previous 
year year 


Higher Dividend 




Glaxo Laboratories 




(India) Ltd. 

June 30, 1973 

18.0 

17.0 

Tata Chemicals 

June 30. 1973 

19.0 

17.0 

Srce Akkamba Textiles 

June 30, 1973 

15.0 

Nil 

Shrcc Madhusudan 




Mills 

June 30, 1973 

10.0 

Nil 

Mysore Kirloskar 

June 30, 1973 

12.0 

10.0 

Same Dividend 




Modi Spg. & Wvg. 




Mills 

April 30, 1973 

12.0 

12.0 

Moped India 

June 30, 1973 

Nil 

Nil 

Sun Paper Mill 

June 30, 1973 

Nil 

Nil 

Oriental Industrial In¬ 




vestment Trust 

Sept. 30, 1973 

7.0 

7.0 

Tiibeni Tissues 

Sepl. 30, 1973 

15.0 

15.0 

Arlabs Ltd 

June 30, 1973 

Nil 

Nil 
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ERYTHRINA INDICA. 

MACARANGA PELTATA, STEREOSPERMUM CHELANDRtS, 

DILLENIA PENTAGYNA et cetera 

What arc they? 

Nothing but a few of the tongue-twisting botanical names ot certain soft 
and semi-hard wood species locally known in Kerala a«; MURUKKU, 
UPPOOTHY. POOPAADIRI, VAZHAPUNNA etc. which are now being 
used* as raw material for producing. 

RAYON GRADE PULP. 

Thus Gwalior Rayons helps build up economy of 
Nation by saving nearly fifteen crores rupees worth 
of foreign exchange every year. 
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THE GWACIOR RAYON SILK MFG. (WVG7) CO. LTD., 

(PULP DIVI8ION) 

BlPlAkootem - MAVOOR - KozhikoAe Dt. 

KERALA 

Grams : "WOODPULP" Calicut Tale*: 084*216 Phones : 3973 A 3974 (Calicut) 

51 A 52 (Mavoor) 
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COMPANY MEETINGS 



Shri K. R. Kiimani 

, 1 extend hnou a vctv hearty 
.welcome to the 28th Annual 
Cicneral Meeting of your Com¬ 
pany . 

, I would like to begin I he pro¬ 
ceedings with a reference to 
oni sense of grief at the sad 
demise of Sir Datar Singh on 
the 17th of May this year. He 
toas a senior member of our 
Board of Directors and wc re¬ 
member Ins association with 
the company with a profound 
sense of loss. 

J During the ycir under re¬ 
view, tlie e;,>;i i/ny had to 
pass through a difVcult phase 
jm irked by droughts and flood* 
an in \\\) p iris of th? c untiy, 
! p nver shortage* an J pjrustin'; 
Tuu;it> of in ludrial inputs 
’The leNultant shortages have 
'pushed up price* for a wad: 
tamge of eoinn idities includ¬ 
ing both capital and consu- 
1 nicr good* to unprecedented 
■levels. This, in turn, has 
Vie lied Widespread unrest in 
th: country. A number of 
policy m'asiiies ivcmlly taken 
by (iovernnient, ranging from 
procedural innovation* in the 
nutter ol licensing to the red- 
Mints now in force under what 
is ,’opulurlv known as the ‘Vre- 
<tit squeeze” on the flow of cre¬ 
dit ti> speculative channels, are 
podtiw proof of the tact that 
government is seriously seized 
ol the situ it ion. I he number 
ol sucicsd'til capital issues dur¬ 
ing the uvent mmlhs are en¬ 
couraging evidence of a much- 
needed revival in the capital 
m irkot, more so in the back- 
giound of the adversities we 
have faced during this period. 
VYc have reasons, therefore, to 


KAMANI METALS & ALLOYS LTD. 


Statement of Shri R. R. Kamani, Chairman, Kamani Metals & Alloys Ltd., 
on the occasion of the 23th Annual General Meeting of the Shareholders 
of the Company in Bombay on December 28, 1973. 


believe that the worst is per¬ 
haps over and the economy of 
the country, after a phase of 
disturbing developments, is 
now beginning to look up. 
Wc need to rc-inforcc our opti¬ 
mism with a measure of faith 
in ourselves. In our relation 
with other nations, wc have 
played our cards with pre¬ 
science and skill. Internally, 
despite occasional discord and 
sporadic acts of violence, we 
have managed to forge and pre¬ 
serve a substantial measure of 
national unity; in the commu¬ 
nity of nations, this is indeed 
our chief pride and glory. 

We now need to translate, for 
our illiterate and dumb masses, 
our political triumphs into use- 
able goods of the world. The 
task perhaps lacks the drama 
inherent in political action but 
is full of sterner challenges. 

In key sectors like steel, po¬ 
wer, ccm:nt, fertilisers and 
food grains, achievements have 
fallen far shirt of th: targets 
laid down m th: fourth 
Plan. In 1973-74 the pro- 
du;tion of food grains miy 
b: aroun 1 II5mIlioa ton tic < 
and this would ni:un an in:rc- 
sc of around 6 per cent over 
the production level of 1970-71 
but during these three years 
the estimated increase in 
population would be nearly 
7 percent. Thus we have not 
achieved any improvement 
in the per capita production 
of food grains during this 
period and we continue to 
depend on sizeable imports 
despite tlie “green revolution" 
on our farm*. Industrial pro¬ 
duet ion during the iirst ten 
months of 1973 has been stag¬ 
nant at the level of the previous 
year. The power famine in the 
country continues substantially 
unabated, with huge generation 
and transmission losses, per¬ 
sisting undtminished. All the 
stales, barring, Kerala have 
sizeable power defuits. It is 
common knowledge that the 
current power shortages arc 
in no way related to droughts 
as the shortages are, far the 


most part, not in hydro-power 
but in thermal power. In foreign 
trade, too, the picture is alter¬ 
ing in undesirable ways. Fx- 
ports have no doubt increased 
by perhaps as much as 10 per 
cent in 1973-74 over the pre- 
vion year but this increase has 
to be seen against the subs¬ 
tantially higher import bill this 
year. For the first time in 
several years, we now have a 
trade deficit to cope with. 
The current international oil 
crisis is of far greater conse¬ 
quence for us than is generally 
realised. 1 he common belief 
that since the oil crisis is a 
product of the war in the 
Middle Fast, the crisis will 
resolve itself with the ending 
or the war is illogical in the 
face of the realities of the situa¬ 
tion. Oil prices will continue, 
to climb irrespective of any 
settlement in the Middle Fast 
probably by as much us 100 
percent in one to two years 
and even if we were to freeze 
the level of consumption of 
oil at the current physical 
level, the increase in oil price 
is bund to exert unbearable 
pressures on our foreign ex¬ 
change resource. A carefully 
worked out national energy 
plan is now a stark necessity. 
In recent years, prices in gene¬ 
ral have continued to rise at 
an unprecedented rate and in 
consequence, there has been 
country-wide clamour for high¬ 
er emoluments in all employ- 
m:nt sectors, Inflation has been 
feeding on itself and the result 
of this process has been an 
all-round escalation of costs 
and prices and consequent 
erosion of the living standards 
of all. 

The Credit Squeeze 

In an obvious effort lo 
arrest the inflationary trends 
and to check the flow of bank 
finance into speculative chan¬ 
nels, the Reserve Bank of India 
has issued the series of direc¬ 
tives restricting the availability 
of funds from the banking 
sector. There cannot be two 


views on the need for contain¬ 
ing inflation and checking 
speculation or on the impor¬ 
tance of regulating money sup¬ 
ply to achieve this purpose but 
one would hope that there can¬ 
not be two views, similarly, on 
the positive undesirability of 
starving the productive sectors 
of t he economy of t heir day-to- 
day credit needs. As a part of 
initial steps towards implement¬ 
ing the directives of I he Reserve 
Bank, the commercial banks 
have stalled the processing 
of applications for additional 
facilities, frozen unutilised faci¬ 
lities already sanctioned and 
raised margins from 10 percent 
to 20 per cent on stocks and 
book debts. These measures, 
coming as they do in the wake 
of unparallaj spurrs in the prices 
of non-ferrous metals, arc 
hound to seriously dislocate 
our industry and cripple pro¬ 
duction, exports and employ¬ 
ment. The requirements of 
finance for working capital have 
increased in proportion to the 
increases in the prices of raw 
material hut as against this, 
the manufacturing units arc 
now faced with substantial 
shrinkages in the volume of 
credit available to them from 
the banking sector on the one 
hand and large increases in 
the margins they are required 
to provide, on the other. Scal¬ 
ing down of operations by these 
units would mean further 
sagging of production levels 
and this in turn would only 
mean further accentuation of 
inflationary measures and frust¬ 
rating of the very objectives of 
the “credit squeeze". Surely, 
this cannot be the intention 
of the Reserve Bank. I hope 
that the hanks will soon gain 
greater clarity about the ob¬ 
jectives of the squeeze and de¬ 
velop appropriate norms to 
operate the new controls in a 
way as not to jeopardise the 
priority sectors or disrupt 
production, exports and em¬ 
ployment. I would urge that 
the banks ascertain the views 
of important sectors of the in- 


LAMLRN U.ONOMJST 


28 


JANUARY 4, 1974 


impact on foreign investment, both di 
frect and portfolio, and international con¬ 
siderations are increasing in the choice of 
governments as to which system should 
adopted. For example the European 
Communities arc hoping to agree on a 
harmonised system, because they believe 
that the existence of different systems 
affects capital flows. 

Considered by itself, the separate tax 
system is neutral towards international 
capital flows, since resident and non-resi¬ 
dent are treated alike. And if the sepa¬ 
rate system were to exist in a world of' 
separate systems, the flow of profits, and 
hence of investment, would not be affected 
by the choice of tax systems as such, tho¬ 
ugh it would of course be influenced by 
varying levels of tax, by withholding and 
repatriation practices and by many fac¬ 
tors that have nothing to do with 
taxation, 

* But if, as is true in the real world, the 
separate system in one country coexists 
with a system in another country, which 
gives tax relief for distributed profits, the 
resident of the country with the separate 
tax system will have an incentive to in¬ 
vest in countries which give such relief, 
providing that he benefits from these pro¬ 
visions, while there will in general be a 
disincentive to flows towards countries 
which do not giant relief 

Accountry with a split rale system would, 
other things being equal, lend to attract 
non-resident investment, because the lo¬ 
wer rate for distributed profits automati¬ 
cally applies to non-resident portfolio 
investment and to direct investment in 
the form of subsidiaries. Branches of fo¬ 


reign firms do not, however, get the bene¬ 
fit of the lower rale. 

Under an imputation system, the tax 
credit on dividends is not automatically 
extended to non-residents and hence dis¬ 
crimination against foreign investors mav 
be involved. In fact, the only countries 
with this system to give relief to non 
resident investors arc France and the 
United Kingdom, and then only to port¬ 
folio investors from countries with whom 
France and the United Kingdom have 
tax treaties which provide for such cre¬ 
dit. 

Governments, which have split rate or 
imputation systems, do not give tax re¬ 
lief to residents who invest abroad, as 
the purpose of such relief is usually to 
make investment at home more attiactive. 
Jn this context it is logical to give relief 
to non-residents who invest in the country 
giving relief rather than to residents who 
invest abroad. 

Tax systems also may a fleet govern¬ 
ments'share of revenues from jnlei national 
investment. Thus, for example, when the 
government of the United Kingdom 
changed lax systems in 197,1, one of the 
factors which led it to prefer the imputa¬ 
tion to the split rate system is that under 
existing patterns of bilateral tax treaties, 
where each of the two countries levies 
the same rate of wit holding tax on divi¬ 
dends paid abroad, the split rate system 
involves a sacrifice of tax revenue from 
international investment. 

A number of the issues raised in the re¬ 
port of OECD tax experts arc being taken 
up in OECD's Fiscal Affairs Committee, 
e.g. 

1. A Working Parly on Double Taxa¬ 


tion is exploring how far international 
friction due to the coexistence of different 
systems can be resolved through bilateral 
*:ix treaties, 

2. A newly formed Working Parly on 
Multinational Enterprises will be looking 
at the ellects of the different systems on 
direct investment intlie context of a larger 
si tidy oft he tax position of such enterprises. 

( hitngos At Proposed Changes in 't axation Systems 

l%2 Neunutk Repott iccommvnds split rate sys¬ 
tem for Mf 

l%S United Kingdom replaces loin mm* imputation 
type system hy sc pm ale system. 

!%S |-ranee replaces formci separate system by 
imputation system 

1%<> ('alter Rcpoit uvoinmeiuls that Canada 
adopt fully integrated imputation system 
to replace present partial imputation system. 
I%N Austria replaces former separate system bv 
split into system. 

i9pR Netherlands ienounces its intention to a ban- 
dou sepmatc system. 

!%N Italy proposes to replace its schcdulur sys¬ 
tem bv separate system 

1970 Norway replaces separate system hy split 
rate system 

I9 : U IIU Consultant icport Kvomincnds sepa- 
late system as harmonised 1 IX ’ s>stcm. 

1971 United Kingdom announces intention to re¬ 
place sepaiate system hy either split rate or 
imputation s\stcm. 

1971 (ieimany announces possibility ot replacing 
split rate by full intciMutcd imputation sys¬ 
tem. 

W7I C anada pi opuses to adopt a moie extreme 
version cf the imputation system 04 per 
cent instead of per cent credit*. 

1972 United Kingdom adopts imputation system 
to tome inio etTect in ^prd 1973. 

1972 Ireland puts out discussion paper recom¬ 
mending adoption of an imputation system. 

1973 New proposals expected front EEC Com¬ 
mission on harmonised VAX' system. 


X 

m 

V 

7 

Separate < orpwntt tax 

i Non# \ln'ht iilt. nut,art >/etoiumth doubt, taxununl 

1 

Partial integration of corporate and iudiddu.il lax 
( Partial attestation ot tmronik doubh ni'atum ‘ 

1 uli nssiDiii, uou ot rnrpm.m tax to individual t.i\ 

[ total atti'\uihnti rj «<•»■/,sovu doubt. tu\<iti>» . 



(Another difference is that payment may be made to 
the taxpayer under Y2a but not undet Y2bd 

Brackets indicate subsidiary features , of the regime between the two rates of a split rate system (j.g. U approaches an X2 system in substance. On the 

Mpjft the country concerned , but the diagram conceals Japan , where maximum rates are 36.75 per cent other hand if relatively slight alleviations , arc giver 

^the fact that the substance as distinct jrom the for undistributed and 26 per cent for distributed pro both at company and shareholder le\c( le.g. Swe- 

Joifp of the system depends on the amount fits) the system may /v regarded in practice as den), the system might in substance V regarded as 

of tax relief. Thus , for example , while the closer to XI than Yf. Similarly, if the credit under closer to Y though t( remit,u\ t o molt v X. 

primary dividend can be regarded as a mild form the imputation system is relatively modest (e.g. in Reproduced from k Company Tux Systems 

of the split rate T if there is little difference Canada it was 20 per cent of the tavablc aivulcnd) in OECP membei countries .* 







EVR, or "Periyar" as he 

was known for at least two generations 
in millions of households in Tamil Nadu, 
came from a town in Coimbatore district— 
Erode which was also the place of my 
childhood and the subsequent years at 
school. 1 like to recall him as he was in 
his early 50s which was more than forty 
years ago- walking briskly down our 
street as he took to his regular constitu¬ 
tional and as regularly stopping for a while 
to pass the time of the day or exchange 
pleasantries with my grandfather. He was 
already a striking figure then, somewhat 
short perhaps but broad-shouldered and 
bearded. 

I do not remember at this dis¬ 
tance in time whether his hair had turned 
white already or only greyed, but my im¬ 
pression is that the beard itself was more 
or less in its full glory. Although some 
more years had to pass before he became 
the father-figure of a potent cult, his 
awesome reputation as a total atheist 
had been firmly established even by that 
time. For me, a Brahmin boy from a ra¬ 
ther orthodox family, FVR therefore had 
all the attraction of a forbidden fruit. 
My first encounter with him was, in the 
ciicumstances, both a iiauirnl and an un¬ 
usual event and 1 recollect with pride my 
bearding the lion in his den and coaxing 
the donation of n four-anna bit from him 
for the Vina yak a Chalurthi (Ganesh 
Puju) celebration at my school. 

Possibly because of this ‘‘personal back¬ 
ground” I felt lather peeved at the Piesi- 
dent, Mr V.V. Giri, and the prime minis¬ 
ter, Mrs Indira Gandhi, employing the 
most common of cliches to describe FVR 
in their stilted and obviously formal tri¬ 
butes on his passing away. They called 
him “colourful’', which is just like calling 
a tiger a yellow cat with black stripes. The 
adjective was not merely inappropriate 
but impertinent when applied to the per¬ 
sonality of FVR because, as it happened, 
FVR had no use for colouts at all. Not 
only did he dress himself only in black and 
white but he also saw the great issues with 
which he concerned himself simply and 
only in terms of black or white. He ruled 


out all colours in between. To him the 
rainbow was truly an illusion. 

As a social revolutionary he was in the 
company of Ambedkur and Gandhi, but 
he was very much more authentic than the 
former and definitely more complete than 
the latter. This was because the finality 
of his atheism enabled him to dismiss in 
theirentirety the postulates or prescriptions 
of religion which would impose inequality 
or at least gradations of equality among 
men. FVR made a name for himself as a 
relentless baiter of the Brahmin and while 
few would dispute the daemonic quality 
of his personality, many might argue that 
its moving force was merely hate. It is not 
possible for anyone, unfortunately, to 
make omelettes without breaking eggs and 
FVR surely had a grand demolition job to 
do. The excesses of his more militant cru¬ 
sades arc therefore to be ignored as inci¬ 
dental to his intellectual and emotional 
conviction that most of the things that 
went with religion and even more so with 
its lituals arc at once the vilest obscenity 
and the grossest violence perpci rated on the 
dignity of man. In any case, when the 
last word has been said in criticism of him 
or his consequences, it would still be true 
that he had done more for the social eman¬ 
cipation and, more important still, the 
emotional reconstruction of the under-dog 
than iny other Indian who was at any time 
his contemporary, with the possible ex¬ 
ception of Gandhi himself. 

The prime minister of 

New Zealand, who was in New Delhi in 
the last week of December, is a states¬ 
men in a liberal tradition His country 
may not dispose of big battalions, but this 
has righlly nol deterred his government 
from taking an enlightened stand on 
controversial issues in world politics 
from time to lime. India has reason 
to remember with gratitude Wellington’s 
heart-warming responses during the crisis 
preceding the birth of Bangladesh as well 
as on earlier occasions in the troubled 
history of Indo-Pakistan relations. 

Mr Kirk's visit was essentially an exer¬ 
cise in goodwill and neighbour!mess, but 


both New Zealand and India could pro¬ 
fitably tell themselves on this occasion 
that trade is recognized to be the cement 
of international fellowship. Actually, talks 
have been going on for some time about 
India buying skimmed milk powder from 
New Zealand. That country seems to 
feel that a fairly long-term agreement on 
the quantities India might regularly buy 
would be the best way of going about the 
business. 


Dairying calls for investment over 
time in both herds and equipment 
and since India is sadly deficient in 
protective foods for its undernourished 
population, particularly children and preg¬ 
nant or laclating women, it would seem 
to be both economic wisdom and social 
good sense for New Delhi to look at the 
New Zealand proposals in a constructive 
way. 


Dr Minhas, who recently 

resigned from the Planning Commission 
because of differences with the Planning 
minister who is also the deputy chairman 
of the commission, obviously has his own 
thesis on what a proper fifth Plan should 
be. It is therefore a pity that he has been 
unfortunate in some of the self-appointed 
clucidators of his ideas. The weirdest of (his 
odd lot undoubtedly is Mr Kuldip Nayar 
who is so given to reading between the 
lines t hat he seems to have lost the capacity 
for looking at the lines themselves. Writ¬ 
ing in The Statesman of December 25, Mr 
Nayar allows rather patron is i ugly that 
“Dr Minhas was right in pointing out 
that, in a country where prices have soared 
by between 20 per cent and 25 per cent 
since the publication of the first paper on 
the Plan called ‘Towards and Approach’ - 
(si<-), ihc increase to Rs 29 in terms of 
purchasing power would only mean Mat 
people would have far less than what they 
are having at present.” Subsequently Mr 
Nayar mentions that Dr Minhas “favoured 
a growth rate of between 4.S per cent and 
5 per cent” as against the target of 5.5 
per cent in the Draft Plan. It is not imme¬ 
diately obvious that a higher growth fate 
would not improve the position of the 
poor whereas a lower growth rate would, 
except of course on the assumptions that 
(a) aiming at the higher growth rate would 
necessarily lead to not even the lower 
rate being reached and (b) the very attempt 
at a growth rate of 5.5 per cent would gene¬ 
rate self-defeating inflation, a consequence 
which was sure to be avoided if the rate 
of growth aimed at were only between 4.8i 
per cent and 5 per cent. Whether this 
position is valid needs to be considered,ho 
doubt; but I do submit that Mr Nayar 
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certainly liUsS not made out a case for it 
on behalf of Dr Minhas, who had there¬ 
fore better take a hand himself. 

Incidentally, Mr Nayar finds fault with 

* Mr D.P. Dhar for depriving Dr Minhas 
of the Agriculture ‘portfolio*. He should 
have mentioned in fairness t hat the Mem¬ 
ber of the Planning Commission to whom 
this responsibility has beentransfered and 
entrusted has qualifications for the job 
which it should be difficult to challenge. 

* Mr Timeri Murari, inter- 

viewing Mr Ravi Tikkoo for The Guardian 
(London), quotes the oil tanker tycoon to 
the following effect: 

“l am not affected by anything that happens in 
the oil industry. Yes, Saudi Arabia can blow up 
its oil fields, the oil companies who rent my tan¬ 
kers can order me to tie them all up. I can let them 
rust from now on and I’d still be unaffected. Yes 
HmJy if the world blows up 01 the earth’s orbit is 
affected and we move to the sun and burn up or 
oui into space and freeze to death wilt my toi mulii 
fail. It will make no difference then because we 
will all he dead.*' 

The formula referred to is Mr Tikkoo's 
celebrated bul secret arithmetic which has 
enabled him to buy his way to the top of 
the world oil tanker business with a capi¬ 
tal of £100. Mr Tikkoo modestly admits 
that he did not foresee the present oil 
crisis as it happened, but he asserts that 
his formula “did cover any eventuality that 
may have arisen." If I am not mistaken, 
Mrs Gandhi should still be shopping for 
the financial wizard she some time ago said 
she was seeking for setting our economy 
right. Why docs she not invest, then, in a 
telephone call to Mr Tikkoo at his office 
on Park Lane or in his Hampstead home? 

1 should warn her, however, that Mr 
^Tikkoo, as Mr Murari puts it, is “a brash, 
confident man who believes totally in 
himself and in his mental ability to con¬ 
quer any problem," for it could prove lo 
be a case of Greek meeting Greek. Mean¬ 
while Mr Tikkoo’s opinion of Mr Aristotle 
Onassis, the most famous shipping mag¬ 
nate of them all, is interesting in many 
Ways (and reassuring too): 

*1 think there is something lacking in a poison 
if he has to be seen in some night club or at a 
party flirting with some famous lady or has to 
marry a famous lady. There’s something lacking 
in them 1 think. I don’t need that.” 

Talking of the oil 

world, one naturally thinks of oil 
> as well- i.c., assuming that one has 
not been thinking about oil all the 


time any way. T may say at once that 
1 am not impressed by the outpourings 
of sympathy from the Shah of Iran 
for this country faced as it is with 
prospects of an oil import bill that 
could make its balance of payments 
go bankrupt. It is no doubt good 
of the monarch to have recognized that 
the Indian economy would be facing great 
hardships or that its development could 
be easily jeopardized. It is good of him, 
again, to have suggested that something 
had to be done to temper the wind to the 
Indian or other sheep in the developing 
world which are about to be shorn. But 
I would still prefer to wait and see 
what is to be the quo for the quid - 
or should it be the quid for the quo! I 
confess my Latin is virtually non-existent. 

The Shah has gone on record as being 
totally opposed to the Arab oil exporters 
using that commodity as a political wea¬ 
pon, but 1 nevertheless take leave lo doubt 
that he himself could or would resist the 
temptation in all circumstances. It is well- 
known that he has been taking an active 
interest in Indo-Pakislan relations and 
there have indeed been occasions when that 
interest was blatantly partisan in favour 
of Pakistan. Would it be wholly un¬ 
charitable then to suggest that New Delhi 
should not hesitate to look any gift horse 
from Teheran deeply in the mouth? 


India has a thousand reasons for wishing 
foi peace in the sub-continent and Pakistan 
much more than a thousand. Therefore, 
if Iran or other neighbouring countries, 
which obviously have a stake in that peace, 
were to offer t heir good offices, there is no 
reason why both Pakistan and India should 
not respond constructively. Unfortunate¬ 
ly, I he Shah’s record in this context has 
not been above criticism and it is to be 
hoped that, in the future at least, his diplo¬ 
macy will ensure that the Indian people 
need have no reservations about the in- 


Lal has my good wishes and he needs 
the good wishes of all of us. The pilots 
have never been the most reasonable ele¬ 
ment on the staff of the Indian Airlines. 
On the contrary, it was their successive, 
successful defiance of authority, which 
demoralized a series of chairmen and 
managing directors and turned Dr Karan 
Singh, until recently minister for Civil 
Aviation, into soft putty, which was main¬ 
ly instrumental in causing the mess 
which the Air Chief Marshal is now trying 
to clear up. Individually and collectively 
the pilots have been among the financially 
most-favoured of the ail line’s personnel, 
but this has never deterred them either 
from undermining administrative discip¬ 
line or t he financial basis of the airlines. By 
resorting to agitational or other coercive 
methods regularly to secure excessive 
gains m their pay differentials or other 
conditions of service, they had seen to it 
that the airlines could neither be solvent 
on tlie ground nor perform adequately 
safely in the air. 

The irony of it is that one of the reasons 
why they could get away with it all was 
that such of the public opinion as had 
taken an interest in the matter at all had 
allowed itself lo be peisuadcd that, be¬ 
cause of the nature of their job, the pilots 
could never ask for or be given too much. 
The following observations of Mr Elliott 
Jaqucs, a distinguished name in psycho¬ 
analysis, should therefore be useful: 

"The extent to which phantasy can override rea¬ 
lity was also shown in the widely used and accepted 
argument that locomotive drivers were responsible 
for the safety of hundreds of passengers and for 
countless thousands of pounds’ worth of properly. 

7 he reward for this supposed responsibility was to 
be an increase to a minimum wage of some £10 
per week. The disjunction in thought needs only to 
lie pointed out to be self-evident. A moment’s re¬ 
flection makes it clciu* that in fact no discretion 
which could affect lives is left to the driver. The 


terest he takes in lndo-Pakistan relations, safety system works according to a set of prcscrib- 
Meaiiwhile India, along with other deve- ed rules, uon-eonforinancc to these rules eonsti- 
loping countries, will no doubt welcome tuting negligence. Objective examination of any 
and icspond positively to any coordinated work situation will demonstrate that we simply do 
effort on the part of the oil producing not make payment relative to the possible conse- 
countries to make crude oil or refinery quences of negligence. Yet in the heat of conflict 
products available to the less developed we readily and publicly discuss and argue the ludio- 
countries on terms which will not break ro us as though it were fact, 
the back of their agricultural or industrial 
growth processes. 

By the time these lines appear in print 
mm I 1 should have completed a week’s visit to 

AS I WritS tills COIU nil) Japan and the first few days of another 
I see in the papers that the Chairman of week or so in Australia. This is only an- 
the Indian Airlines will be meeting the other way of saying that MOVING 
pilots for discussions on the avoidance of FINGER will be 
wasteful labour practices and the proper off these pages 
working of the airlines under conditions for the next two 
of restored discipline. Air Chief Marshal issues. 
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Why is the quality of Indian economic 
research generally poor? Why does it 
not compare favourably will) that in de¬ 
veloped commies? Among others, the 
main icason appears to lx* the ignorance 
about methodology to be adopted in 
economic research. An individual economic 
researcher, who is generally left to him¬ 
self and is often without proper guidance 
from his research guide (who is himself 
often ignorant of the methodology) mean¬ 
ders and generally gets lost or sometimes 
arrives at the destination, more hv chance 
than by design. It is high tunc that econo¬ 
mic research gets a proper direction and 
purpose. The Madras Instituteol Develop¬ 
ment Studies have therefore taken the 
right step in organising two methodology 
workshops for Ph.D. students and in 
bringing out A ynitlc u> Hv watch in h.cono - 
/wiew, an excellent book containing a num¬ 
ber of valuable articles on various aspects 
of research methodology by eminent re¬ 
search workets in the country. 

purposive investigation 

Attention can be drawn hole only to a 
few among the nineteen important articles. 
CT, Kurien in Ins articles has stated that 
research in economics means “purposive 
investigation directed towards the dis¬ 
covery of some aspect of the netwotk of 
those inteirelationships which constitute 
the economy and which are systematised 
in and through economic tfieor)." 

The initial and the most ticklish prob¬ 
lem which every researcher meets at the 
very outset is the problem of the choice 
of subject for research. Kurien lias done 
well to advise students on tins vexatious 
subject. In this respect the author has 
suggested that the researcher should take 


into account factors like personal interesl 
and inclination, utility of the subject, ma¬ 
terial available, work already done etc. 
etc. 

theory and facts 

P.R. Brahmananda has discussed in his 
scholarly article the nature of link bet¬ 
ween economic theory and facts. He holds 
the view that the possibility of verifying 
one with reference to the other or support¬ 
ing one by means of the other is rather 
remote. According to him there arc no 
enduring bridges between the two! He 
therefore wants that young research wor¬ 
kers should equip themselves with both 
theory and facts. It is difficult to agree with 
Brahmananda. Theory does not fall like 
manna from the skies; it is derived from 
facts. Theory and facts arc like the shadow 
and the substance and a discerning eye 
should be in a position to observe the re¬ 
lationship between the two. Reading his 
recent articles one gets the impression that 
Brahmananda is becoming a little cyni¬ 
cal these days and one may venture the 
view that cynicism is the greatest 
enemy of learning. The researcher 
should therefore proceed on the 
assumption that there is a great and en¬ 
during bridge between theory and facts! 

K. Krishnamurthy and Kamta Prasad 
have analysed the important problem of 
formulation and testing of hypotheses. Js 
hypothesis absolutely necessary at the 
very commencement of the research study? 
Many authors in this volume believe so. 
But Kamta Prasad holds the view that 
while a hypothesis is useful, it is not al¬ 
ways necessary. Useful* facts and theories 
may be discovered, organised and pre¬ 
sented purposefully even without a hypo¬ 


thesis, other than the one which might be 
incidentally suggested in the course of the 
investigation. This view of Kamta Prasad 
on the whole appears to be more convinc¬ 
ing than regarding the absolute necessity - 
of an hypothesis at the very commence¬ 
ment of the study. 

Use of statistical methodology in econo¬ 
mic research is growing and Tates Maitra 
has therefore done well to analyse this 
problem. The author has analysed the 
nature of statistical methodology and its 
general lole, general issues of economic 
research and the use of statistical methodo¬ 
logy and the practical problems of availa-* 
bility of data in a suitable form. Increas¬ 
ing use in being made of the case study 
method in social sciences including eco¬ 
nomics. 

K.S. Sonachalam in Ins excellent article 
on the subject has traced the evolution of 
the case study method and has analysed 
the fields suitable foi this method, its 
organisation and procedure and the equip-, 
men! necessary for using t his methodology. 
Survey and sampling techniques arc also 
becoming very popular in economic re¬ 
search. 

National Sample Survey 

P.G.K. Panikar has explained in great 
detail the vast amount of research and 
survey work done so far by the National 
Sample Survey (NSS) of India which has 
been covering the fields of agriculture, 
industry, other household enterprises^ 
consumption expenditure, capital forma¬ 
tion, employment and so on. It is a 
matter of disappointment that only a tiny 
portion of published data has been 
used by government agencies and acade¬ 
mic research workers. The most regret- 
able aspect of NSS surveys is that even the 
National Income Committee and the 
Central Statistical Organisation do not 
care to use NSS data which possibly is 
held as unreliable and suspect by them! 

Even granting that one may not fully 
agree with the definitions, concepts, re¬ 
ference periods and survey methods of 
NSS, the fact remains that under the exist¬ 
ing circumstances, much use can be made 
of the vast amount of NSS data so meticu¬ 
lously collected. The same can be said 
about the vast amount of decennial census 
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data in India which is not put to proper 
use as has been pointed out by Lecla 
Visasia and Pravin Visria. 

There arc also articles on topics like 
typology and research design by Gautam 
-Mathur, methodology of econometric 
model building by T.V.S. Rama Mohan 
Rao, forecasting and model building by 
N. Srinivasaraghavan, benefit cost analysis 
by B. Sarveswara and methodology of 
research in long term span by V. Shanmu- 
gasundaran. 

^ Appropriately enough the last article 
is on the structure of a Ph.D. thesis by 
A, Ramuswumy. He has given a very clear 
idea of how to plan the thesis and its struc¬ 
ture - the preliminaries, the text, the abst¬ 
ract, the conclusions, the references, quo¬ 
tations, footnotes, tables, references and 
final editing etc., etc. This will certainly 
be of great assistance to Ph.D. students 
who often leave these matters to typists 
who have specialised in this type of 
jjvork. 

scissors and paste 

Jf today most Indian economic research 
is a matter of a pair of scissors and paste, 
among many other reasons the most im¬ 
portant is the lack of knowledge about the 
methodology to be adopted by researchers 
many of whom are quite sincere and hard 
working. Malcolm S. Adischiah's sugges¬ 
tion made in the foreword that a compul¬ 
sory course for Ph.D. students in methodo¬ 
logy along the lines of Delhi University 
should be introduced in all the other Indian 
universities is an excellent suggestion which 
should immediately receive attention of 
social sciences faculties in vurious Indian 
univcisitics. 

While this book will serve as an excel¬ 
lent introduction to the subject of metho¬ 
dology of research., one or two warnings 
would not be out of place here. It is exi- 
tfcmely frustrating to sec that without ex¬ 
ception all autnors have relied heavily 
on foreign authors as is evident from their 
references. It must be realised that such 
wholesale borrowing of methodology 
from developed countries with different 
socio-economic and cultural backgrounds 
tty not only likely to prove unfruitful but 
may prove positively dangerous It is a 
sad reflection on our senior research wor¬ 
kers and on research institutions that 
they have not evolved methodology suit¬ 
able to an underdeveloped country like 
India with its own institutional and cul¬ 
tural background, fcarlier this wholesale 
borrowing from western countries in all 
fields of our physical and intellectual acti¬ 
vities stopped, the better would it be for 
v the country. 

it is also unfortunate that there is no 


reference in this book to a new type of re¬ 
search that is catching the imagination of 
ambitious researchers. Knowing that it 
pays to be a radical these days, much poli¬ 
tically motivated economic research mas¬ 
querading as purely academic research is 
being trotted out by the unscrupulous 
academic opportunist who have thus al¬ 
ready managed to be in high scats of po¬ 
wer and prestige. Academicians will 
have to guard uguinsi such psuedo-research 
which in effect is economic propaganda 
meant to bolster up this or that credo of 
different political parties in the country, 
mostly the party in power. There is no 
place for committed research in eco¬ 
nomics! 

Bhoodan 

The future of land ownership and 
cultivation constitutes perhaps the most 
fundamental issue in national develop 
ment. The problem of who owns land and 
the application of various inputs to land 
are in a sense interrelated issues. If the 
Tightest' political parties on the whole 
put greater emphasis on the problems of 
production and application of inputs to 
land irrespective to who owns it, 1 lie 
‘leftist’ political parties on the other hand 
give greater importance to the problem of 
ownership of land. The scope of Bhoodan 
movement from its commencement in 
1951 is mainly limited to the solution of 
the problem of land ownership. Bhoodan 
and the Landless was undertaken as part 
of the contribution to Gandhi Birth 
Centenary celebrations during 1968-69. 
The authors have in this book dealt with 
various aspects of Bhoodan movement. 
They have described the ideological back¬ 
ground of the movement and have traced 
the history of the movement in India from 
1951 to 1967. The authors have mostly 
concentrated on Bhoodan movement m 
Vidharbhu. What observations have the 
joint authors to make? 

The Bhoodan movement which began 
in 1951 with the first donation of 100 
acres, collected 4.81,87! acres by 1957. 
It was obvious that the movement had 
exhausted its potential by 1957 when 
the Sarvodaya Samaj shifted its emphasis 
fiom Bhoodan to Gramdan. This shift in 
emphasis possibly was due to the re lisa- 
ton of the impossibility of attaining the 
target of 500 lakh acres. 

This study shows that in Vidarbha there 
were considerable differences between ini¬ 
tial donations and effective donations. Of 
course what has happened in Vidarbha 
was characteristic of what happened all 
over the country. The authors find that 
though the Bhoodan movement appears 
like a countrywide movements, it is in 
fact concentrated only in a few parts of the 


country. About 50 per cent of national 
donation is concentrated in Bihar only 
and about 80 per cent in the lour states 
of Bihar, Rajasthan, Uttar hudesh and 
Madhya Pradesh. liven within each stale, 
the movement is concentrated in certain 
regions only. For example, in Maha¬ 
rashtra, it was Vidarbha and again in 
Vidarbha the two districts of 
Ycotmal and Wardha were predominant m 
land donation. This may be due to 
intensive activity of impottant Bhoodan 
leaders in those areas. It is also 
possible that Bhoodan received better 
response only in certain states and only 
in certain regions of slates because dis¬ 
parities in ownership of land there weic 
greater as also population of the land¬ 
less. It may further be noted that distri¬ 
bution of donated land is not uniform in 
all the slates. In this respect Bihar stands 
much lowei and Maharashtra which do¬ 
nated only about four per cent of ihe total 
donated land, stands very much higher 
in icspcd of distribution (71 per cent) of 
donated land. Vidarbha's share in distri¬ 
bution is still higher at 76 per cent of do¬ 
nated land, namely 94,478 acres. 

donated areas 

In Vidarbha, there were about three 
donors per village, the donated area per 
donor amounting to 5.64 acics. The 
average distributed area per village came 
to about 17.51 acres. There were about 
three Bhoodan-lioldcrs per village and on 
an average each one held about 5.37 acres. 

It is said that “it would be wrong to 
measure the success of Bhoodan by acics 
of land received. What is important is a 
change in the views of people.” The au¬ 
thors' survey of Vidarbha however shows 
that only about 16 per cent land (i.c. 
33 per cent donors) was donated on ideolo¬ 
gical considciations, the rest being donated 
under moial or social pressures or in re¬ 
turn for some material gain to donors, 
their relatives or to tenants of donors Also 
the authors found that some land was dis- 
tributeJ among Bhoodan-lioldcrs who 
according to the guiding piinciples, were 
undesirable elements. Thus while accord¬ 
ing to the guiding principles, one-third 
of distributed land should have gone to 
scheduled castes, in fact they got only 
about 12 per cent of distributed land. The 
authors maintain that from their study it 
is obvious that so far as all-India level is 
concerned, the organisers of Bhoodan have 
failed to achieve the target which they 
spelled out in 1952. 

The land donated amounted to 42.64,096 
acres as against the all-India target of five 
crorc acres and possibly effective donation 
was much lower than the above figure. 
Not only this but much of the distributed 
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land is or very low quality and very little 
has been clone to help the Bhoodan-holders 
in increasing the productivity of their 
lands. According to the authors there¬ 
fore it would be unrealistic to say that 
lihoodiin movement can satisfactorily 
solve the problem of the landless in India. 

In Vidarbha for example the landless re¬ 
ceiving Bhoodan-land do not constitute 
even one per cent of the landless labour 
t here. 

Different and often opposite opinions 
have been expressed on Bhoodan move¬ 
ment. For example while Shriman Num- 
yan considers the movement as revo¬ 
lutionary step in the process of rural 
transformation in India”, others hold the 
view that it js M u meaningless diversion” 
and actually a hindrance to progress. One 
is inclined to agree with the views of the 
authors that a voluntary attempt on such a 
scale to solve the most crucial agrarian 
problem is unprecedented. 

It is a typical Indian solution. Accord¬ 
ing to the authors however there is an ur¬ 
gent need for an integrated approach in 
which the government and voluntary agen¬ 
cies conic together. It is necessary that the 
government should help the existing Bhoo- 
dan-hoklers in all possible ways. In 
conditions where moral values are rapidly 
collapsing, such moral fervour, however 
feeble, is certainly welcome, for the quali¬ 
ty of such efforts if not for the results 
such movements produce. They create 
hope in human bosom. There appears 
some hope of redemption when otherwise 
everything seems lost! While such essen¬ 
tially moral and spiritual movements may 
therefore be studied critically as has been 
done in this book by Nanekar and Khande- 
walc, the above aspect must not be lost 
sight of. 

Chit Funds 

In many parts of India particularly in 
the south, the indigenous institution of 
chit fund has been in existence for long, 
ll certainly picdatcs the spread of western- 
type modern banking institutions and the 
advent of the British rule. What is moic 
significant, this institution has gone from 
strength to strength during the post-Inde¬ 
pendence period, in spite of the fact that 
government is sparing no efforts to ex¬ 
pand modern banking along with coopera¬ 
tives and other specialised financial insti¬ 
tutions. It is therefore not surprising that 
one should be curious to know how these 
chit funds operate, what functions they 
perform and if and whether thev can be or 
should be incorporated in I he organised 
financial institutional structure of the 
count r s, Chit Finance , a revised version of 
the author’s doctoral dissertation sub¬ 
mitted to the University of Bombay, at¬ 


tempt to study all the important types of 
chit funds, their functioning and role in 
the economy. 

According to the author the underlying 
principle behind achitty, whether a lot or 
auction chilly, is the accumulation of sav¬ 
ing. It helps not only to pool savings of 
those who have the capacity to save, but 
also encourages the poor to spare someth¬ 
ing out of their daily earnings for a rainy 
day. The chit fund is truly a thrify fund. 
Unlike savings associated with banks and 
post offices, there is a sort of compulsion 
in effecting savings in the case of a chit 
fund. Once the member of a chitty, the 
subscriber is bound to make subscriptions 
punctually at all periodical instalments till 
the end of the chitty period. The impor¬ 
tance of this element of compulsion in 
effecting savings in a country, whore the 
will as well a the ability to save is extre¬ 
mely low, cannot be overemphasised, es¬ 
pecially in the context of development. 
The chitty, in addition to providing instru¬ 
ment of saving, also provides its members 
with an agency for supplying credit on 
fairly easy terms thus effectively competing 
with money-lenders. 

chitty habit 

The ‘chilty habit’ among the people in 
Kerala and Tamil Nadu almost took, the 
place of banking habit among the wester¬ 
ners. Further the chitty helps not only to 
bring about new economic ventures but 
also enables the members to go in for 
bigger economic activities. The chit 
fund thus plays a very positive role in the 
economic development of the country. 
What is to be particularly noted is that this 
role of the chitty is in a sphere which is 
generally avoided bv commercial banks. 
Another significant thing about a chitty 
is that i( causes no drain of savings to out¬ 
side areas. This is because in a chitty the 
savers themselves arc the borrowers who 
spend the prize money generally in the 
same locality. It is also found that prize 
money of Rs 5000 and above is generally 
used for productive purposes. The prize 
money is generally invested in trade, agri¬ 
culture and small-scale industry. This is 
what has been revealed by this study. 

The author has made some useful re¬ 
commendations. He has warned that the 
term chit or chitty should be dissociated 
from a lucky number scheme or purely 
a gift scheme as that association may con¬ 
fuse people. Another suggestion is re¬ 
garding the provision for refinancing facili¬ 
ties. Since the foreman receives some sort 
of security from every prize winner for the 
future payment of instalments, banks and 
financial institutions on the basis of those 
securities may provide refinance facili¬ 
ties. According to the author, the govern- 


msnt, if necessary should tak: the initiative 
in establishing a Chit Refinance Cor¬ 
poration for this purpose. This will en¬ 
able the chit funds to grow on sound lines. 
The author is of the opinion that chitty 

business can. also be undertaken by com¬ 
mercial banks along with their normal 
banking functions. This is really a good 
suggestion. 

certain abuses 

The chitty has been often exploited for 
personal advantages by some unscrupu-, 
lous foremen. Some of the state govern¬ 
ments (c.g.Tamil Nadu, Kerala, etc.) have 
already passed acts putting a number of 
restrictions on foremen. The author wants 
that there should be a central enactment 
applicable throughout the country. The 
author also favours the formation of an 
all-India federation of chitty foremen. The 
government may help the establishment 
of such a federation which will be in the 
wider interests of chit fund operations. 

The chit fund is truly an indigenous 
hanking institution wjtf vast potentiali¬ 
ties. It is therefore unfortunate that people 
more out of ignorance or due to evil prac¬ 
tices of some foremen have come to have 
generally wrong impressions about chit 
funds. Jt may take very long before com¬ 
mercial banks reach more than half a 
million villages in India and even then 
these western-type institutions may nevci 
take deep roots in Indian villages lor a 
very long lime, if even that happens. 

On the other hand chit fund is something 
that is known to all as it has been in ope¬ 
ration in one form or another for centu¬ 
ries. Why not systematically develop this 
indigenous institution under the purview 
of the Reserve Bank of India so that it 
can be made an effective saving and in¬ 
vesting financial institution? Our habit 
of blind udliucjice to all that is western un*i 
modern is so deep-rooted that one wonders 
if ever our prejudices against purely In¬ 
dian institutions like the chit fund will 
ever disappear. C.A.S. Nayar deserves 
our congratulations for systematically 
analysing this institution and bringing out 
its potentialities which appear significant, 
especially in the context of our develop¬ 
mental efforts and needs. 

Industry and Transport 

Very often the expert and the specialist 
arc lost in the maze of complexities and 
come out with solutions which are highly 
sophisticated and therefore impracticable. 
On the other hand a so-called non-expert 
but with abundant practical experience 
suggests policies and solutions which are, 
eminently practicable. This is precisely 
what wc found in N. Mahalingam who 
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with his sturdy common sense and great 
practical experience in the spheres of 
trade, industry and transport, can get to 
the bottom of a problem and come out 
with the right solution. Some Thoughts 
on Industries and Transport which contains 
w articles of MahaJingam contributed to 
* various papers from time to lime therefore 
makes refreshing reading. 

The articles in this book deal mainly 
with two major subjects, namely industry 
and transport. The interconnection bet¬ 
ween the two is quite obvious. The author 
is of the opinion that quite useful lessons 
♦van be drawn from Furopcan experien¬ 
ces in the industrial field. He has in¬ 
sisted that we make the best use of our 
human and natural tesonrccs. His em¬ 
phasis is on standardization and mechani¬ 
sation. He also wants that we reorientate 
our methods of management and learn 
to become self-reliant. 

Speaking about collaboration, Mahalin- 
gam is oft he opinion 1 hat if "wc are able to 
Wioosc the proper consultants, it will be 
possible for us to reduce the cost of colla¬ 
boration... the foreign exchange compo¬ 
nent could be redued by buying capital 
goods direct from manufacturers." The 
author wants that adequate opportunities 
be provided 1o workers for promotion. 
He has emphasised the importance of solv¬ 
ing the problem of housing which at pre¬ 
sent can be easily built within eight to 
4on weeks with the aid of mechanical 
devices. One of the most fustrating things 
in India is the acute shortage of housing 
in urban as also rural areas, in spite of the 
abundance ot housing material. The au- 
ilior's suggestion therefore needs careful 
consideration. 

vast scope 

N. Mahnlingam is of the opinion that 
lhere is vast scope for the development of 
power, engineering units, pharmacuticals 
wild lice mills in Tamil Nadu. What is 
however necessary is the creation of proper 
environment. He has emphasised that 
"Pragmatism and an anxiety to develop 
resources on continuous and coordinated 
basis are necessary if future planning is to 
become meaningful." The author finds that 

i l,ie textile industry in Tamil Nadu is in 
loldrums. According to him, the solution 
of the problems lies in "the reservation of 
the entire organised sector for export, 
while domestic consumption must be met 
by the Hand loom Sector.” If mass poverty 
is to be removed this appears to be the 
only means of helping the millions, es¬ 
pecially in the rural areas, to supplement 
their meagre incomes. Similarly the ills 
of silk industry which is adversely affected 
by artificial fabrics, can be removed only 
*by strong revival of internal demand. 


There is, according to the author, urgent 
need for new thinking on textile industry 
as a whole, as it is bound to face critical 
problems in years to come. 

The author has also some very useful 
things to say regarding spun pipes and pro¬ 
gress of pump industry, engineering units, 
forest-based industries and transport in 
Tamil Nadu in particular and m the coun¬ 
try in general. He rightly feels that trans¬ 
port can make momentous contribution to 
economic growth. What is however neces¬ 
sary is growth-oriented transport system. 
He therefore has insisted on cordinated 
development of different means of commu¬ 
nication. 

In the case of books containing articles 
written over a course of years, ceitain 
amount of topicality and overlapping is 
inevitable. Since reediting is almost im¬ 
possible, the readers will have to bear with 
it. And yet Mahalingam appeals to us 
because ol* his directness, simplicity and 
practicability characterising his construc¬ 
tive suggestions which abound in practi¬ 
cally every article. All this is the fruit 
of his vast practical experience in the in¬ 
dustrial field and also of the consideiahle 
amount of thinking on the subject which 
he has done. On jargon-a flee ted ears, 
articles in this book will come like a breeze 
of fresh air. 

Indian Farming 

What is it that accounts for our failure 
on the agricultural front? Why is it that 
instead of evolving our own indigenous so¬ 
lutions to our agricultural problems, wc 
have been seeking their solutions in 
Russian state farms and Ihe Chinese col¬ 
lective farms? Why this sense of inferiority 
as a nation? Or, if as is said, philosophy 
governs history, have we bungled in 
choosing our philosophy? Why is our 
thinking so superficial so that twenty five 
years after independence, India with as 
much acreage under food crops as the IJSA 
should be required to import vast quanti¬ 
ties of foodgrains year after year just to 
ensure the minimum standard of living 
for her people? These are all burning 
questions which are not receiving due 
attention from the government which is 
tackling these problems superficially and 
on an ad hoc basis. The subject needs some 
serious thinking and that is what O.P. 
Kalra has done in articles which appeared 
in The Indian Express between 1966 and 
1970 and which arc now compiled m 
Agricultural Policy in India . 

The author is convinced ■ almost 
fanatically convinced — that the various 
policies of the government are urban and 
industry-oriented and are therefore having 
adverse effect on Indian agriculture. Thus 


PL 480 imports of wheat, tobacco and 
cotton depressed the agricultural pi ices 
in India. While this benefited urban in¬ 
dustries and city people including in¬ 
dustrial workers, it had extremely ad¬ 
verse effects on agricultural pi ices and in¬ 
comes of the vast masses. PL 480 im¬ 
ports did not provide the necessary price 
incentive to produce more agricultural 
output. The author is also very critical 
of the zonal system. It has not at all 
achieved the stabilisation of agricultural 
prices providing incentives to producers 
and reasonable prices to consumers. It 
only depressed agricultural prices in sur¬ 
plus states adversely affecting agricultural 
pi oduction there, without* benefiting either 
the deficit states or consumers. 1'hc zonal 
system has also opened the Pandora’s 
box, each state or even a distinct puling 
ban on export of its surplus goods to 
other slates or even districts. This will 
certainly have a distorting effect on agri¬ 
cultural production by diverting invest¬ 
ment. 

a myth 

The author believes that though there is 
much talk of giving agriculture top prio¬ 
rity. all that is myth. It is the large scale 
industries which are being favoured with 
export incentives and import entitlements, 
tax holidays and railway rates concessions 
by the government dominated by western- 
educated personnel. The banking system 
in the country is also siphoning off vast 
funds from rural areas to urban centres and 
large-scale industries. The same is true of 
LIC, defence bonds and postal savings. 
The ciedit facilities made available to 
agriculture are insignificant. 

The large-scale industries with protec¬ 
tive markets have dealt a mortal blow to 
village industries reducing villagers' level 
of income, saving and capacity to invest. 
This has only brought further deteriora¬ 
tion of ugiiculture. Also these large 
scale industries have not come to the assis¬ 
tance of Indian agriculture. The prices of 
chemical fertilisers in India arc the highest 
in the world as also the prices of tractors 
and agricultural implements. The pros¬ 
perity of the rural sector according to the 
author, is a pure myth. Taking the rising 
costs into account, there is absolutely 
no ground for putting additional tax bm- 
den on the agricultural sector. 

If agricultural reconstruction is 1o be 
brought about in India, according to the 
author, wc must bring a totally new out¬ 
look on agriculture. Government must 
give it top priority and must make all the 
necessary inputs available to farmers. 
Land reforms must be expeditiously 
implemented. Rural sector which has long 
remained neglected must receive its due. 
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for it must he realised that stable agricul¬ 
tural community is the best guarantee of 
democracy. And so the exhortation of the 
author to turn our attention from large- 
scale industries, urban intelligentsia and 
industrial labour (who are ail fattenir.j at 
the cost of agriculture and rural sector) 
towards agriculture, rural industries and 
agricultural labour who constitute the 
majority of Indian population. 

Though O.P. Kalra lias sometimes taken 
a biased and one-sided view of things, 
there is no doubt that on the whole large- 
scale industries and the urban sector have 
received the lion’s share of the country’s 
resources and attention. This is true es¬ 
pecially since 1956 when India adopted 
the Russian strategy of planning with em¬ 
phasis on capital-intensive basic industries. 
Indian agriculture which supports about 
seventy per cent of the country’s popula¬ 
tion, needs much more attention than it 
lias received so far. ‘Garibi Hatao' pro¬ 
gramme can succeed only by making agri¬ 
cultural sectoi the central part of our 
planning. Prosperous agriculture will also 
mean prosperous industrial sector. While 
there is no conflict between the two in 
the long run, there is no doubt that the 
present imbalance in favour of latge-scale 
industries will have to be tilted in favour 
of agriculture. Without stable agricul¬ 
tural base chances of stable and rapid 
economic development appear remote. 

The articles in this book mak' refreshing 
reading and are all the more readable for 
being short and well written. 

India since Independence 

25 Year of Independence A Survey 
of Indian Fcmomv contains learned arti¬ 
cles summing up the progress registered by 
the Indian economy during the first quaitcr 
of her independence. What have been the 
achievements of India’s five year plans? 
And its failures? Was the strategy adopted 
appiopriate? What have been the achieve¬ 
ments and failures on the agricultural 
fiont? And of the public sectoi? And of 
the corporate sector? Has our planning 
created any worthwhile impact on the 
vast number of poor in India? If not, for 
uhom are we planning? These a a* the 
questions which are agitating the minds of 
average Indians and if suitable answers to 
the above problems arc not found and 
found quickly economic and political 
disaster seems to await the countr>. The 
articles by learned thinkers m various iields 
have made an attempt to examine the posi¬ 
tive and negative aspects of India's econo¬ 
mic growth mainly with a view to facilitate 
the formulation of a more rational and 
effective policy for growth m future in the 
light of our past experience. 

Vadilal Dugli has posed, in the very first 


article, the basic problem; Growth for 
whom? No doubt there has been impressive 
growth in industrial and agricultural 
fields and the planning strategy has im¬ 
parted a certain amount of dynamism to 
our economy. But the fruits are being rea¬ 
ped by a microscopic minority who have 
adopted the western modes and standards 
of living. This minority has created “an 
island of Western culture in the midst of 
endless Sahara of medieval poverty”. This 
has been due to perpetual misailocutionof 
the real resources of the community.While 
our planning strategy was based on the 
Russian model, the financial institutions 
continued to grow in the laissez-faire fa¬ 
shion of western societies, commercial 
banking even after 25 years of indepen¬ 
dence, still remaining “a five-metropoh- 
tan-city affair”. 1 his misallocation of re¬ 
sources, according to the author, must be 
stopped by boldly closing down industrial 
units and other establishments which serve 
the needs of on|> a small minority. The 
author rightly maintains that the pangs 
of poverty will be cheerfully borne by the 
people if they arc convinced that poverty, 
if inevitable, is being shared by all Without 
any exception whatsoever. Or else there is 
every likelihood of miscarriage of both 
planning and democracy in this country. 

faulty strategy 

V.V. Bhat has explained what went 
wrong with our development strategy. He 
is of the opinion that in India planning 
strategy was formulated without much 
regard to the choice of possibilities cither 
over tune or at a point of time. This re¬ 
sulted in imbalances and inefficiencies. 
It was not recognised that available re¬ 
sources in regard to managerial talents, 
skilled personnel, productive power and 
foreign exchange were limited and needed 
to be used rationally. The result was in¬ 
ordinate delays in executing big industrial 
and agricultural projects, appearance of 
various bottlenecks and under-utilisation 
of capacities produced in large scale in¬ 
dustries. No rational criteria weie adopted 
for the choice of plans which was often 
done on an ad hoc basis. 

In agriculture the instiumentsthat were 
relied upon for agricultural reconst met ion 
were extension of irrigation, agricultural 
extension and community development 
programme. These instruments proved in¬ 
adequate for the task and even at present 
we are required to import foodgrains and 
other agricultural commodities. The au¬ 
thor is of the opinion that emphasis in¬ 
stead should have been on research and 
technical break-through along with institu¬ 
tional changes for creating the right moti¬ 
vation for agricultural! development. 

Agricultural development would have 


opened out immense possibilities of em¬ 
ployment. Bhat’s complaint is that there 
is no machinery at present to evolve co¬ 
ordinated policies and each policy-making 
authority takes decisions on the basis of 
partial and limited view of the economy. 
These fragmentary and isolated decisions, 
can hardly be said to constitute planning, 
the essense of which is to evolve “co¬ 
ordinated set of policies to guide the de¬ 
velopment process along desired lines..” 
The most regrettable fact is that even at 
present we have not evolved a suitable and 
effective strategy and have been yet follow¬ 
ing in the same old footsteps which have 
not taken us to the road of rapid economic 
progress. 

initiating the process 

Has there been any decided evidence of 
sustained and sustainable growth? And 
has economic and social policy contri¬ 
buted to this change? P.R. Brahmananda 
holds the view that stable growth postulate 
holds only for wheat, tea, coffee and rub¬ 
ber. It does not hold good in regard ib 
agriculture as a whole and in regard to 
livestock. Accoiding to the author, the 
notion of a stable growth process is also 
not applicable to industrial production, 
though the position appears to be better 
here than in agriculture. He maintains 
that “the inability of the Indian plan pro¬ 
cess to initiate a piocess of growth, to 
cause structural changes and overcome 
poverty has been largely due to the very 
strategy of development which was im¬ 
posed on the economy.” This has been 
the view-point that is being propounded by 
P.R. Brahmananda lor quite some time 
and fads being what they arc, we are left 
with no alternative hut to agree with him. 

A.S. KahIon writing about diversifica¬ 
tion of agriculture has insisted that “our 
institutional stiucture should be reorien¬ 
ted to eliminate biases against small culti¬ 
vators and provide safeguards in these 
institutions to ensure that the small far¬ 
mers are no longer exploited by the well- 
to-do farmers.” This alone according to 
him, will bring about rise in farm incomes 
and make Indian agriculture much more 
progressive, productive and profitable. 

Dharm Nurain, writing about imbalances 
in the production basket affirms that 
if the overall problem of Indian agricul¬ 
ture in coming years is to achieve a growth 
rate of about five per cent, the problem in 
its specific aspects is one of “correcting 
certain imbalances” that have of late 

been developing within the production 
basket. Slowing down of the rate of 
increase in the output of cash crops rela¬ 
tively to that of foodgrains, decline in the „ 
output of pulses, rapid growth of wheat 
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production relative to other cereals* slug¬ 
gishness in the growth of rice output and 
regional imbalances are some of the im¬ 
balances. Their solution, according to the 
author, calls for research to provide suit¬ 
able high-yielding varieties of cash crops 
* pulses, more efficient water control and 
and management, solution to the pro¬ 
blem of dry-farming and programmes for 
providing employment to small farmers. 

According to V.S, Vyas, there is a strong 
association between poverty, agricultural 
production and institutional change. He 
|has emphasised that unless institutional 
changes are brought about, agricultural 
production will not increase substantially 
and no dent can be made on mass poverty. 
Phiroze B. Medhora has made a review of 
a quarter century of industrial develop¬ 
ment in India and has show'n what is 
wTong with industrial licensing, regional 
development, pricing policy, pattern of 
investment etc., which has resulted lately 
in slowing down of the industrial growth 
4 t : atc in the country. 

Raj K Nigam has made an attempt to 
discuss how the organisational transfor¬ 
mation has taken place in the industrial 
sector and how the new management has 
been evolving. He however feels that 
there are still some defects left. Erstwhile 
managing agents, secretaries and treasurers 
have taken up appointments as consul¬ 
tants, advisers and secretaries and arc thus 
imposing an unduly heavy burden on the 
finances of the erstwhile managed com¬ 
panies. Also, representation of labour on 
the boards of management is still a far cry. 
Professional managers have yet to take 
their due place in the industrial sector. 
The company managements have yet to 
eschew considerations of ‘self-interest" 
aud bring about a just equilibrium of inte¬ 
rests of management, share-holders, 
employees and society. 

H way of life 

A.N. Bancrji voices his faith that 
though many pessimists predict a very 
bleak future for public enterprises, the 
public sector has become a way of life 
with us and is perhaps one of our impor¬ 
tant vehicles that will take us to our ulti¬ 
mate goals of industrialisation and social¬ 
ism. 

Analysing the problems of small-scale 
industries in India, A.R. Bhat has repeated 
the words of Nehru that “There is enor¬ 
mous scope for small manufacturers in 
India. Sky is the limit” 

In his masterly article on the growth of 
foreign trade, Manubhai Shah has stated 
♦V that factors which impinge on our export 
situation are near stagnation in production 


of items having large growth potential, 
inadequacy of infrastructure development, 
especially in the held of shipping, rail 
road and power, adverse impact of rising 
shipping freight rates, rising internal de¬ 
mand, non-restoration of competitive 
strength of Indian products and non¬ 
availability of sufficient raw materials in¬ 
cluding steel and non-ferrous metals. 
But he is hopeful that given the necessary 
will and ability to otder our affairs, “it 
should not be difficult to create a sound 
base for export.’' The articles on energy, 
union-state financial relations, trade union 
movement and progress of Adivasis are 
ail equally instructive. 

Analysing the problem of poverty in 
India M. Mukherjcc and his colleagues 
have raised a fundamental issue. Accord¬ 
ing to them those who talk about eradi¬ 
cation of poverty have a standard of living 
much above that of the poor and also 
above that of the average Indian. Our bu¬ 
reaucracy, intelligentsia and our political 


leaders and cadres arc all accustomed to 
have standards of living much above that 
of the poor. Can this group of people 
organise and run a sufficiently huge anti¬ 
poverty programme? What are the in¬ 
centives? 

Twenty-five years is an important water¬ 
shed where we can stop a while and look 
back to review the ground we have 
covered, as also our achievements and the 
failures. This book with imfoimative 
tables at the end, provides an excellent 
panoramic view of India’s journey over a 
quarter of a century. 

While one may not always agree with 
the views expressed by all the writers, one 
certainly comes to have a better perspec¬ 
tive of the vast and varied economic and 
social developments taking place in India 
since independence. One is (hcicforc also 
belter placed to chalk the journey into the 
future, provided one is prepared to learn 
from past cxpciicnce. 
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New Role for IDRI 

Tin: pumjr linancial institu¬ 
tions laws (Amendment) Bill, 
introduced by Mr Y.B. Chavan 
Finance minister in the Lok 
Sabha recently sought to re¬ 
structure the Industrial Deve¬ 
lopment Bank of India as the 
pr ineipal financial institution 
for co-ordinating the working 
of institutions engaged in 
financing, promoting or deve¬ 
loping industry and for assis¬ 
ting the development of various 
financial institution. Hitherto, 
the Reserve Bank of India, 
through its subsidiary the 
IDBI, has been managing the 
operations and business of the 
term lending institutions, botli 
at the all-India and slate levels. 
It is now proposed that the 
development Banking having 
come of age, the IDIU should 
stand on its own as an indepen¬ 
dent financial institution. 

The Bill seeks to have the 
Reserve Bank of India as the 
central bank of the country 
dealing with monetary matters, 
the IDBI as the development 
bank dealing with develop¬ 
ment of industry, and the 
Life Insurance Corporation as 
the premier investment insti- 
tuvion. 

Under the new dispensation 
a is pioposcd that the entire 
share capital of the IDBI, 
held at present by the Reserve 
Bank of India, will be trans¬ 
ferred to the government of 
India. With the IDBI becom¬ 
ing independent of the Reserve 
Bank, the capital held by the 
Reserve Bank in the Unit 
Trust of India and the State 
Financial Corporal ions will be 
Liansfcrred to the IDBI. Since 
IDBI already holds fifty per 
cent share capital in the JFC, 
there is no change in the share 


capital structure of the IFC. 
Since LIC is already held who¬ 
lly by the government, there is 
no change in its structuic. 
ICICI is an institution in the 
private sector; thcrcis, there¬ 
fore, no change in its capital 
structure. 

Since 50 per cent ot the 
capita! of the IRC! ltd. is 
already held by the IDBI, 
no change in its capital 
struct urc is contemplated. 
As the principal financial 
institution for the develop¬ 
ment of industry, the JDBTs 
main functions will be to co¬ 
ordinate the functions and 
operations of all member insti¬ 
tutions, both at the all-India 
and state levels. It will also 
assist in the growth of member 
institutions and will directly 
finance major projects and 
export-oriented projects and 
refinance other institutions. In 
addition, it will function as 
the development agency by 
utilising the cxpcitisc avail¬ 
able in member institutions. 

The role of the IDBI is 
being enlarged widely by re¬ 
defining ‘industrial concerns' 
to cover a wide variety of fields 
including financing infra¬ 
structure development, re¬ 
search and development, and 
consultancy services. Since 
the IDBI will be the principal 
financial institution, there will 
be a co-ordinated approach to 
appraisal of major projects. 

The IDBI will thus be the 
leader of a family of institu¬ 
tions engaged in financing in¬ 
dustry—of term lending linan¬ 
cial institutions, commercial 
and co-operative banks in so 
far as they finance industry 
and regional developmental 
corporations engaged in pro¬ 
moting industry. Hitherto the 


hoard of the JDBI has been 
the board of the RBI. It is 
now pn posed to have a sepa¬ 
rate Board for the IDBI on 
which member financial insti¬ 
tutions will be represented, as 
also public sector banks and 
state financial corporations. 

Petroleum Products 
Prices 

The union minister for 
Petroleum & Chemicals, Mr 
D. K. Borooah recently told 
Members of Parliamentary 
Consultative Committee for his 
ministry that in view of the 
expected hardening of world 
crude oil prices further in the 
near future, the government 
might have to allow refineries 
in the country further increases 
in the prices of petroleum pro¬ 
ducts. Mr Borooah said that, 
as it were, the Persian Gulf 
oil producing countries were 
charging for their crude more 
than the prices announced by 
them on October 16 when the 
market selling pi ice of the 
marker crude. Light Arabian, 
had been fixed at $3.65 per 
barrel. 

I he minister said that crude 
prices were rising in a unilate¬ 
ral fashion and at the recent 
Tehran auction, Light Iranian 
had been sold at $ 16 to $ 17 
per barrel. There was no stabi¬ 
lity of prices either, due to 
exporting countries now quot¬ 
ing prices on a tanker to tan¬ 
ker basis, he added. Another 
factor adding to the costs was 
i ncrea sed t ransport at i on c h a rg- 
cs. The freight charges which 
only six months ago averaged 
26 cents per barrel of crude 
had currently increased to as 
much as 75 cents per barrel, 
marking an almost three-times 
increase. 

Applications for 
Industrial Licences 

Under the new procedures 
for approval of industrial 
licences introduced from 
Novemder 1, 1973, a compre¬ 
hensive preliminary scrutiny of 
applications is undertaken at 
^thc receipt stage. Based on 
this scrutiny, applications, 
which are incomplete or defi¬ 
cient, are returned to the appli¬ 


cants for resubmission with 
the deficiencies rectified. A 
large proportion of the appli¬ 
cations had to be returned be¬ 
cause information as required 
for the various columns of the 
application form was not duly 
furnished. In particular, addi¬ 
tional information which is 
required to be furnished as 
per the press note dated April 
21, 1973 was not availablein 
many eases. 

The other types of eficiem 
ties which were frequently 
noticed were : (/) The trea¬ 
sury receipt in original for Rs 
50 was not attached to the 
application. (//) In seme eases, 
the fee was credited to the 
wrong head of account. The 
correct head of account is 
“XXIX-lndustriul-Misccllane- 
ous-Cenlrar\ (///) t he number 
of copies furnished was inade¬ 
quate. The required number 
of copies is eleven, (m ) Under¬ 
takings, which are registered 
under the MR IP Act, I%9, 
will have necessarily to furnish 
MRTP applications along with 
their industrial licence applica¬ 
tions unless they claim exem¬ 
ption from the provisions of 
the MRTP Act in which case 
a clear statement of \ he reaso¬ 
ns based on which such exem¬ 
ption is claimed should be 
furnished. 

In cases where applica¬ 
tions are returned lor 
rectification of defects, it will 
not be necessary for appli¬ 
cants to pay the licence fee 
again. 

Shipping in Fifth Plan 

The liftJi five-year Plan pro¬ 
vides for a shipping tonnage 
target of 8.6 million GRT 
by 1978-79. In addition, ad¬ 
vance orders for about one 
million GRT may be placed 
for ships which would be 
delivered in the sixth Plan. 
By the end of the fourth Plan, 
the net operative shipping ton¬ 
nage is expected to reach about 
three million GRT. An addi¬ 
tional tonnage of about 1.8 
million GRT is on order which 
will enable the country to have 
the operative tonnage of more 
than four million GRT in the 
early years of the fifth Pla : *r 
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dustry and assess their needs 
realistically before developing 
these norms so that the controls 
become truly effective. The 
industry expects that the bank¬ 
ing system will implement the 
4 directive of the Reserve Bank 
with understanding and aware¬ 
ness of their larger implica¬ 
tions and with a measure of 
selectivity and discrimination. 

Prices of Non-ferrous metals 

The copper based industry is 
^iong accustomed to living 
with wide fluctuations in raw 
material prices. Even so, the 
recent fluctuations in prices of 
copper and zinc arc profound¬ 
ly unsetting. The industry 
recently witnessed the unusual 
spectacle of the MMTC raising 
its prices for copper in the 
middle of the quaiter despite 
its avowed objectives of en¬ 
suring stability in prices. The 
continuing unpredictability of 
the prices of the main raw ma¬ 
terial is a persisting source of 
woiry to the manufacturers 
and users alike of non-ferrous 
products. 

Linked with the question of 
prices there is a further ques¬ 
tion of the availability of male- 
4 rial. Raw material is allocated 
to industry by Government in 
terms of value and not in spe¬ 
cific quantities. With the 
prices of material fluctuating 
widely and unpredictably, 
the quantum of material that 
would be actually available 
to the various units in the 
industry is anybody’s guess 
today. Be that as it may, at 
the current level of prices, the 
quantum, however, uncertain, 
* is certain to be too meagre in 
relation to the needs of the in¬ 
dustry, unless the price factor 
is kept in clear focus by Go¬ 
vernment while formulating its 
allocation policies and proce¬ 
dures. It is indeed our hope 
srtnat Government will act in 
this matter with understanding. 

In the context of the spurt 
in the prices of material, the 
credit “squeeze” and the resul¬ 
tant strain on the liquidity 
of manufacturing units, the 
MMTC can play a vital role 
by regulating the flow of ma¬ 
terial in an even manner, so 
that these units arc enable to 
operate within their permissi¬ 
ble credit limits. 
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Modernization 

1 had, in the Chairman’s 
statement last year, made poin¬ 
ted reference to the problem of 
modernization of facilities in 
the non-ferrous industry. There 
have been some promising 
developments in this matter 
since then. The Committee 
on modernization of the 
non-ferrous semis industry 
set up by Government a 
few months ago has already 
examined the problem in great 
detail and has submitted speci¬ 
fic proposals to Government in 
this regard. The proposals 
contain specific enumeration of 
the products at present being 
imported but may be taken up 
for manufacture indigenously 
and of the equipment that may 
have to be imported into the 
country for this purpose. Your 
company, as leading manu¬ 
facturer in the field of non- 
ferrous semis, was represented 
on this Committee and it is 
with considerable satisfaction 
that 1 speak on this subject. 
The dialogue between the Go¬ 
vernment and the industry has 
been in this instance, earnest 
intense and ultimately pro¬ 
ductive in terms of concepts 
and ideas. 

But concepts and ideas, how¬ 
ever, cogent and satisfying, 
arc no substitute for tangi¬ 
ble, concrete action. Delay 
in implementing the proposals 
now before Government, on 
account of temporary foreign 
exchange difficulties, would 
only mean continued depen¬ 
dence in imports involving still 
more serious drain on our re¬ 
sources. We await with keen 
interest the action being taken 
by Government on the pro¬ 
posals for modernisation since 
this, in our view, is an essen¬ 
tial pre requisite for any sen¬ 
sible, practical programme of 
import substitution. 

Exports 

Along with our programme 
of import substitution, in fact, 
as an essential complement to 
it, we need to evolve a cohe¬ 
rent rationale for our policy 
on the export of non-ferrous 
semis. As I had pointed out in 
my statement to you last year, 
experience of other countries 
like Japan conclusively proves 
that self-sufficiency in raw 


material need not be a pre¬ 
condition for the development 
of exports. 

Percentages of value added 
if stipulated as a criterion for 
exports can only be arbitrary 
and misleading: what is signi¬ 
ficant in practical terms is not 
percentage of value added in 
the product exported but the 
absolute volume of earnings 
resulting from such exports. 
From high-value items like 
non-ferrous semis, the vo¬ 
lume of earnings from exports 
is substantial and can increase 
significantly if we develop our 
export market with imagination 
and far-sightedness. Expansion 
of exportscan yield other vital 
pay-offs too; by helping us 
maintain higher levels of acti¬ 
vity, it will help us contain the 
rises in the costs of products 
within limits, generate additio¬ 
nal employment opportunities 
for our people and keep our 
manufacturing units abreast 
of technological developments 
in the relevant fields in other 
parts of the world. Wc ear¬ 
nestly hope that the Govern¬ 
ment will overcome any possi¬ 
ble pre-occupation with the 
short-term arithmetic of value 
added and adopt a dynamic ap¬ 
proach to the whole question 
of export of non-ferrous semis. 

Assessment of capabilities 

The non-ferrous semis in¬ 
dustry has a long history of 
chronic underutilisation of its 
capabilities and this has been 
a matter of repeated dialogues 
between industry and the 
Government. Rcgretably, no 
assessment of the actual extent 
of such under-utilisation has 
so far been made,and this defi¬ 
ciency, in turn, makes any 
kind of perspective planning 
for this industry extremely diffi¬ 
cult. We arc continuing our 
efforts, collectively and indivi¬ 
dually, to impress on all con¬ 
cerned the crucial importance 
of this matter. 

Company’s operations 
The Directors’ report and the 
statement of account for the 
year ended 30th June 1973 
are already with you and with 
your permission I take them 
as read. As may be observed 
from these documents we have 
achieved a steady improvement 
in many directions this year and 
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this has resulted in improved 
performance in terms of pro¬ 
duction, turnover and profits 
in comparison. The results 
could have been belter but 
for the unpredictable inoieases 
in raw matenal costs The divi¬ 
dend has been stepped up from 
II per cent for the yoai 1971 - 
72 to 12 per cent for the year 
under review. The turnover 
during the first four months of 
the yeni in progress has been 
substantially higher compared 
to the coiresponding period of 
1972-73. 

The operating results pre¬ 
sented in the statement of 
accounts reflect and include 
the rcMilts of the working of 
our new unit in Bangalore for 
a foil year. The production 
performance of the new unit 
could have been much better 
but for the severe power cut 
imposed in the state of Karna¬ 
taka. 1 am happy to stale that 
the products of our new unit 
have been well received m 
the market. 

Our exports, too, have 
increased substantially by 
over 45 per cent over* those 
of the previous year and this, 
again, is a matter of consider¬ 
able satisfaction to us. Our 
policy of stepping up of 
our contribution to different 
industries and other priority 
sectors continues to be an im¬ 
portant plank in all our plans. 

Relations with Governmental 
Agencies, Banks & Financial 
Institutions 

Our relations with the various 
governmental agencies have 
been, throughout the year, 
marked by spirit of mutual un¬ 
derstanding. We are grateful 
to our bankers and the Indust¬ 
rial Finance Corporation of 
India for their continued sup¬ 
port and for the promptness 
with which their support was 
made available to us. 

Relations with Labour and Staff 

Our relations with the labour 
and staff have been most cor¬ 
dial throughout the year. I 
record my keen appreciation of 
the dedicate efforts of all our 
personnel — labour, staff and 
managerial. Their dedication 
is the indispensable basis of 
our success. I am grateful, too, 
to all my colleagues on the 
Board for their wise counsel. 
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CHAIRMAN’S SPFECH 



Ciontlcmcn: 

It gives me great pleasure to 
welcome you to this Tenth An- 
nual General Meeting of the 
NSC. The occasion is of spe¬ 
cial interest in as much as it 
marks the glorious culmination 
of I he first decade of valuable 
service rendered by the Corpo¬ 
ration to the country. Ever- 
since inception in 1963, the 
NSC has been the torch bearer 
of quality seed and giving 
leadership to the seed industry 
which is now poised for an 
accelerated growth to sub-serve 
the needs of the country. 

Despite striking firm roots, 
the seed industry is still young 
and so is your Corporation. 
A decade’s time is indeed a 
very short period for a coun¬ 
try-wide organisation; never¬ 
theless, your Corporation has 
attained a status that has won 
respect in India as well as out¬ 
side. Last year wc had done 
a bit of introspection and a re¬ 
view of the significant develop¬ 
ments in the seed industry 
pointing out that the develop¬ 
ment of the seed industry was a 
necessary pre-condition for the 
development of Indian agricul¬ 
ture. While doing so we had 
tried to focus attention on 
some of the fundamental issues 
requiring action by the autho¬ 
rities concerned. To day wc 
should take stock of the pre¬ 
sent situation and survey the 
horizon in the context of future 
development of the NSC. 

i would like to begin with 


NATIONAL SEEDS CORPORATION 

LIMITED 


Delivered by Shri Deorao S. Patil, Chairman, National Seeds 
Corporation Limited at the Tenth Annual General Meeting 
held at New Delhi on the 19th December, 1973. 


the establishment of seed certi¬ 
fication agencies as stipulated 
under the Seeds Act 1966. The 
NSC introduced the gospel of 
certification in seeds ten years 
ago. After the S*‘cd'i Act came 
into operation from December 
1969, it was expected that the 
state agencies would take over 
certification in line with the 
national policy. However, so 
far only six states have taken 
over this function and in ilic 
rest of the country the function 
is si ill being performed by 
your Corporation. Our persis¬ 
tant efforts to know the likely 
period uplo which the states 
will like the NSC to continue 
certification have not yielded 
any conclusive result. In the 
meeting of the Seed Policy 
Committee on 26th Ma> 1973 
under the auspices of the Mi¬ 
nistry of Agriculture, Govern¬ 
ment of India, the State Go¬ 
vernments were asked to take 
over the certification as early 
as possible. While it is a mat¬ 
ter of pride that the concern¬ 
ed Slate Governments continue 
to have faith in NSC certifica¬ 
tion, it is our endeavour to fall 
in line with the national policy 
and therefore the sooner this 
function is shed off the better 
it may be. The certification 
work has an element of pro¬ 
motion and is not altogether a 
commercially viable uelivity. 
Therefore, the State Govern¬ 
ments who may wish NSC to 
continue as the certification 
agency would do well to offset 
the loss that is coincident with 
this function. 

Two seasons of drought 


have shown the importance of 
having buffer stocks of both 
foundation and certified seeds. 
Years ago NSC had proposed 
to the Government a scheme 
for creating buffer stock for 
seeds but at that time it could 
nut be accepted. It is now 
gratifying to inform you that 
the Planning Commission has 
accepted the latest proposals of 
the NSC in principle and pro¬ 
visionally an amount of Rs. 3 
crores has been provided dur¬ 
ing the Fifth Five Year Plan. 
It is hoped that the availability 
of buffer stock will have a 
stabilising effect and will go a 
long way in breaking the feast 
and famine cycle in seeds. 

Your Corporation would 
continue to play a dominant 
role in the production and 
supply of foundation seed of 
varieties of all-India impor¬ 
tance. In this context, we do 
appreciate the Government po¬ 
licy not to allow monopoly of 
foundation seed to a single 
organisation, but the speciali¬ 
sation and expertise required 
to handle foundation seed is 
so great that the danger of un¬ 
scrupulous seed producers go¬ 
ing into foundation seed busi¬ 
ness in the lure of profit is 
much too obvious to be ignor¬ 
ed. Apart from our efforts to 
supply larger quantities of 
foundation seed, the strictness 
with which the state certifica¬ 
tion agencies would judge the 
genuicness and source of foun¬ 
dation seed will help in elimi¬ 
nating the spurious foundation 
seed. So far as your Corpo¬ 
ration is concerned, earlier 


there was no systematic 
arrangements for assessing the 
requirements of foundation 
seed and the estimates were 
based on discussions in Zonal 
Conferences and NSC’s own 
estimates. Since the targets 
were not always realistic and 
reliable the NSC has now 
evolved a system of advance 
indents backed bv ten percent 
payment from State Govern¬ 
ments and private producers. 
Judging from the huge number 
of advance indents received 
for h\bnd nt’iw. jmv w and. 
bajra loi the fin t! c-'mi'Y kha 
rit 1974 season, it is clem that 
the State Goven moots and pro¬ 
ducers have accepted the sys¬ 
tem of advance indents bv the 
NSC. By the adoption of tins 
system, assessment of demand 
on a reasonably accurate basis 
will be possible. 

In the field of certified seed 
production, precise assessment 
of demand has always been it 
difficult task. In the absence 
of any official machinery 
for assessing variety wise 
demand. NSC has evolved 
its own technique of demand 
forecasting. Moreover, to 
reduce marketing unccitaini- 
ties, a new approach ot cus¬ 
tom production is being tried- 
your Corporation has entered 
into custom production against 
bulk orders from some of the 
States during the current year. 
Wc believe that forward plan¬ 
ning of seed requirements by 
all concerned is a step in the 
right direction which would 
enable the seed industry as a 
whole to render a better T 
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service in increasing agricul¬ 
tural production. 

With an eye on the future 
growth and an all-round 
qualitative improvement, time 
is ripe now to undertake some 
research and development 
programme. Research and 
development are undoubtedly 
the backbone of innovation. 
It is gratifying that the Board 
of Directors in 51st meeting 
held on 15/16th March, 1973 
have taken far-reaching deci¬ 
sions in this regard and have 
approved of a separate Divi¬ 
sion of Research, Development 
and Quality Control. So far 
NSC has been dealing with 
seeds of primarily food crops 
and the varieties evolved by 
IAR1. There is now a need to 
test a wealth of new varieties 
available at the numerous 
research institutes and agricul¬ 
tural universities The proces¬ 
sing equipment used also con¬ 
sists, by and large, of only 
the basic machinery. It has 
so far relied largely on 
technology developed in the 
advanced countries; some of 
thc*e are inappropriate to the 
general situation in a develop¬ 
ing country like ours. The 
question of choice and suit¬ 
ability ot technology available 
from developed countries is 
thus becoming a major issue. 

To cope with the ever- 
increasing demand for the 
NSC quality seeds, a consi¬ 
derable step up of production 
programme in the following 
years is anticipated. Especially, 
the volume of cereal seeds is 
likely to increase manifold. It 
has, therefore, become neces¬ 
sary to suitably increase the 
processing and storage capacity 
on a priority basis. Some of 
the equipment may have to be 
imported which is in turn 
indicative of the need to gear 
up the quality of indigenous 
equipment. The Industry 
Development Cell of the NSC 
has been giving a lead and 
guidance to the manufacturers 
n tins regard but, on a commer¬ 
cial scale, the manufacturing 
jnits have to pay greater 
attention to perfection in criti- 
:al items such * as air-screen 
dcaners of large capacity. 

A number of entirely new 


problems have been thrown 
up for the seed industry by the 
general price rise and shortage 
of inputs for seed produc¬ 
tion. Your Corporation is 
also feeling the pinch of hin¬ 
drances in the inter and intra¬ 
state movement of seed, im¬ 
position of levy on the seed 
growers in certain states, 
non-availability of optimum 
doze of fertilizer to the 
growers etc. 

The year 1972-73 was a 
period of mixed fortunes. Due 
to extreme drought in several 
parts of the country, it was 
not a too favourable year 
from the stand point of pro¬ 
duction, but on the market¬ 
ing side the demand tended 
to out-strip the supply posi¬ 
tion. In spite of the difficul¬ 
ties, the production of 
foundation seeds was very 
encouraging and it has record¬ 
ed an overall increase of 45 
per cent over the previous 
year. In this context the non¬ 
availability of adequate land 
in suitable agro-climatic 
regions under direct control 
of the NSC continued to be a 
sang and the intensified efforts 
to obtain land for setting up 
more farms could not bear 
any tangible result during the 
year. 

The interim recommenda¬ 
tions of the National Com¬ 
mission on Agriculture con¬ 
cerning seeds and individual 
crops formed an active subject 
matter for discussions at 
various levels. A high level 
Seed Policy Meeting held on 
26th May, 1973 under the 
auspices of Ministry of Agri¬ 
culture deliberated on different 
aspects of recommendations 
concerning the seed industry 
at large and important deci¬ 
sions such as delineation of 
the iole of each agency, for¬ 
mation of Coordination Com¬ 
mittee for the production and 
distribution of breeders and 
foundation seeds were taken. 
It is hoped that with proper 
follow-up of these decisions, 
the growth of the seed industry 
on healthy lines will be facili¬ 
tated. 

In the field of vegetables, 
your Corporation has earned 
a good name in the market 


by supplying quality seeds at 
reasonable prices. It is esti¬ 
mated that at the current level 
of supply of seeds by the 
NSC, an urea of nearly one 
lakh hectares is being covered 
under vegetable cultivation by 
the farmers. 

I now come to the work¬ 
ing results of your Coipora- 
tion for the year 1972-73. 
The financial position of the 
Corporation remained excep¬ 
tionally sound enabling it to 
show a record net profit, flic 
turn-over of the Corporation 
rose to Rs 719.95 lakhs com¬ 
pared to previous year's turn 
over of Rs 529.27 lakhs and 
Rs 460.72 lakhs during the 
year 1970-71. The cash 
balance of the Corporation 
considerably improved com¬ 
pared to the pevious vear. It 
stood at Rs 198.82 lakhs with- 
•out over-draft as on 31st May, 
1973 compared to cash balance 
of Rs* 90.99 lakhs last year. 
Thus there has been an im¬ 
provement of Rs 107.83 lakhs 
in the drawing power of the 
Corporation during the year 
under review compared to the 
previous year. 1 he Corpora¬ 
tion made gross profit of 
Rs 122.63 likhs before provid¬ 
ing for interest on loans, dep¬ 
reciation, bonus to employees, 
staff gratuity, income-tax etc , 
and its working resulleJ in a 
net profit of Rs 44.28 lakhs 
after tax. You will be pleased 
to know that the Board has 
decided to earmaik a sum of 
Rs 20 lakhs towards Research 
and Development Reserve. 
The Board has also appropriat¬ 
ed a sum of Rs 1 lakh towards 
staff welfare reserve to help 
the staff of the Corporation 
and their families in the event 
of death, accident, disability 
etc. On the whole, as I said 
earlier, the Corporation is 
looking up for a bigger role 
in the national development 
programme. 

The Corporation created 
an atmosphere of goodwill 
and accommodation and its 
employer-employee relations 
during the year under review 
are cordial. 

I take this opportunity 
to place on record the ap¬ 


preciation of the work done 
by officers and staff, at 
all levels, during the year, 
both on behalf of the Bo ird 
of Directors and on ir.v own 
behalf. I am sure that their 
sense of involvement and 
dedication will continue and 
grow so that your Corpora¬ 
tion successfully face the bigger 
challenges and take full ad¬ 
vantages of the several oppor¬ 
tunities in the coining years. 

Before concluding, I would 
like to say that the level of per¬ 
formance of your Corporation 
for the year under review was 
more than adequate. I also wish 
to acknowledge with gratitude 
the valuable advice and assis¬ 
tance I have received from my 
colleagues on the Board, the 
Ministry of agriculture, State 
Govern meats, the Indian 
Council of Agricultural Re¬ 
search and the Indian Agri¬ 
cultural Research Institute. 

Note; This does not purport 
to be a record of pro¬ 
ceedings of the Annual 
General Meeting. 
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The Scindia Steam Navigation Co., Ltd. 

Summary of Speech of Shri Krishnaraj M. D. Thackersey, Chairman, 
The Scindia Steam Navigation Co., Ltd., made at ths 54th Annual General 
Meeting of the Shareholders on Wednesday, the 26th December, 1973 
at Patkar Hall, Bombay-400001. 


1 am glad to inform you that 
the C ompany has maintained a 
steady progress during the year 
| under review. The earnings of 
the Company have gone up 
fiom Rs 47 crores to Rs 56 
crones: This increase has been 
olfsel to a certain extent by 
rise m the operating expenses. 
During the year under review, 
arising out of revision of the 
terms and service conditions of 
floating stalT, petty officers and 
ratings, there lias been a subs¬ 
tantial increase in the wage cost. 
The National Maritime Board 
Agreement concerning seamen 
ratings concluded in March, 
1973 has had to be revised 
early this month as a result of 
which there will be an addi¬ 
tional burden of about Rs 60 
lacs per annum. 

The shipping lines have to 
view with great concern the 
deteriorating conditions in 
ports, particularly in Indian 
ports. The delays suffered by 
vour ships during the current 
year have increased substan¬ 
tially. Among the causes, ber¬ 
thing delays have been conspi¬ 
cuous, others being slow des¬ 
patch and strikes. Port de¬ 
lays to ships significantly cont¬ 
ribute to the ever incieasing 
cost of operation of ships. 

Since last few years the types 
of ships that are built through¬ 
out the world are rapidly 
changing. Shipowners are 
building various types of ships 
for dairying cargo at lesser ex¬ 
pense. The ships ate equip¬ 
ped for carrying pelletised 
cargo and many ships are being 
built as container ships, in 
order to compete, Indian ship¬ 
owners will also have to change 
the type of the ships and this 
will neccssiate modernisation 
of the ports in India to keep in 
line with the ports of other 
maritime nations. 

Duiing the year under re¬ 


view, two modern vessels, m.v. 
Jalamokambi and m.v. Jalayu- 
mini were added to the Com¬ 
pany's fleet. In addition to the 
above, two small bulk carriers 
of21,450 DWTeach have been 
ordered from Hindustan Ship¬ 
yard for delivery in 1976. The 
largest ship in Company’s 
fleet of 103,100 DWT, m.v. 
Walchand, was delivered by 
Messrs A.B. Gotaverken, Go¬ 
thenburg, on the 10th May, 
1973. After the close of the 
year, we have also taken deli¬ 
very of 53,579 DWT, m.v. 
Jalvallabli, built in Fnuien 
on 9th October, 1973. We have 
also on order another bulk 
carrier of 75,000, DWT with 
Lithgows Yard, Scotland the 
delivery of which is expected 
to be in 1976. In addition to 
the above we have signed a 
preliminary contract with 
GDR, shipyard for two 13,819 
DWT vessels, subject to Go¬ 
vernment approval. 

In the matter of acquisition 
of ships. Indian shipowncres, 
unlike shipowners of other 
maritime countries, are re¬ 
quired to undergo too many 
formalities before obtaining the 
sanction of the Government. 
Ixpericnce has shown that 
these avoidable formalities and 
procedures often cause undue 
delays resulting in favourable 
opportunities of acquiring ships 
at competitive prices being lost. 
In the interest of the heal¬ 
thy and speedy growth of Indi¬ 
an tonnage. Government sho¬ 
uld revise and streamline the 
procedures so as to ensure 
quick disposal. 

As 1 said last year, the Mono¬ 
polies and Restrictive Trade 
Practices Act is being applied 
to the Shipping Industry. Al¬ 
most all leading shipping com¬ 
panies come within th purview 
of this Act as the value of their 
assets exceed Rs, 20 crores. 


Considerable time is lost in 
getting each proposal for ac¬ 
quisition of ship cleared under 
the Act. Shipping being truly 
international in character conc¬ 
entration of economic power to 
the common detriment is not 
possible more so when public 
sector shipping occupies com¬ 
manding position in the in¬ 
dustry. In the interest of acce¬ 
lerated growth of Indian Ship¬ 
ping and of facilitating unrest¬ 
ricted display of initiative and 
enterprise on the part of the 
shipowner. Indian Shipping 
companies should be exempt 
from the application of the 
Act. 

Fiscal incentives given by the 
Government to the shipping 
industry have substantially 
helped the speedy expansion of 
Indian tonnage. However, in 
this context, the proposed with¬ 
drawal of Development Rebate 
as from 31st May, 1974 is a ret¬ 
rograde slep which will impede 
growth of tonnage. The grant 
of Development Rebate en¬ 
sured that shipping companies 
were able to deduct over a 
period of years, 140 per cent of 
the cost of the ships in deter 
mining I he taxable income. 7 he 
tax, attributable to the extra 
40 per cent, provided resource 
for meeting the increases in the 
cost of replacement of the 
ship. Shipbuilding costs have 
been continuously on the rise 
and in the absence of develop¬ 
ment rebate, shipping com¬ 
panies will have to rely only on 
loans for financing the acquisi¬ 
tion of new ships. This will 
retard the speedy growth of 
Indian Shipping. I would, 
therefore, again urge that the 
Government should reconsider 
their decision and continue to 
grant development rebate even 
after May, 1974. If the Govern¬ 
ment do not wish to reconsider 
the same. I would suggest that 
equally effective alternative in¬ 


centives like investment allow¬ 
ance or free depreciation may 
be considered. The Govern¬ 
ment’s alternative proposal of 
providing initial depreciation 
allowance of 20 per cent in the 
case of the Shipping Industry, 
will not be a proper substitute 
for the development rebate, as 
such depreciation allowance 
would mean nothing blit accele¬ 
rated debit of depreciation to 
the Profit and Loss Account 
in the earlier years. 

I welcome the new Minister 
of Shipping and Transport Shi i 
Kamaiapathi Tripathi. With his 
varied experience for the last 
many years. I am sure that 
he will give more encourage¬ 
ment to Indian Shipping, 

I take this opportunity to con¬ 
vey our special thanks to Shri 
Raj Bahadur, ex-Ministcr of 
Shipping and Transport and 
Shri M.B. Rana, Minister of 
State, for their valuable help 
to Indian Shipping. Our sincere 
thanks are due to the Secre¬ 
taries, Joint Secretaries and 
other officials in the Ministries 
of Transport and Finance, the 
Director General of Shipping 
and his officials as well as the 
officials of Transchart, the offi¬ 
cials of the Shipping Develop¬ 
ment Fund Committee. Re¬ 
serve Bank of India and other 
Government Departments for 
their co-operation and assis¬ 
tance. I convey our thunks 
to our patrons, shippers and 
other well-wishers of the Com¬ 
pany, the Management, Offi¬ 
cers staff and the agents at 
various ports. 


NOTE: - 

This does not purport to be 
the proceedings of the an¬ 
nual genera] meeting of the 
company. 
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RECORDS!! 

AND ■ 
STATISTICS 


'Filth five-year 
plan 1974-75 
-1978-79 

Tin. draft fifth five-year Plan 
envisages a total outlay of 
Rs 53,411 crores over the five 
year period 1074-79. Out of tin's 
an oullay of Rs 37,250 crorcs 
will he in the public sector and 
Rs 16.161 ciores in the private 
sector. In the public sector Rs 
31,670 crores are provided for 
investment and Rs 5,580 crores 
Vor current outlay, 

The Plan envisages an average 
rate of growth of 5.5 per cent 
in Gross National Product 
(ONP) at factor cost. Accord¬ 
ing to the document, the con¬ 
crete objectives of t he fifth Pian 
are derived from the long-term 
perspective for the Indian eco¬ 
nomy and the two strategic 
goals of removal of poverty 
* and attainment of economic 
self-reliance. The fifth five- 
year Plan is embedded into a 
long-term perspective plan for 
the Indian economy covering 
the period 1971-75 to 1985-86. 
The Perspective Plan describes 
v the emerging demographic 
structure, the trends in ur¬ 
banisation, the increase in la¬ 
bour force, the external sector 
of the economy and the long¬ 
term output sructure of the In¬ 
dian economy in consonance 
with the objective of removal 
of poverty. The long-term rate 
of growth which Indian econo¬ 
my lias to achieve on self-sus¬ 
taining basis will be 6.2 per cent 
' per annum. One of the funda¬ 
mental conclusions of the Pers¬ 


pective Plan is that the crea¬ 
tion of employment is going to 
be the single most important 
challenge to development 
planning during the perspective 
period. 

The document can be broad¬ 
ly divided into four sections. 
Section I deals with the perfor¬ 
mance of the economy in the 
fourth Plan period and the 
objectives and policy frame¬ 
work of the fift h five-year Plan. 
The rate and pattern of the 
growth, development outlays 
and pattern of Pian finance 
figure in Section II while Sec¬ 
tion III deals with the salient 
features and strategy for the 
major sectoral programmes, 
e.g. agriculture, industry, mini¬ 
mum needs programme, etc. 
Section IV is concerned with 
Plan implementation* 

Section I 

Review of the Fourth Plan 

In terms of 1960-61 price, 
the net domestic product at 
factor cost will increase from 
Rs 17,351 crores in 1968-69 
to Rs 22,862 crores in 1973- 
74. During the fourth Plan 
period against the targeted 
growth rate of 5.7 per cent, the 
economy experienced fluctuat¬ 
ing annual growth rates. 1 lie 
overall growth rate during the 
fourth Plan pe;iod is likely to 
be 3.7 per cent per annum. 
Table I summarises the rates of 
growth experienced by Indian 
economy during the fourth five 
year Plan period. 

* It is very clear that the rate 
of growth experienced in the 
fourth Plan is inadequate in 
relation to our requirements 
and objectives. The reasons for 
shortfalls in different sectors 
have been analysed and dis¬ 


cussed in the different chapters 
and the lessons drawn from the 
fourth Plan period have been 
taken into account in working 
out the overall framework as 
also the development pro¬ 
grammes for the different sec¬ 
tors in the filth Plan. 

The concrete objectives of t lie 
filth five-year Plan arc derived 
from the long-term perspective 
for the Indian economy and 
the two strategic goals of re¬ 
moval of poverty and attain¬ 
ment of economic self-reliance. 
The fifth five-year Plan is em- 
bodded into a long-term 
perspective Plan for the Indian 
economy covering the period 
1974-75 to 1985-86. The Pers¬ 
pective Plan describes the erne* 
rgi ng Jemogra p h ic st r uc t u»c 
trends in urbanisation, the in¬ 
crease in labour force, the ex¬ 
ternal sector of the economy 
and the long-term output 
structure of the Indian econo¬ 
my in consonance with the 
objective or removal of 
poverty. Long-term rate of 
growth which Indian eco¬ 
nomy has to achieve on 
self-sustaining basis will 
be 6.2 per cent per annum. 


One of the fundamental con¬ 
clusions of the Perspective Plan 
is that the creation of employ¬ 
ment is going to bo the single 
most important challenge to 
development planning duiing 
the perspective period. 

To attain the basic objec¬ 
tives of removal of poverty 
and attainment of self-reliance, 
it is necessary that we achieve 
higher rate of growth, better 
distribution ot incomes am! a 
very significant step-up in the 
domestic rate of savings dur¬ 
ing (he fifth five-year Plan. 
The fifth Plan has projected ia 
target rate of growth of 5.5 
per cent and attainment of 
these objectives requires a 
higher level of investment apart 
from a higher level of efficiency. 
The Plan programmes are de¬ 
signed to bring about a positive 
impact on the levels of con¬ 
sumption and income of the 
lowest three deciles of the 
population. 

Instruments of Policy 

The main instruments of the 
economic policy shall be: 

(a) Appropriate allocation 


1 ABM, 1 

Rates of Growth during Fourth Five Year Plan 


Scclor/Sub-seetor 

Fourth 

Plan 

project¬ 

ions 

1969-70 

1970-71 

1971-72 

1972-73 

1. Agriculture 

5.0 

5.1 

4.7 

— 1.7 

-5.5 

2. Mining & Manu¬ 
facturing 

7.7 

5.0 

1.8 

2.9 

4.2 

3. Fleetricity. Gas 
and Water Supply 

9.3 

9.4 

4.8 

6.6 

7.2 

4. Construction 

8.6 

6.7 

24.8 

1.8 

9.2 

5. Transport & Com¬ 
munications 

6.4 

5.8 

4.9 

5.0 

3.8 

6. Public Administ¬ 
ration and De¬ 
fence 

2,0 

7.4 

2.5 

12.1 

8.9 

7. Other services 

4.7 

6.5 

- 1.0 

3.8 

4.1 

S. Net Domestic- 

Product at factor 
cost 

5.7 

5.2 

4.2 

1.7 

0.6 


Note: The rates of growth given above arc subject to revision 
us and when the estimates of Net Domestic Product get 
revised. 
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iml utilisation of investment 
nit lays for different sectors, 
ncludmg the private sector; 11 

(b) Package of incentives 
uni disincentive^ to direct the 
low of private investment into 
ociully prefcried uses and 
iwav from areas of low social 
>ru!itabdity; 

(c) Institutional reforms 
vhich will release production 
orces leading to higher levels 
ffprodirlion and more equal 
listributson of benefits of extra 
Product ion, 

Id) Fiscal and nonetary mea¬ 
sures to direct the process of 
Icvelopment in non-inflation- 
irv manner. 

Son-inflationary financing 

Non-inflationary develop¬ 
ment is the centre of the scheme 
of financing the fifth five-year 
Plan. This will be done by 
achieving the needed rate of 
growth of wage goods especi¬ 
ally agricultural for mass- 
jonsumption and accelerated 
development of the ‘core' sec¬ 
tors i.c. steel, coal, oil, cement, 
fertiliser, power, etc. 

'I'he principal instruments ol 
resource mobilisation arc taxa¬ 
tion, borrowings and pricing 
policies in relation to public 
enterprises. In essence, the 
stepping up of public savings 
is the corner-stone of the re¬ 
source mobilisation strategy. 
This will mean higher rate of 
direct taxation especially of 
urban property including socia¬ 
lisation of land, differential 
system of excise duly on non- 
essential and luxury goods and 
widening the lax base by bring¬ 
ing a system of direct taxes on 
agriculture which is consistent 
with increased productivity 
and equity. Similarly, ade¬ 
quate measures have to be de¬ 
vised for collecting taxes from 
ii p. incorporated enterprises, 
and for improving the tax- 
collcction machinery and pro¬ 
cedures. 

As physical and financial 
plans constitute an interre¬ 
lated system, utmost care has 
to be taken in incurring ex¬ 
penditure whether on Plan or 
non-Plan account. For public 
investment along with choice 
of appropriate investment 
projects, it is essential that 


right proj;jls are started and 
completed in right time. The 
process of project formulation 
and minugemcnt should make 
the increased use of various 
analy* ieal techniques and 
these skills have to be 
strengthened both in the state 
and central governments. 

The Plan will be implcm:ntcd 
amongst uncertainties. Two 
principal sources of uncertain¬ 
ties for public sector projects 
arc, (i) amount and pattern of 
rainfall; and (ii) availability 
of crude oil and derivatives, 
hk? fertilisers. Therefore, ener¬ 
getic execution of irrigation 
programmes and production of 
energy from indigenous sources 
deserve very high priority. 
Organisation and management 
of public enterprises need to be 
reviewed from the point of view 
of production and profitability. 
In fact the surpluses of the 
public sector cntciporiscs will 
form an important source of 
public savings. 

Important Role 

The Plan envisages an im¬ 
portant role for the private 
sector in relation to savings 
and investments. Fiscal policy 
along with expansion of rural 
banking will be useful in sti¬ 
mulating the household sav¬ 
ings. The consumption of 
non-essential items will be dis¬ 
couraged and the savings will 
he channelled towards pro¬ 
ductive investments. Similarly, 
appropriate mix of incentives 
and disincentives will be used 
to stimulate and channelise cor¬ 
porate savings into appropriate 
areas of investments. A system 
of‘administered prices' consist¬ 
ing of tvv > parts may be con¬ 
sidered for the outputs of the 
critical coie-scctor. 

Industrial development of 
backward areas is an important 
means of raising the level of 
income and reducing the re¬ 
gional disparities. 

The fifth Plan envisages that 
only a small fraction of total 
investment will be financed by 
means of external assistance. 
This requires that (i) our food 
needs aic met from domestic 
sources except m any emer¬ 
gency situation; and(ii) the res¬ 
tructuring of energy base of the 


economy. A policy of energy 
substitution is an imperative 
necessity for growth as well as 
for self-reliance. The Fuel Poli¬ 
cy Committee report will make 
available the details of policy- 
mix for energy substitution. 
Similarly, the contemplated 
growth of the core sector will 
substantially reduce the im¬ 
port requirements. 

The export policy wilt aim 
at generating sufficient ex¬ 
portable surpluses and de¬ 
veloping the competitiveness of 
our export produce. The thrust 
of the policy i> of exporting 
commodities in more finished 
form'i and developing the noil- 
traditional exports c.g. en¬ 
gineering goods, chemicals, 
etc. 

The Science and Technology 
Plan as an integral part of the 
fifth five-year Plan, is one of 
the major policy instruments for 
achieving the objective of self- 
reliance. Maximum utilisa¬ 
tion and development of indi¬ 
genous science and techno¬ 
logy and through research and 
dcvclopmmt displacing the 
urn :>rtcd technology would be 
the thrust of the Science and 
Icjhnology Policy. 

Basic Objective 

One of the basic objective 
of llie Plan is to increase the 
consumption of the lowest 30 
per cent of our population. The 
principal instrument that will 
be utilised for this purpose is 
creation of additional employ¬ 
ment opportunities and this 
will depend to a great extent on 
m lximising t he amount of addi- 
tion.il productive employment 
per unit of investment outlay. 

Specific schemes have been 
worked out in the Agricultural 
Plan which take into account 
that the population belonging 
to backward classes and back¬ 
ward areas constitute a very 
high proportion belonging to 
the lowest three deciles of our 
population. All these schemes 
emphasise the fact that the 
production base of the small 
and mirgiual farmers has to be 
increased. Implementation of 
land reform > can help the rise 
of # incom? to a great extent. 
For this purpose, reforms 
should be conceived as an inte¬ 


gral package along with distri¬ 
bution of essential inputs. 
Improvement of tenurial con¬ 
ditions and measures aimed 
at sealing down the indebted¬ 
ness will lead to both higher 
output and better distribution 
of incomes for share-croppers 
and small tenants. 

In agriculture, allied activi¬ 
ties, like dairying, poultry¬ 
farming etc. will play a very 
important role in ensuring 
that the benefits of the diffe¬ 
rent programmes gel distribu¬ 
ted equitably. 

Distribution of income in the 
organised sector can improve 
by both increasing <lic total 
value of the product ion and 
the share of wages of it. This 
requires that improvement of 
wage-share should be brought 
about at the expense of tlie- 
consumption of the owner of 
property. To ensure 1 lie con¬ 
sumption level., of working 
class, the supplies of needed 
commodities through public 
distribution system is essen¬ 
tial. It is also important to 
ensure that the distribution 
costs arc as low ns possible. 
Public distribution system will 
thus also function as counter¬ 
vailing power to discourage 
speculative activities in trade 
and to ensure a steady growth 
of production. 

National programme of 
minimum needs which im¬ 
proves the supply of social 
services has an important role 
to play in improving the distri¬ 
bution of consumption for the 
lowest three deciles. 

Section II 

Rate and Pattern of Growth 

The fifth Plan envisages an 
average annual rate of growth 
of 5.5 per cent in CjNP at factor 
cost. Even this rate of growth 
calts for greater efficiency in 
planning and implementation, 
hard decisions, vigorous dis¬ 
cipline and considerable sacri¬ 
fice. A rate lower than 5.5. 
per cent would be unsasti&fac- 
tory as it will involve scaling 
down the rate of growth of key 
and basic industries which will 
make it more diffi:ult to sus¬ 
tain an adequate rate of growth 
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in future from country’s own Plan will depend primarily on, 
resources. The increasing inter- (i) fuller utilisation of capacity 
national prices of the main- (ii) speedy completion of pro- 
tenancc imports point to the jects already under implemen¬ 
ted of accelerated creation tat ion. 
and fuller utilisation of activi¬ 
ties in the field of core sector. In working out the pattern 
i.e. steel, POL products, basic of growth, the technological 
chemicals, fertilisers, etc. A characteristics of the economy 
satisfactory balance of pay- and intcr-industry relationship 
ments can be achieved only have been taken into account 
with a reasonable high rate of by the elaborate system of 
growth in sectors like basic in- material balance. The sectoral 
dustry and agriculture. In- growth rates are thus mutually 
gpite of the increase in the price consistent and take into ac- 
levcl, it has been found possi- dount a fair degree of evening 
blc to maintain the target out of the existing wide dis- 
growth of 5.5 per cent by in- parities between the consump- 
creasing the total outlay com- tion level of the rich and the 
pared to the Approach Docu- poor. This means the well-to- 
ment by Rs 2246 crorcs ft is do section must be induced and 
possible as(i) a rise in the price obliged to provide bulk of the 
of investment goods has been private savings thus ensuring 
much smaller than the general the equitable distribution of 
rise in prices, (ii) the base year consumption. Table II summa- 
Aipueity had production aehic- rics the projected sectoral 
ved in several important fields growth during the fifth five- 
arc likely to be lower than in year Plan, 
the Approach Document, and 

(iii) it is envisaged that the It is necessary to complete 
growth of output in the fifth the preparatory steps for im- 

Tabu. II 

Projected Sectoral Growth 

Sector Average annual rate 

growth (%) 

Value of Value 

output added 


1. Agriculture 

4.67 

3.89 

2. Mining and Manufacturing 

X.27 

8.11 

(a) Mining 

10.47 

*>.86 

(b> Manufacturing 

8.21 

7.98 

(i) food products 

5.12 

4.78 

t (ii) textiles 

5.12 

4.10 

(iii) wood and paper products 

6.90 

4.93 

(iv) leather and rubber products 

7.65 

7.32 

(v) chemical products 

12.43 

12.35 

(vi) coal and petroleum products 

10.61 

6.87 

(vii) non-metaflic mineral products 

8.70 

8.20 

(viii) basic metals 

12.58 

11.76 

^ (ix) metal products 

8.86 

8.64 

(x) non-cieclrical engineering pro¬ 
ducts 

13.58 

13.56 

(xi) electrical engineering products 

9.49 

8.91 

(xii) transport equipment 

7.24 

7.24 

(xiii) instruments 

9.28 

8.20 

(xiv) miscellaneous industries 

8.60 

8.41 

3. Electricity 

10.84 

9.87 

4. Construction 

8.77 

8.70 

5. Transport 

6.13 

5.63 

6. Services 

6.27 

6.65 

Total 


5.50 




plemenlation well in time for button of Plan* outlays has 
the launching of the Plan to been attempted to optimise 
achieve the principal targets the use of resources wlr'te keep- 
espeeially in the core ing in mind (i) speedy compio- 
industrial sector and the tion of projects and progi a in- 
agricultural sector. mes already under way, (ii) 

An outlay of Rs 53,411 crore, ,ho '"I 1 ?/. I,li , ]isali< ’" f ca P a - 
is envisaged for the fifth five- V a ^’ 0,1 

year Pfuii. Of Ihe ajigreaafe investment, (m) achieving at 

outlay Rs .V/,250 crorcs is in »««*! tUo , m,n,mum . ,ar 8 ct «• 
the public sector and Rs 10.161 aJditional capacity m core sec- 
crorcs in the private sector. In lu,s a,| d, ( ,v ) attainment ol 
the public sector Rs 31.070 certain minimum levels of de- 
erores are provided for invest- yelopment especially for the 

ment and Rs 55X0 crorcs for | ;,st thw ik ' c,!cs 01 our P°P U - 
current outlay. hit ion. 


Table III Summaries the Public 

Out 

of the 

toial investment 

Sector Outlays 

of Rs 

47561 

crores, Rs 45130 


crores 

will 

be 

financed 

Within the constraints of 

bv domestic 

savings 

and Rs 

available resources, the ihstri- 

24 H e 

rores from the net inflow 

Tart i 

III 




Public Sector Outlays 

(Rs crorcs) 

Heads of development ( ontre 

Stales 

Union 

Total 




Terri¬ 





tories 


1. Agriculture 

1946 

2717 

67 

4730 

2. Irrigation 

140 

2515 

26 

2681 

3. Power 

738 

5343 

109 

6190 

4. Mining & Manufacture 

8180 

742 

17 

8939 

5. Construe!ion 

25 



25 

6. Transport and Commun- 





cation 

5727 

1297 

91 

7115 

7. Trade & Storage 

194 

11 


205 

8. Housing and Real Fstate 

237 

338 

25 

2600 

9. Banking, Insurance 

90 



90 

10. public Administration & 





Defence 

60 

30 

8 

98 

11. Other Services 

1953 

3580 

257 

5790 

(i) Education 

484 

1155 

87 

1726 

(ii) Health 

253 

517 

26 

796 

(iii) Family planning 

516 



516 

(iv) Nutrition 

70 

330 


400 

(v) Urban development 

252 

272 

19 

543 

(vi) Water supply 

16 

924 

82 

1022 

(vii) Social welfare 

200 

26 

3 

229 

(viii) Welfare .of backward 





classes 

55 

167 

4 

226 

(ix) Labour welfare 

15 

38 

4 

57 

(x) Miscellaneous 

92 

151 

32 

275 

12. Science and Technology 51 

419 



419 

13. Hill and Tribal Areas 


500 


500 

Total i 

9577 

17075 

600’* 

372501 


♦Includes provision for the Departments of Atomic Energy, 
Space, Science and Technology, Council of Scientific and In¬ 
dustrial Research, Supply and Anthropological Survey. In addi¬ 
tion, a provision of Rs 614 crorcs for Science and Technology is 
included in the respective sectors. ♦Tentative. 

IThe sectoral outlays total uplo Rs 37382 crores. A reduc¬ 
tion of Rs 132 crores would be effected to keep the total at Rs 
37250 crores or alternatively additional resources to this extent 
would be found. 
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funds from 1 lie ust of.fhe 
| world. This means rise in (hit 
1 . 1(0 of investment fiom 13.7 
per cent GNP in 1973-74 to 
J 16.3 per cent GNP in 1978- 
' 79. The distribution of total 
investment between different 
1 sectors is given below 

Rs (crores) 


!. Public sector 31400 

2. Private scetoi 16101 

0) Corporate 5261 

(ii) Cooperative 684 

(ml Household 10216 

3. lotal-investment 47561 


, In terms of GNP, the rate 
of savings has been estimated 
' to grow from 12.2 per cent in 
1973-74 to 15.7 per cent in 
1978-79. Out of the total do¬ 
mestic savings, the public sav- 
j ings compiising savings of 
government (states and centre), 
autonomous public undertak¬ 
ings has been estimated at 
Rs 14907 crores. The balance 
of Rs 3223 erotes is accounted 
by private savings comprising 
corporate. cooperative and 
household savings. 

The sectoral composition of 
domestic savings is given in 
table IV. 

The public disposable in¬ 
come will bo increased by in¬ 
creasing (i> gross factor income 
front government propity and 
enterprises, (u) direct and in¬ 
direct laves and (in) reducing 
the subsidies and neI current 
transfer to private sector. The 
government consumption com¬ 
prising non -development a l 

and non-Plan expenditure 
will increase fiom Rs 6025 
crores m 1973-74 to Rs 8331 
m 1978-79. 

'I lie average rate of govern¬ 
ment savings will increase 
from 11.2 per cent in the year 
1972-73 of government dis¬ 
posable income tit 22.8 per 
cent in 1978-79. The public 
corporate savings are project¬ 
ed to glow' from Rs 634 crores 
in 1973-74 to Rs 1636 crores in 
1978-79. 

As there is now a si/eable 
cooperatee sector, it is neccs- 
saiy to focus attention on run¬ 
ning the cooperatives efficient¬ 


ly so that it makes reasonable 
contribution to domestic sav¬ 
ings. Cooperatives savings are 
estimated to grow from Rs 50 
crores n 1973-74 to Rs 68 
crores in T978-79. 

The additional resource 
mobilisation for the fifth Plan 
by the public sector has been 
taken at Rs 6850 crores- Rs 
4300 crores at the centre and Rs 
2550 ciores in the states. Centre 
will mobilise resources through 
(j) revision of pricing policy 
of the Railway, PAT and other 

Tabu: IV 

Estimated Financial Resources 
for the Fifth Plan by Generating 
Sectors 

(Rs 

crores at 
1972-73 
prices) 

I. Budgetary pro- 


vision for current 
development out¬ 
lays 

5850 

2. Domestic Savings 

45130 

(a) Public sector 

14336 

( ) Central and State 
budgets 

8348 

(ii) Central and State 
non-financial en¬ 
terprises 

5988 

(b) Financial institu¬ 
tions 

739 

(i) Reserve Bank of 
India 

461 

(ii) Others 

278 

(c) Private sector 

30055 

(i) Private corporate 
non-financial sec¬ 
tor 

4139 

(ii) Cooperative non¬ 
credit institutions 

169 

(iii) Household sec¬ 
tor 

25747 

3. Draft on Foreign 
Saving 

2431 

(a) Fresh net inflow 
of funds to finance 
the balance of pay¬ 
ments deficit on 
current account 

2231 

(b) Accrual back 
from interest and 
amortisation pay¬ 
ments in rupees on 
PL 480 debt and 
deposits 

200 

Total 

53411 


Public savings will depend 
upon the public disposable in¬ 
come and the outflows. 


public sector entelprises so 
that they can achieve satis¬ 
factory rate of return and in¬ 
vestment. (ii) widening the tax 
base for central income and 
wealth tax, (iii) reduction of 
fund subsidy, (iv) increasing 
the urban property tax, and 
(v) increasing commodity ta¬ 
xation which will not only 
raise additional revenue but 
will restrain the consumption 
of efficient section of the so¬ 
ciety, Additional resources will 
be mobilised by the states 
through (i) increasing direct 
taxation on Agriculture, (ii) 
increasing irrigation rales and 

(iii) revising the electricity 
t a rills upward. 

The suggested approach of 
raising additional resources 
would not only enlarge the 
availability of resources bul 
also achieve the other Plan ob¬ 
jectives such as self-reliance, 
price stability and reduction 
in disparities of income and 
consumption. 

The resources for the Plan in 
the private sector are estimated 
at Rs 16161 crores, out of which 
Rs 10216 crores would re¬ 

present the investment in physi¬ 
cal assets leaving Rs 5945 

crores for investment in cor¬ 

porate and cooperative sector. 

Projection of balance of 
payement takes into account 
the recent sharp rise in the 

woi Id prices of some of our 
major imports, i.c. steel, POL 
products, newsprint and ferti¬ 
lisers, etc., and the growing 
burden of debt servicing. The 
main assumption for balance 
of payments are the follow¬ 
ing:— 

(i) Restructuring of energy 
base of the economy along the 
lines suggested by indigen¬ 
ous availability. 

(ii) Restraint on imports con¬ 
tributing to non-essential con¬ 
sumption. 

(iii) Lflicienl management of 
food economy. 

(iv) Adequate and vigorous 
efforts to develop the exports 
of - non-traditional commodi¬ 
ties. 

(v) The foreign exchange gap 


to be met by gross assistance of 
Rs 4000 crores, which will be 
available on concessional 
terms. The debt servicing 
charges add up to Rs 2557 
crores and thus the net aid is 
of Rs J451 crores. 

The exports are projected to 
grow from Rs 2000 crores in 
1973-74 to Rs 2980 crores in 
1978-79. The combined rate 
of growth for exports works out 
to 7.6 per cent which is about 
the same as actually realised 
in the fourth Plan period. In 
export earning large increases 
are expected to be from engi¬ 
neering goods, textiles, marine 
products and leather products. 

The imports have been projec¬ 
ted to grow to Rs 3100 crores in 
1978-79. This docs not in¬ 
clude any provision for food 
imports. During the fifth Plan, 
major imports would be POL 
products, mclai products, steel, 
fertilizers, etc. fnc thrust of 
the import substitution effort 
has been directed towards 
these products. In case of 
POL, the substitution has to be 
made by (i) greater use of coal 
and (ii) stepping up the pace 
of development of hydro-elect¬ 
ric power. 

Section III 

National Programme for 
Minimum Needs 

The national programme for 
minimum needs as incorpora¬ 
ted in the fifth Plan envisages a 
frontal attack by attempting 
to allocate adequate tsesources 
for social consumption for all 
areas. In this programme, 
attention is concentrated on 
the programmes relating to 
elementary education, rural 
health, nutrition, drinking wa¬ 
ter, provision of house sites, 
slum improvement, rural roads 
and rural electrification. For 
evolving the minimum norms, 
a detailed exercise was under¬ 
taken to minimise growing dis¬ 
parities between different areas 
and also to determine what 
could possibly be accomp¬ 
lished in a Plan of five years 
within the limitation of orga¬ 
nisational, material and man¬ 
power resources. The national 1 
programme for minimum needs 





will be of significant impor¬ 
tance to the backward areas. 

It is anticipated that the 
various schemes included 
should be viewed as integral 
parts of a package of facilities 
for careful implementation. To 
ensure this it will be necessary 
that arrangements arc made 
for detailed planning at the 
district level. In the fifth Plan, 
an outlay of Rs 2803 crores has 
been allocated. Item-wise de¬ 
tails arc given in Table V. 
It is also assumed that in order 
to ensure that minimum needs 
programme is executed with gre¬ 
atest possible efficiency, steps 
would be taken to work out 
the material requirements for 
each item and tic up the supp¬ 
lies well in advance, according 
to a carefully phased program¬ 
me of implementation. It has 
been anticipated that consi¬ 
derable contribution would he 
available from local com¬ 
munities and there will 
be considerable decentral¬ 
isation in implementation 
which will ensure widespread 
participation of people with 


regard to locational decisions. 
In this context, the concept of 
multi-level planning which 
strengthens the planning pro¬ 
cess at the state and district 
level will be important in im¬ 
plementation of such location- 
specific programmes. 

In the fifth Plan, unlike the 
previous Plans, the main tar¬ 
gets of cropped production 
have been conceived for llie 
five-year period as a whole. 
The intention behind this app¬ 
roach is to determine the task 
of the Plan against the time 
horizon of the entire Plan pe¬ 
riod thereby evening out fluc¬ 
tuations on account of seasonal 
factors. Apart from the count¬ 
ry as a whole, state-wise live 
yearly targets also have been 
worked out. Table VI shows 
the implicit growth rates in 
the fifth five-year Plan tar¬ 
gets. 

Hor achieving the targets 
for the fifth Plan, one of the 
essential requirements will be 
that the growth by the crop¬ 
ped area must be faster than 


Taiui. V 

Outlays for National Programme for Minimum Needs 

(Rs crores) 


Item 

Expendi¬ 
ture in 
the 

fourth 

Plan 

Outlay 
in the 
fifth 
Plan 

Remarks 

Elementary Fduca- 

tion 

225.88 

451.51* 

J! This is in addition 
to Rs 249.52 

Rural Health 

22.79 

291.47 

crores for Support 
programmes under 
Elementary Edu¬ 
cation. 

Nutrition 

1.38 

530.20® (ti ),Including CARE 

Rural Water Supply 

165.11 

554.00 

assistance in the 


form of food 
mainly for mid¬ 
day meal pro¬ 
gramme. 


Rural Roads 

House sites for land- 

206.28 

498.00 ;f: *This is in addition 
to Rs 400 crores 

less 

4.46 

107.95 under Rural Elec¬ 

trification Corpo¬ 
ration. 

Slum Imptovcmcnt 

6.91 

94.63 

Rural Electrification 

427.11 

276,03** 

Total 

1059.92 

2203.79®(ff? ®($Excluding 
outlays for Union 


Territories. 


the recent past. In the fifth 
Plan, through extension of irri¬ 
gation by about 11 2 million 
hectares and increased stress 
on intensity of crop, efforts 
will be necessary to step up 
the rate of increase in gross 
cropped area to an average 
2.2 million hectares per an¬ 
num. Apart from the overall 
increase in gross cropped area, 
it will be necessary that various 
commercial crops gel a share 
of additional area substantially 
in excess of what was in the 
recent past. 

Growth in Productivity 

For all selected crops taken 
together, the growth rate of 
cropped area is expected to 
contribute to an extent of I 2 
per cent, thus much greater 
reliance will have to be placed 
on growth in productivity, for 
achieving this requisite growtli 
multi-pronged efforts will be 
necessary. The main elements 
of these efforts will be; (i) exe¬ 
cution of land reform mea¬ 
sures, (ii) effective operation 
of Agriculture Price Policy, 
(in) efficient water and hind 
management, (iv) strengthening 
of agriculture extension in ad¬ 
ministration, (v) increase in 
consumption of chemical ferti¬ 
lisers, and (vi) expansion in 
institutional credits and certi¬ 
fied seeds programmes. 

The small farmers and mar¬ 
ginal farmers schemes arc pro¬ 
posed to be unified and en¬ 
larged in the fifth Plan. The 
new programme will cover 
not only irrigated agriculture 
but also dry farming on a large 
scale. The drought-prone areas 
are being tackled in a syste¬ 
matic way during the fifth Plan 
period, aiming at preparing a 
strong protection base and 
drought immunisation base, 
through emphasis on animal 
husbandry, along with a propei 
fodder economy. 

In coming years, there will 
be a higher rate of growth of 
demand for milk, eggs and 
meat. The fifth five-year Plan 
envisages a groth rate of live 
per cent for these products. 
In the fifth Plan, it is intended 
to develop animal husbandry 
as an important economic occu¬ 
pation for the small marginal 
farmers and agricultural la¬ 


bourers. l or this purpose, j 
vision has been made in 
state and central Plans lot » 
ing assistance to small fartv 
and agricultural labourers 
rearing cross breed heifers ; 
for undertaking poultry, sh 
and piggery activities. In 
fifth Plan, one of the sectors 
which special boost will be gi 
is that of fisheries. The princi 
objectives in respect of fish- 
development arc: (i| to step 
annuallv a level offish prod 
lion, (ii) to improve the soc 
economic conditions of fish 
men. (iii) to improve the s 
tern of maiketing, fish and Ii: 
cry products. The fish p 
due lion will be increased 
stepping up both inland fish 
ics and marine fisheries, 1 
development of traditional n 
rinc fishing and deep sea fb 
ing will be flic basis for the t 
patision of the marine fisheri< 

The fifth Plan lavs spec 
emphasis on intensive fori 
development and it will 
necessary to ensure that fort 
areas are not dcforcslc 
Efforts will have to be made 
afforest to compensate for ti 
forest areas already load. 

Commercial man-made l‘ 
rests will be a major active 
in the forestry sector in the (iff 
Plan. Plantation over 1.11 mi 
lion hectares are proposed to 1 

Taht.i: VI 

C ompound Rate of Growth i 



Crops 



Fifth 

Fourth 


Plan 

Plan 

Crop 

Target ted 

Targcttc 


Growth 

Growtl 


Rate 

Rale 

Rice 

4.2 

5. 

Wheat 

4.8 

5. 

Mai/e 

4.2 

5. 

Jowir 

3.0 

8. 

Bajra 

4.2 

6. 

Other 



cereals 


2. 

Pulses 

4.0 

3. 

Food- 



grains 

4 2 

5.< 

Sugaicunc 

4.9 

4 ( 

Oilseeds 

5.8 

4.. 

Cotton 

4.3 

' 5. 4 

Jute Mcsla 2.9 

3.< 
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ed during the period of (he 
i Plan. 

i.lidding up of a strong and 
pie cooperative scctoi with 
.ml emphasis on needs of 
pants, workers, will he one 
> he major objectives of nuti- 
I policy in the liftli Plan, 
structural reforms in the 
operative sector will receive 
nled attention, l or the small 
,1 marginal farmers, where- 
; the cooperative system is 
:k, a new concept of “Par¬ 
's services society" with 
.Sessional management will 
used. 

n the fifth Plan cooperatives 
,1 continue to be the princi- 
institutional agencies in the 
d of agricultural credit. 
I’ticular stress will he to 
lengthen the primarv agricul- 
lal credit society. Over dues 
:istitnlc the most formidable 
! >blem facing the cooperative 

• cht instil ut tons. Various 

• ungerneuts are UMialised 

• cIfecting better recovery of 
th short-term and long-term 
\iits. 

egrated Development 

itegrated rural development 
II be possible only through 
operation and participation 
the people. This would be 
:ured by strengthening Pan- 
ayati Raj institutions at vari- 
is levels. In the fifth Plan, 
ncultural development pro- 
ammes will be re-oriented to 
sure that the mass of small 
id marginal farmers and agri- 
ltural labourers will incrcus- 
gly benefit from this pro- 
animc. The fifth Plan visua- 
•es two major programmes of 
ivelopment of command area 
selected irrigation projects 
id development of specific 
•ought-prone areas. 

Several deficiencies of the 
orking of SHM/MFAI. pro¬ 
ds are being studied and 
lalyscd and in the lilih Plan, 
no of the obvious tasks would 
e to take steps towards re¬ 
unite operational nnprovc- 
»cnt in these projects. It is 
roposed to continue iho pio- 
ramme in lh<' fifth Plan and to 
vpaml covciage in all 160 pin- 
xts. I he additional projcMs 
/ill he composite in character 
nd will set \e bath small and 


marginal farmers. Beneficiaries 
of these projects restricted to 
farmers with land holding up 
to two hedges and agriculture 
labour. 

T he strategy for the fifth five- 
five year Plan will include con¬ 
crete operational programmes, 
improvement of implementing 
machinery and peoples' invol¬ 
vement. 

H is imperative that imme¬ 
diate legislative measures arc 
undertaken for plugging the 
loopholes in the existing tenan¬ 
cy laws, conferment of owner¬ 
ship rights on tenants and 
share-croppers according to 
time bound programme. 
Among the operational pro¬ 
grammes high priority will be 
given to the comprehensive 
programmes of preparation and 
maintenance of tenancy re¬ 
cords and land consolidation. 
Similarly important changes in 
the implementing machinery 
will be atTected. 

Plugging the Loopholes 

T he Irrigation plan will have 
two main objectives: (i) subs¬ 
tantial increase in the creation 
of irrigation potential having 
regard to needs of the drought- 
prone areas, (ii) improvement 
in utilisation of credit potential 
and efficient management of 
water and land for achieving 
maximum productivity. In the 
fifth Plans for major and medi¬ 
um irrigation, the outlay of 
Rs 2401 crores and target of 
6.2 million hectares are being 
aimed at. 

l or efficient use of water for 
agriculture, measures arc to be 
taken for (i) improving the effi¬ 
ciency of irrigation system, 
and (n) on-farm measures to 
derive optimum agricult uial 
production. To achieve these 
objectives, an integrated area 
development, i.c. command 
area development, approach 
will be adopted. There is a 
necessity of having inter-dis¬ 
ciplinary authority for com¬ 
mand area development pro¬ 
gramme. These programmes 
will vary in scope and extent 
from project to project and 
state to state depending on the 
developments that have al¬ 
ready taken place and the rele¬ 
vant factors. Similarly, a num¬ 


ber of policies and measures in 
the realm of irrigation, en¬ 
gineering and agriculture de¬ 
velopments arc proposed. 

In the fifth Plan, an increase 
of six million hectares is envi¬ 
saged for benefits from minor 
irrigation. The total outlay will 
be of Rs 810 crores. It will 
consist of groundwater deve¬ 
lopment, service irrigation and 
lift irrigation schemes. In 
many states, suitable ground- 
water legislations will be ne¬ 
cessary for proper regulation, 
control and management of 
groundwater. 

Electricity Generation 

The electricity generation re¬ 
quirements in 1978-79 are esti¬ 
mated to be of 130 billion 
KWH. for supplying which an 
installed capacity of 33 million 
KW will be required. It is 
proposd to add 16.55 million 
KW of new capacity during the 
fifth Plan. Energisation of 1.5 
million pump-sets and electri¬ 
fication of 110,000 villages is 
programmed during the fifth 
fivc-vear Plan period. The 
total financial outlays will be 
of the order of Rs 6190 crores 
during the fifth five-year Plan. 


The details of the financial out¬ 
lays arc given in Table VII. 

The strategy for. power sec¬ 
tor consists of stabilisation of 
power supply, implementation 
of tiie programme at a faster 
pace, ensuring regular and ade¬ 
quate power supply to core in¬ 
dustrial sector and orienting 
the power programme to suit 
social objectives. 

Firm Arrangements 

Firm arrangements have been 
made for the manufacture and 
supply of power generation 
plants and equipment for ther¬ 
mal, hydro and nuclear power 
projects. During the fifth Plan 
period advance action is pro¬ 
posed to be taken for several 
new hydro schemes. 

The plan for industries and 
minerals sector aims at annual 
growth rate of 8.2 pci cent with 
the following emphasis : (i) 
rapid growth of coie sector in¬ 
dustries, fit) adequate supply 
of mass consumption goods, 
(iii) creation of surplus capa¬ 
city for export promotion, (iv) 
encouragement of Village and 
Small Scale Industries, and 
(v) the development of mdust- 


Tabix VII 

Details of Financial Outlays (Rs crores) 


States 


1. Generation 

2765.84 

(a) Spillover 
schemes 

984.66 

(b) New schemes 

1781.18 

2. Transmission & 
Distribution 

1429.81 

3. Rural Electri¬ 
fication 

1079.55 

(a) Minimum 

Needs Program¬ 
me 

271.03 

(b) Normal State 
Programme 

408.52 

<c) Rural Elect¬ 
rification Cor¬ 
poration 

400.00 

4. Miscellaneous 

67.37 

Total 

5342.57 


UTs 

15.00 

Centre 

542.97 

Total 

3323.81 

15.00 

241.90 

301.00 

1226.56 

2097.25 

74.46 

130.00 

1634.27 

18.69 


1098.24 

1.30 

— 

■) 272.33 

17.39 


825.91 

1.55 

64.76 

J - 

133.68 

109.70 

737.73 

6190.00 
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rfally backward areas. App¬ 
ropriate policy framework 
comprising Licensing Policy, 
Foreign Investment and Tech¬ 
nical Collaboration Policy, 
Price and Credit Policy, Ener¬ 
gy, Science and Technology 
Policy Is formulated. The total 
outlays envisaged in the fifth 
Plan are of Rs 13,529 crorcs 
for industry and mining sector. 
Out of this, private and coope¬ 
rative sectors will account for 
Rs 5200 crorcs. 

4 

The broad strategy to be 
followed in the fifth Plan would 
entail a considerable enlarge¬ 
ment of the development pro¬ 
gramme for providing assis¬ 
tance and facilities in various 
forms in the village and small- 
scale industries. The proposed 
outlay is about Rs 611 crorcs in 
public sector. In addition to 
tjlis, about Rs 1050 crorcs are 
expected to be invested from 
private sources including insti¬ 
tutional finance. Various pro¬ 
grammes such as consultancy 
services, technical improve¬ 
ment, cooperatives etc. arc 
being proposed m the fifth 
Plan. 


Co-ordinated Approach 


The main emphasis in the 
fifth Plan will be on a coordi¬ 
nated and ‘systems' approach 
to the development of the vari¬ 
ous parts of the transport sys¬ 
tem so that the system is view¬ 
ed as a whole with different 
parts being inter-dependent 
and supplementing each other 
as far as possible. The total 
outlay in public sector is of the 
%>rder of Rs 5691 crorcs, the 
details of which are summarised 
in the tabic VIII. 


The expansion of road trans¬ 
port is envisaged along with 
the emphasis on rural and vil¬ 
lage roads. It is proposed to 
Utilise coastal shipping more 
fully in the fifth five-year Plan. 
Similarly, the role of inland 
water transport is expected to 
expand during the fifth Plan. 

The thrust of the Plan is 
in four main directions, (i) 
ensuring equality of educa¬ 
tional opportunities, (i i) estab¬ 
lishing closer links between the 
pattern of education and the 
•needs for development and fhe 
employment market, (iii) im¬ 


provement of quality of educa- 
tion, and (iv) involvement of 
academic and community, in¬ 
cluding students, in the task o 
social and economic develop¬ 
ment. The technical education 
will be consolidated and the 
quality of the technical edu¬ 
cation in the Plan period will 
be improved. The educa¬ 
tional opportunities proposed 
to be created in the fifth Plan 
will primarily benefit the back¬ 
ward communities and weakers 
sections of the population. The 
total outlay of Rs 1726 crorcs 
for education has been provi¬ 
ded in the fifth Plan. Flemen- 
tary education will get 43 per 
cent of the proposed outlay 
and thus will consitute one of 
the major thrusts in the fifth 
Plan. Proposed expansion of 
mid-day meals programmes will 
be of significance to the ex¬ 
pansion of elementary educa¬ 
tion. 

Public Health 

The primary objectives dur¬ 
ing the fifth Plan are to provide 
maximum public health facili¬ 
ties integrated with Farmily 
Planning and Nutrition for 
vulnerable groups, children, 
pregnant women and lactating 
mothers. The accent during 
the fifth Plan will be qn (i> 
increasing the accessibility of 
health services to rural areas, 
(ii)correeling the regional im¬ 
balances, (iii) intensification 
of control and eradication of 
communicable diseases and 
(iv) qualitative improvement in 
the education and training of 
health personnel. It is con¬ 
sidered that a proper mtegra- 
ration of this programme is 
desirable and the delivery of 
the integrated health care pro¬ 
gramme will be through multi¬ 
purpose health unci Hanes - a 
new category of para-rnedical 
personnel to be special!v train¬ 
ed for this purpose. The total 
outlays for the fifth five-year 
Plan would be of the order of 
Rs 796 erores, out of which the 
states and union territories 
schemes would account for Rs 
543 erores. 

The Family Planning Pro¬ 
gramme will continue to re¬ 
ceive the highest priority and 
will be a centrally-sponsored 
programme in the fifth and 
sixth five-year Plans. The main 


objective will be to achieve 
t he target of reducing the birth 
rate to 30 per thousand by the 
end of the fifth Plan. The 
strategy for Family Planning 
Programme would be of integ¬ 
rating family planning services 
with those for health, MCH 
and nutrition There will be se¬ 
lectivity in approach to obtain 
optimum results from the view 
of demographic effectiveness 
and cost effectiveness Empha¬ 
sis will be laid on community 
involvement by offering pac¬ 
kage of community incentives 
and awards. An outlay of 
Rs 51 (> erores has been pro¬ 
vided in the fifth five-year Plan 
for the Family Planning Pro¬ 
gramme. 

Nutrition 

Jt is proposed to expand the 
nutrition programme sufficient¬ 
ly during the fifth five-year Plan 
period. It is anticipated that 
during the fifth Plan, the co¬ 
verage under the mid-day meal 
programme will go up to 16.3 
millions ami special nutrition 
programme to about 10 mil¬ 
lions. An outlay of Rs 405 
erores has been provided for 
nutrition in the fifth five-year 
Plan. 

In the fifth Plan, the main 
objectives for urban develop¬ 
ment would be : (i) to augment 
civil services m the urban cent¬ 
res, (ii) to make efforts to 
tackle the problem of metropo¬ 
litan c'ties on comprehensive 

Tahu 


basis, (iii) to promote the de¬ 
velopment of smaller towns and 
new urban centres to shaiv the 
pressure of incrasing urbanisa¬ 
tion and to assist the implemen¬ 
tation of the projects re¬ 
lated to metropolitan cities. 
One of the serious problems for 
urban planning to be tackled 
is the excessive rises in urban 
land values. In this context, 
formulation of urban land 
policy assumes a certain ur¬ 
gency, In the fift h Plan, an out¬ 
lay of Rs 578 erores is pro¬ 
posed. 

Better Housing 

In this context, increasing 
demands for the housing and 
non-availability of building 
material at reasonable prices in 
the fifth Plan addresses itself 
to the following limited ob¬ 
jectives in the housing sectors: 
(i) improvement of the exist¬ 
ing housing slocks, (ii) pro¬ 
vision of house sites to four 
million landless labourers, 
(iii) continuance of the exist¬ 
ing schemes to provide subsi¬ 
dised houses to a certain wea¬ 
ker section of the community, 
and (iv) extension of support to 
institutional agencies. 

The total outlay that is pro¬ 
posed in the housing sector is 
Rs 580 erores out of which the 
Slate and Union Territory sec¬ 
tors would be Rs 343 erores. 

The scheme for the develop¬ 
ment of backward classes in 

VlIJ 


Total Outlay in Public Sector (Rserores) 


Head of develop¬ 

Centre 

Cent¬ 

States 

UTs 

Total 

ment 


rally 

spon¬ 






sored 




1. Railways 

2550* 




2550* 

2. Roads' 

620 

94 

961 

73 

1768 

V Road Transport 

26 

- 

256 

3 

285 

4. Ports 

320 

10 

19 

3 

352 

5. Shipping 

6. Inland Water 

258 



n 

260 

T ransport 

48** 

14 



70 

7. Lighthouses 

8. Civil Air Trans¬ 

12 




12 

port 

391 



1 

394 

Total 

4225 

118 

1264 

84 

5691 


^Including metropolitan rail transport. 

‘‘Include* Rs 22 crorcs for Farakka Barrage Project. 
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the fifth Plan will aim* at im¬ 
proving the quality of life of 
thw people and narrow¬ 
ing the gap between hill and 
iriS'il and other areas in the 
1 *wl of development. For the 
development of hill and tribal 
areas, an integrated area de¬ 
velopment Plan will be under¬ 
taken, To minimise the sche¬ 
duled castes dependence on 
land owning classes, moderni¬ 
sation and diversification of 
occupation of this group will 
be taken up. Efforts will be 
intensified towards eradication 
of untouchability and mech¬ 
anisation of undean occupa¬ 
tions. A provision of Rs 255 
crores --Rs 170 crores in the 
state sector and 85 crores in the 
central sector has been made 
for programmes in the back¬ 
ward classes sector in the fifth 
Plan in addition to Rs 500 
crores for t he development of 
hill and tribal areas. 

Social Welfare Concept 

The concept of social welfare 
will be enlarged in the fifth 
Plan and the new approach 
would aim at proper integra¬ 
tion of welfare and develop¬ 
ment services. A majo thrust in 
in this field during the fifth 
Plan will be expansion of pre¬ 
ventive and development pro¬ 
gramme of social welfare. Out 
of the total outlays of Rs 22 ( > 
crores provided for social wel¬ 
fare, Rs 200 crores arc under 
the central sector. 

The policy for the fifth Plan 
with regard to accelerated de¬ 
velopment of backward areas 
has been formulated broadly 
on the basis of the following 
considerations: 

0) That the problem of back¬ 
wardness is a long-term prob¬ 
lem, 

(h) Along with adequate 
financial icsources, other essen¬ 
tia) measures are of choice of 
technology, strengthening of 
institutional structure and or¬ 
ganisation and consultancy 
services. 

(ii»> The states would have 
to continue to bear the main 
responsibility lor the develop¬ 
ment of backward areas though 
the central government would 
also actively participate m this 


task by making special allo¬ 
cations to hilly and tribal 
areas and by providing techni¬ 
cal assistance and special in¬ 
centives for the flow of private 
investments. 

Local planning will continue 
to be the main plank of the 
strategy for the accelerated 
development of backward 
areas. The Minimum Needs 
Programme, programmes for 
drought prone areas and pro¬ 
grammes for SFDA/MFAL 
will be of significance for the 
backward areas. 

The basic objective of the 
Science and Technology Plan 
is to support the drive for self- 
reliance in the core sector of 
the economy. The science and 
technology programme is in¬ 
cluded in the Plan for the first 
time aims at giving further im¬ 
petus in the fields where capa¬ 
bility and competence already 
exists and in removing weak 
nesses in crucial areas like de¬ 
sign, consultancy and natural 
resource assessment. 

The use-orineted Science & 
Technology Plan emphasises 
links between the generator 
and users of technology. Simi¬ 
larly, extensive organisational 


sational and managerial chan¬ 
ges are proposed to be made. 

Facilities in the states will 
be strengthened for under¬ 
taking industrial testing, con¬ 
sultancy services to small-scale 
industries, etc. It is proposed 
that at the state level, a commi¬ 
ttee on science and technology 
(on l he pattern of National 
Committee on Science & Tech¬ 
nology) is constituted. 

Total financial outlays on 
science and technology will be 
of the order of Rs 1033 crores. 

Section IV 
Implementation 

In contrast to earlier Plans 
winch dealt, in a general way. 
wit h i he probleni.> of implcmen- 
t at ion, the chapfei on Im¬ 
plementation goes into some 
detail in outlining the 
stops that have or will be taken 
to improve the implementation 
process. It thus deals with 
how weaknesses in organi¬ 
sational structure are being 
dealt with, how the manning 
of organisations is proposed 
to be unproved as well as with 
streamlining procedures, in¬ 
cluding greater delegation of 


authority,s teps for improving 
industrial relations'jand setting 
up effective monitoring and 
evaluation -’systems at various 
levels. 

The measures referred to 
above vary to some extent with 
the various sectors of the Plan. 
Steps for improving implemen¬ 
tation capabilities at the level 
of the apex agencies namely the 
departments of government at 
the centre and states down to 
the field agencies in actual 
charge of executing and operat¬ 
ing Plan projects and schemes 
have been outlined. 

The relatively better state 
of preparedness for executing 
projects particularly in the core 
industries at the beginning of 
the fifth Plan as compared to 
the fourth Plan, the importance 
of producing detailed plans 
the network type of format 
before the fifth Plan period be¬ 
gins, measm s for ensuring 
that these Plans arc effectively 
monitored and that an integ¬ 
rated approach is taken in re¬ 
gard to the phasing of projects 
in inter related industries and 
towards the allocation of 
scarce resources arc some of the 
points that have been high¬ 
lighted. 


Microfilm Edition of Eastern Economist 


EASTERN ECONOMIST, for the benefit of its readers, both at 
home and abroad, has made arrangements with University Microfilms 
of Ann Arbor, Michigan, USA, for the latter undertaking the reproduc¬ 
tion of Eastern Economist on microfilm and through xerographic 
copies. 

This arrangement covers tor the present back issues of Eastern 
Economist starting from January 1971. The question of including issues 
from earlier years in this arrangement is under consideration. 

University Microfilms will be sending the relevant literature to 
prospective microfilm subscribers. It is believed that this service 
will be of particular interest and value to libraries, business houses, 
firms, government offices and other institutions which may find It useful 
to maintain files of Eastern Economist for record and reference. 

Prospective microfilm subscribers may address their enquiries to: 
Serial Publications ^University Microfilms, 300 North Zeeb Road, Ann 
Arbor, Michigan 48106, USA. 
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Sixth Finance 

Commission 

Report 

The recommendations of the 
Sixth Finance Commission re¬ 
garding devolution, grant s-in- 
aid to states under Article 
2750) of the Constitution and 
debt relief have been accepted 
by the government. Necessary 
action to implement these de¬ 
cisions is being taken. 

In* addition to the sharing 
of the Income-tax and basic 
union excise duties, distribu¬ 
tion of additional excise du¬ 
ties and payment of grants-in- 
aid under Article 275(1) of the 
Constitution, the Commission 
was required to make recom¬ 
mendations about the distribu¬ 
tion amongst the states of 
estate duty on property other 
than agricultural land, grants 
payable to the stales in lieu 
of the repealed lax on Rail¬ 
way passenger fares and grants 
on account of wealth tax on 
agricultural properly. The 
Commission was required to 
make an assessment of the non- 
Plan capital gap of the slates 
on a uniform and compar¬ 
able basis and to suggest 
changes in the terms of repay¬ 
ment of central loans to the 
states. The Commission was 
also required to consider the 
feasibility of setting up a Na¬ 
tional Fund for financing re¬ 
lief expenditure by states 
affected by natural calamities. 
The recommendations of the 
Commission were to cover a 
period of 5 years commencing 
from April, 1 1974. 

At present 75 per cent of the 
net proceeds of taxes on income 
other than portion representing 
the proceeds attributable to 
union territories is allocated 
to the states. The Commission 
has increased states, share to 
80 per cent. The share attri¬ 
butable to union territories has 
been prescribed at 1.79 per 
cent. The share of each state 
continues to be determined on 


basis of 90 per cent on popula¬ 
tion and 10 per cent on assess¬ 
ment. 

The Commission has not sug¬ 
gested any change in regard to 
sharing of basic union excise 
duties and the states* share 
would, therefore, continue to 
be 20 per cent of the total net 
proceeds as at present. The 
Commission has, however, 
recommended that the auxiliary 
duties of excise introduced 
from the current year which 
arc not shareable with the 
states at present should also 
be shared with the states as in 
the case of basic union excise 
duties from 1976-77. Backward¬ 
ness as measured by the relative 
pci capita income (25 per cent) 
and population (75 per cent) 
are the two criteria adopted 
by the Commission for deter¬ 
mining the share of each state 
in the divisible pool. The 
weighlagc given to backward¬ 
ness by the last Commission 
was 20 per cent and they had 
also adopted a variety of fac¬ 
tors for determining backward¬ 
ness of the states. 

The entire net proceeds of 
additional excise duties other 
t han those attributable to union 
territories accrue to the states. 
As for the distribution of these 
proceeds among the states at 
present certain sums arc guaran¬ 
teed to each state and the pro¬ 
ceeds over and above the total 
guaranteed amount are also 
distributed to the slates on the 
basis of population and sales 
tax collection. The Sixth 
Finance Commission has, 
however, felt that there 
was no need to set apart any 
guaranteed amounts to the 
states and the entire net pro¬ 
ceeds after deducting the portion 
attributable to the un*on terri¬ 
tories be distributed among the 
stales on the basis of popula¬ 
tion, state Domestic Product 
at state current prices and 
production of the commo¬ 
dities subject to additional ex¬ 
cise duties in the ratio of 
70:20:10. 

The Commission has not 
suggested any change in the 
existing principles of distribu¬ 
tion of estate duty and grant in 
lieu of the repealed tax on rail¬ 
way passenger fares. In regard 


to grant on account of wealth 
tax on agricultural property the 
Commission’s recommendation 
is that the amount be distribu¬ 
ted among the states in propor¬ 
tion to the value of agricultural 
property located in each state 
and brought to assessment in 
that year. 

In determining the needs of 
the states for grants-m-aid Arti¬ 
cle 275(1) of the Constitution, 
the Commission was required 
under its terms to take into 
account (i) the requirements of 
the states to meet the expendi¬ 
ture on administration taking 
into account such provision 
for emoluments of government 
employees, teachers and local 
body employees as obtaining 
on a specified date and (ii) 
the requirement of the states 
which are backward in stan¬ 
dards of general administration 
for upgrading the administra¬ 
tion with a view to bringning 
them to the level obtaining in 
the more advanced states over 
a period of 10 years. 

Tn regard to the provision 
for emoluments of government 
employees etc., the Commission 
has allowed full provision for 
the requirements of the stales 
on the basis of scales of pay 
and allowances as obtaining on 
January 1, 1972 and lias made 
additional provisions to cover 
the increases from January I, 
1972 to May 1, 1973 on 

the basis of certain objective 
norms in regard to the level of 
emoluments in various states. 

As regards the needs of the 
backward states for raising the 
standards of their administ¬ 
ration, the Commission has 
adopted the per capita expen¬ 
diture on different administ¬ 
rative and social services like 
primary education, medical 
and public health and welfare 
of Scheduled Castes and Sche¬ 
duled Tribes and other back¬ 
ward classes in different states 
as the yard-stick for assesMiig 
the requirements of the back¬ 
ward states. The financial pro¬ 
vision required for upgrading 
the standards of administrative 
and social services in the back¬ 
ward states to come up to the 
level of average of all slates 
during the fifth Plan period 


has been estimated by t he Com 
mission at Rs 838 crorcs. Then 
requirements of the slates lum 
been taken into account hy tlu 
Commission in determining the 
needs of the stales fui grants 
in aid under Article 275(1) oi 
the Constitution. 

The Commission has not 
favoured the setting up of a 
National bund for financing 
relief expenditure. It has, how¬ 
ever, urged that instead of in¬ 
curring large scale expendituu 
on relief on ad hoc basis provi¬ 
sion should be made on a much 
larger scale for development 
of drought and Hood prone 
areas in the fifth Plan both in 
< he cent ral and state sectors anc 
the assistance provided to the 
states for purposes of rebel 
should be subject to the overall 
ceiling of central assistance foi 
the Plan period as a whole. 
In the compulation of the 
needs of the states for grant s-in* 
aid, however, the Commission 
has made provision required 
by the states for gratuitous and 
other relief on the basis of 
average expenditure in the past 
years aggregating to about Rs 
51 crorcs a year. 

The Commission has assess¬ 
ed the revenue receipts and 
non-Pfan revenue expenditure 
of the different states for the 
fivc-vear period 1974-75 to 
1978-79, including the require¬ 
ments for revision of emolu¬ 
ments, upgradalion of stan¬ 
dards of administration and 
has estimated the total non- 
Plan revenue gap of eighteen 
states at Rs 7748 crorcs without 
devolution of taxes. The stales 
of Maryana, Maharashtra and 
Punjab are, in the assessment 
of the Commission, expected 
to have non-PInn revenue sur¬ 
pluses amounting to Rs 312 
crores even without any tax 
devolution. The tax devolution 
to all I he states during the fifth 
Plan period on the basis of the 
recommendations of the Com¬ 
mission would amount to about 
Rs 7099 crorcs. Wilh this de¬ 
volution seven stales will have 
a surplus aggiegating Rs 2176 
crores. The non-Plan deficit 
arising even after the devolu¬ 
tion for t lie remaining 14 states 
is estimated to be Rs 2510 
crorcs and 1 he Commission 
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has recommended granl$-in- for the live years ending J978- of Rs 1970 crorcs to all states relief. Willi the proposed 
aul of this order under Article 79 and in the light of this assc- for the fifth Plan period. While relief bulk of the non-Plan cupi- 
275(1) of the Constitution for ssment recommend changes in a part of this relief is based on tai gaps of most states over 
the period 1974-79. the existing terms of repayment uniform principles applicable the fifth Plan period would be 

of central loans outstanding as to all states, the Commission covered. 

The Sixth f inance Comrni.s- at the -end of 1973-74. The has adopted a discriminatory 

si on was also required to make Commission has made a de- approach on some valid prin- The table below summarises 

an assessment of the non-Plan tailed study of the debt position cipies in respect of several loans the recommendations of the 
capital gap of the states on of states and recommended the with a view to afford larger re- Commission accepted by the 
uniform and comparable basis total debt relief of the order lief to states in need of such government. 


Summary of Accepted Recommendations 


Share of Share of Union Share of Grat in 

Income- Excise Duties Estate lieu of tax 

lax --- Duty on Railway 

Basic Addi- fares 

tional 

Distributable pool 80 20 98.59 97.50 


(in Percentage) 

Distribution among the states 


L Andhra Pradesh 

7.76 

8.16 

8.39 

8.04 

8.01 

205.93 

91.20 

2. Assam 

2.54 

2.71 

2,47 

2.70 

2.70 

254.53 

162.49 

3. Bihar 

9.61 

11.47 

9.36 

10.41 

10.58 

106.28 

133.35 

4 Gujarat 

5.55 

4.57 

5.91 

4.93 

7.47 


36.25 

5. Haryana 

J. 77 

1.53 

1.94 

J .86 

2.57 


33.14 

6. Himachal Pradesh 

0.60 

0.63 

0 59 

0,64 

0.17 

160.96 

34.57 

7. Jammu & Kashmir 

0.81 

0.90 

0.73 

0.85 

0.02 

173.49 

133.43 

8. Karnataka 

5.33 

5.54 

5.62 

5.41 

3.47 


127.04 

9. Kerala 

3.92 

3.86 

3.58 

3.94 

1.61 

208.93 

109.77 

10, Madhya Pradesh 

7.30 

8.15 

6.98 

7.70 

9.89 


87.16 

11. Mali rash tra 

1.05 

8.58 

11.65 

9.31 

8.87 


66.58 

12. Manipur 

0.18 

0.21 

0.17 

0.20 


114.53 

15.23 

13. Meghalaya 

0.18 

0.19 

0.17 

0.19 


74.67 

7.64 

14. Nagaland 

0.09 

0.11 

0.08 

0.10 

0.0! 

128.84 

5.84 

15. Orissa 

3.73 

4.06 

3.59 

4.05 

2.24 

304.73 

157.32 

16. Punjab 

2.75 

1.87 

2.68 

2.50 

5.06 


15.18 

17. Rajasthan 

4.50 

5.00 

4.17 

4.76 

6.59 

230.53 

258.14 

18. Tamd Nadu 

7.94 

7.43 

7.27 

7.61 

5.14 

— 

87.05 

19. Tripura 

0.27 

0.30 

0.25 

0.29 

0.02 

112.50 

14.35 

20. Uttar Pradesh 

15.23 

17.03 

16.10 

16.32 

19.85 

198.83 

150.77 

21. West Bengal 

8.89 

7.79 

8.30 

8.19 

5.73 

234.86 

143.12 

Total 

100.00 

100.00 

J00.00 

100.00 

100.00 

2509.61 

1969.62 


Grant-in-aid 
under Article 
275(J) (Subs¬ 
tantive portion) 
for the five year 
period: 1974-79 


Debt relief for 
the five year 
period: 1974-79 
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Guidelines for 
regulation of 
foreign 
investment 

DiiTAH.ld guidelines for 
adminstering Section 29 of the 
Foreign Exchange Regulation 
Act were placed before Parlia¬ 
ment by the Finance minister, 
Mr Y.B. Chavan. lie Act will 
come into force ftom January 
1, 1974. Section 29 of the Act 
provides that thcRescive Bank 
permission should be ob¬ 
tained for carrying on in India 
any activity of trading, com¬ 
mercial or industrial natutc or 
the establishment of a branch 
office or a place of business for 
carrying on such activity, or 
for acquisition of t he whole or 
any pan of the undertaking in 
India by branches of foreign 
companies operating in India, 
Companies having more than 
40 per cent foreign holding or 
by non-resident foreigners. 

These guidelines envisage that 
all branches of foreign eom- 
pamestexcept airline and ship¬ 
ping companies! operating in 
India will be required to con¬ 
vert themselves into Indian 
companies with a minimum In¬ 
dian equity participation of 
J6 per cent and all companies 
incorporated in India will be 
required to have a minimum 
Indian equity participation of 
26 per cent. Thus, no Indian 
company will have more than 
74 per cent foreign equity 
holdings. 

T 

In the case of companies en¬ 
gaged in internal trading no 
fresh foreign equity participa¬ 
tion will be permitted and the 
existing companies engaged in 
such trading activities will be 
required to bring down their 
foreign holdings to 40 per cent 
within a specified period. Such 
trading companies will have an 
option to convert themselves 


from predominantly trading 
into predominantly manufac¬ 
turing activities in the areas 
specified in Appendix l of the 
Industrial Licensing Policy or 
into predominantly export- 
oriented industries, viz, mini¬ 
mum exports being sixty per 
cent of total production. 

A number of manufacturing 
companies are engaged in mar¬ 
keting the products of others 
not manufactured by them. 
Such companies will not be de¬ 
nied permission for internal 
trading in respect of essential 
or associated products provid¬ 
ed the articles so traded are 
functionally related to the com¬ 
pany's main manufacturing ac¬ 
tivities and constitute relative¬ 
ly a small portion (not exceed¬ 
ing 25 per cent of ex-factory 
value of the production or 
five crorcs of rupees whichever 
is less) of the overall activities. 
No company will, however, be 
permitted to use for internal 
tide their trade mark or brand 
names in respect of products 
not manufactured b* them. 

In the case of companies en¬ 
gaged in manufacturing opera¬ 
tions, the guidelines envisage 
that foreign shareholding, ex¬ 
cept in t he case of those engaged 
in the production of itcips spe¬ 
cified in Appendix I of the In¬ 
dustrial Licensing Policy. 1973 
or involving highly sophisti¬ 
cated technology or predomi¬ 
nantly export-oriented indust¬ 
ries, is brought down to 40 
per cent within a specified 
period and the branches of 
foreign companies will also 
be required m such cajes to 
convert themselves into Indian 
companies with foreign hold¬ 
ings not exceeding 40 per cert. 
It would not be necessary to 
ieview the cases of recent app¬ 
rovals (given after February 
1970) in respect of companies 
engaed in the prediction of 
items specified in Appendix I 
of the industrial Licensing Po¬ 
licy oi predominantly export- 
oriented industries. 

In view of their significanl 
contributions to tea exports, 
it has been decided to treat tea 
companies at par with manu¬ 
facturing industries engaged 
in the production of items speci¬ 


fied in Appendix I of the In¬ 
dustrial Licensing Policy 1973. 
This will however not apply to 
other plantation companies. 

The functioning of airline 
and shipping companies will 
be considered on tire basis of 
reciprocity. 

In the case of 100 per cent 
export-oriented industries, the 
minimum Indian equity partici¬ 
pation of 26 per cent may 
be relaxed on the merits of 
each case. 

Guidelines for Administering 
Section 29 of the Foreign 
Fxchangc Regulation Act, 1973. 

These guidelines will appl\ to 
Indian companies having moie 
than 40 percent foreign hold¬ 
ings and branches of foreign 
companies operating m India 

Category 

I. Industrial Activities 

(«) Indian companies having 
more than 40 per cent 
foreign shareholding and 
branches of foreign com¬ 
panies engaged in the pro¬ 
duction of items specified 
in Appendix I of Indus¬ 
trial Licensing Policy, 
February 1973 or engaged 
in a predominantly ex¬ 
port oriented industry 
(minimum exports being 
60 per cent of total 
productioi) 


(h) Indian companies having 
more than 40 per cent 
foreign shareholding who 
have been granted and 
industrial licence after 
February 1970 for manu- 


wliile seeking approval For 
eanying on any activity of a 
trading, commercial, or in¬ 
dustrial nature or for starting 
fresh activities. These will 
however not apply to non¬ 
residents of Indian origin 
who have been allowed by the 
government to make invest¬ 
ment in India on a specific 
condition that neither the 
capital nor profits/dividends 
will be allowed to be repatria¬ 
ted. 

Branch of foreign companies 
(except Airlines and Shipping 
companies) seeking approval 
under the Foreign Exchange 
Regulation Act will be asked 
to convert tliemslvcs into In¬ 
dian companies as per policy 
of government. This would be 
without prejudice to any other 
conditions that may be laid 
down. 


Proposed Action 


(/) Such Indian companies 
will be allowed lo continue 
on the basis of the existing 
approvals subject to the 
condition that they will 
in:reuse, within a specified 
period, Indian participa¬ 
tion to not less than 26 
per cent of the equity of 
the company. 


(//) The branches of foreign 
companies will be required 
lo convert themselves, 
within a specified period, 
into Indian companies with 
Indian participation being 
not less than 26 per cent 
of the equity of the com¬ 
pany. 

(///) Such companies will be 
subject to dilution formula 
as and when they come up 
for expansion. 

(/) They will be exempt from 
the provisions of Section 
29subject to the condition 
that they will increase, 
within a specified period, 
Indian participation to 
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Category 

facturing activities in the 
production of items speci¬ 
fied in Appendix 1 of 
the Indust riel Licensing 
Policy, P>73 or engaged in 
predominantly export - 
oriented industry (mini¬ 
mum exports being 60 per 
cent of total production). 

(r) Indian companies having 
more than 40 per cent 
foreign shareholding and 
branches of foreign com- 
• panics having a valid In¬ 
dustrial Licence and en¬ 
gaged in production of 
items not spccilied in Ap¬ 
pendix J of Industrial 
Licensing Policy, 1973 
but engaged in I he manu¬ 
facturing activities which 
need sophisticated tech¬ 
nology. 


id) Indian companies having 
more than 40 per cent 
foreign shareholding and 
branches of foreign com¬ 
panies engaged in other 
manufacturing activities. 


Proposed Action 

not Jess than 26 per cent 
of the equity of the com¬ 
pany. 


(/) The extent of foreign 
shareholding in the exist¬ 
ing Indian companies 
will be considered on 
merits of each case subject 
to the condition that they 
will increase within a speci- 
lied period, Indian parti¬ 
cipation to not less than 
26 per cent of the equity 
of the company. 


(//) The branches of fbieign 
companies will be required 
to convert t hcmselves with¬ 
in a specified period, into 
Indian companies with 
Indian participation of not 
less than 26 per cent of 
the equity of the company. 

0/7) In determining whether a 
technology is sophistica¬ 
ted or not. Department of 
Science & Technology will 
be consulted and consi¬ 
deration will be given, inter 
alia , to aspects such as 
(/) whether the technology 
is used for the manufacture 
of products which would 
otherwise necessitate im¬ 
ports, (//) whether the dis¬ 
continuance of the manu¬ 
facture of products with 
the technology would have 
adverse impact on the 
economy, etc. 

(i) Such Indian companies will 
be required to bring down, 
within a specilicd period, 
foreign shareholdings to 
tlie level of 40 per cent. 

(//) The branches of foreign 
companies will be required 
to convert themselves into 
Indian companies having 
foreign shareholding not 
exceeding 40 per cent, with¬ 
in a specified period. 


Category 


II. Trading Activities 

(a) Indian companies having 
more than 40 per cent 
foreign shareholding and 
branches of foreign com¬ 
panies engaged predo¬ 
minantly in internal trad¬ 
ing and commercial acti¬ 
vities. 


Proposed Action 

(///) Alternatively, they will be 
required to change, with¬ 
in a specified period, their 
character from existing 
manufact uring activities 
to predominantly manu¬ 
facturing activities in the 
areas specified in Appendix 
I of Industrial Licensing 
Policy, 1973 or to engage 
themselves in predominan¬ 
tly export-oriented in¬ 
dustries (minimum ex¬ 
ports being 60 per cent of 
total production). 


(/) No fresh foreign equity 
participation will be per¬ 
mitted, 

(i/) Lxistmg Indian compa¬ 
nies will be required to 
bring down their foreign 
shareholding to 40 per cent 
within a specified period. 

(///) The branches of foreign 
companies will be required 
to convert themselves into 
Indian companies having 
foreign holding not exceed¬ 
ing 40 per cent within a 
specified period. 

(/V In exceptional cases where 
they have developed exper¬ 
tise, skills, or facilities (dis¬ 
tribution network, etc.) 
which are not readily avail¬ 
able indigenously and arc 
cont r i but i ng significantly 
to exports, foreign share¬ 
holding more than 40 per 
cent but not exceeding 74 
per cent may be allowed 
depending upon the merits 
of each case. 

(v) Alternatively, they will be 
required to change, within 
a specified period, their 
character from predomi¬ 
nantly manufacturing acfj- 
vitics in the areas specified 
in Appendix I of Industrial 
Licensing Policy, 19/3 or 
to engage themselves in 
predominantly export- 
oriented industries (mini¬ 
mum exports being 60 
per cent of total produc¬ 
tion). 

(W) If the above alternative# 
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Category 


Proposed Action 


Category 


Proposed Action 


Manufacturing companies 
i.e. Indian companies with 
more than 40 per cent 
foreign shareholding and 
l branches of foreign com¬ 
panies engaged in trading 
activities in respect of 
products not manufactur¬ 
ed by them. 


til. Others : 

j Indian companies having 
tnore than 40 per cent Foreign 
s*haieholding and branches of 
foreign companies engaged in: 

Construction activities. 


are not acceptable to them, 
they will be allowed a 
reasonable time to wind up 
their business activities in 

India. </>) Plantation activities. 


(/) They will not be denied 
permission for internal 
trading in respect of es¬ 
sential or associate pro¬ 
ducts in the overall interest 
of the consumers as also 
of development of ancil- 
larics provided the articles 
so traded are functionally 
related to the company's 
main manufacturing acti¬ 
vities and constitute rela¬ 
tively a small portion of 
the overall activity (not 
exceeding 25 per cent of 
ex-factory value of the 
annual production or Rs 5 
erores whichever is less). 
The approval shall also be 
subject to the condition 
that the companies shall 
not be permitted to use, 
for internal trade, their 
trade marks or brand 
names m respect of the 
products not manufac¬ 
tured by them. 


foreign shareholding not 
exceeding 40 per cent with* 
in a specified period. 

(/) Tea plantations will, by 
and large, be treated at 
par with manufacturing in¬ 
dustries specified in Ap¬ 
pendix i of Industrial Lic¬ 
ensing Policy, 1975 subject 
to the condition that they 
will increase, within a 
specified period, Indian 
participation to not less 
than 26 per cent of the 
equity of (he company. 

(//) Branches of foreign com¬ 
panies will be required to 
convert themselves, within 
a specified period, into 
Indian companies with 
Indian participation being 
not less than 26 per cent 
of the equity of the com¬ 
pany. 

(Hi) Branches of foreign com¬ 
panies engaged in other 
than tea plantation acti¬ 
vities will he required to 
convert themselves into 
Indian companies with 
foreign shareholding not 
exceeding 40 per cent and 
the Indian companies will 
be required to biing down 
their foreign shareholding 
to 40 per cent within a 
specified period. 


(/) Indian companies having 
more than 40 per cent 
foreign shareholding wil I 
be required to bring down 
their foreign shareholding 
to 40 per cent within a 
specified period. 

(it) in exceptional cases where 
they have developed such 
expertise or skills or tech¬ 
nology which is not indi¬ 
genously available, higher 
foreign shareholding not 
exceeding 74 per cent of 
the equity may be allowed. 

(iii) Branches of foreign com¬ 
panies will be required to 
convert themselves into 
Indian companies with 


(/) Indian companies having 
more than 40 per cent 
foreign shareholding will 
be required to bring down 
their foreign shareholding 
to 40 per cent within a 
specified period. 

(u) Branches of foreign com¬ 
panies will be required to 
convert themselves into 
Indian companies with 
foreign shareholding not 
exceeding 40 per cent with¬ 
in a specified period. 

(iii) In exceptional cases, if 
they are engaged in such 
technology skill which arc 
indigenously not avail- 


(O Consultancy 

(/') Technical and engineer 
ing consultants. 
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Category 


Proposed Action 


Category 


Proposed Action 


(#7) Non-tcchnicaI consultants. 


(d) Mariufacturing compa¬ 
nies engaged in consul¬ 
tancy work. 


IV. Airlines and Shipping 
Companies 


V. Miscellaneous 

Indian Companies having 
more than 40 per cent foreign 
shareholding and branches 
of foreign companies engaged 
in activities other than those 
specified hereinbefore. 


able higher foreign share¬ 
holding not exceeding 74 
per cent of the equity may 
be allowed on merits. 


(0 So far as the management, Explanatory Notes 
financial and accoun¬ 
tancy firms arc concerned 
and since sufficient ind*- 
genous expertise in these 
spheres is available «n 
the country, the Indian 
companies with foreign 
majority shareholding as 
well as branches of foreign 
companies will be required 
to reduce their foreign 
shareholding to 40 per 
cent within a specified 
period. 

(i) They will be allowed to act 
as consultants in respect 
of those areas in which 
they have developed speci¬ 
alisation. Such facilities 
will however not be avail¬ 
able to companies predo¬ 
minantly engaged in trad¬ 
ing and non-manufactur¬ 
ing activities. 

(/) The functioning of branch¬ 
es of air and shipping 
companies operating in 
India will be decided on 
reciprocity basis. 


(/) The branches of foreign 
companies will be required 
to convert themselves with¬ 
in a specified period, into 
Indian companies with 

Indian participation of 

not less than 26 per cent 
of the equity of the com¬ 
pany. 

(//) Indian companies having 
more than 40 per cent 
foreign shareholdings will 
be required to bring down 
their foreign shareholding 
to 40 per cent within a 
specified period. 

(w) Jn exceptional cases, if 
they are engaged in such 
technology or skills which 


are indigenously not avail¬ 
able higher foreign share¬ 
holding not exceeding 74 
per cent of the equity may 
be allowed on merits. 

(/) While giving fresh approvals to the 
cases in accordance with the above 
guidelines, aspects such as the research 
and development programme initiated 
by the Indian company and stipula¬ 
tions which restrict the transfer of 
technology from the foreign collabo¬ 
rator to the Indian company, restrict¬ 
ions on sub-licensing of technology 
and stipulations for the acquisition of 
raw materials and components from 
the foreign collaborator, existing regu¬ 
lations in respect of the patent law etc., 
will be borne in mind. 


(//) Where a company is engaged in multi¬ 
activity operations, a total view will 
have to be taken of aI! the activities in 
which a company is engaged while 
considering the question of allowing 
it to continue to carry on business. 
The proportion of activity covered by 
Appendix 1 of the industrial Licensing 
Policy, February 19 7.1 and those falling 
outside thereof will be a material 
consideration. In such cases, if acti¬ 
vities outside Appendix I constitute 
only a minor part of the total activities 
(not exceeding 25 per cent of ex-factory 
value of the annual production or Rs 
5 crorcs whichever is less) it will be 
allowed to continue on the basis of 
existing approvals, provided Indian 
participation is not less than 26 per cent 
of the equity of the company, 

(in) While it will be open to comparers 
primarily falling under Clause 1(d) 
“other manufacturing activities’' or 
Clause 11(a) “Trading activities” to 
change their character and become 
predominantly manufacturing com¬ 
panies in the areas covered under 
Appendix I of the Industrial Licensing 
Policy, February 1973 or other approved 
categories under Clause J(c), they 
would have to obtain the requisite 
Industrial Licence and other govern¬ 
ment approvals in the normal way, 
within the framewoik laid down by 
government from time to time. 


(zv) In the case of 100 per cent export 
oriented units the foreign equity parti¬ 
cipation of more than 74 per cc^rtf 
may be allowed on merits of each case. 
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No blanket 


investment 

The central idea of section 29 of the aforesaid Act is to dilute the share of foreign 
capital in the shareholdings of foreign companies or branches of foreign companies. 
The attempt to regulate foreign investment cannot be described as a blanket ban on 
he activities of foreign companies. In fact, the foreign companies are being encourag¬ 
ed to participate increasingly in the economic activities of this country provided they 
ake up the challenge of expanding those sectors of the economy in which this coun¬ 
ty is interested. 

As a first step all Indian companies having more than 40 per cent foreign hold- 
ngs and branches of foreign companies have been asked to get themselves registered 
with the Reserve Bank of India, the exceptions being airlines »nd shipping compa¬ 
res. This will help the Reserve Bank to study each case thoroughly and ascertain 
'he steps that each company wanted to take in order to comply with the various 
jrovisions of the Foreign Exchange Regulation Act. Each company will be given 
sufficient time to chalk out its future course of action. All branches of foreign 
:ompanies will be asked to change themselves into Indian companies with “ a mini¬ 
mum Indian equity participation of 26 per cent.” Thus no Indian company will be 
illowcd to have more than 74 per cent foreign equity holding. Surely it will have 
jo adverse effect on the functioning of these companies as they would retain their 
managerial hold on them. 

In the case of Indian companies having more than 40 per cent foreign sharc- 
lolding and engaged in the production of “core” items—and there is a long list of 
such items including fertilisers, chemicals, drugs and pharmaceutical industries, 
boilers and steam generation plants, electrical equipment and shipping—or industries 
wherein 60 per cent of total production is exported, no change in shareholding is 
envisaged except raising the Indian participation to a minimum of 26 per cent within 
a specified period. 

The question of further diluting of foreign shareholdings will be raised only when 
Ihesc companies come up with plans for expansion. If, however, the industrial 
licence was granted after February 1970 for core or export-oriented industries, no 
further reduction in foreign shareholding would be sought. This concession would 
also be made available to those companies which are engaged in manufacturing 
activities needing sophisticated technology. In this way, a sizeable number of 
foreign manufacturing companies would be able to continue their operations un¬ 
hindered except for having a minority Indian shareholding where they had none 
hitherto. 

Real curb in the activities of such foreign trading companies would result as 
refuse to alter their course in keeping with the spirit of section 29 of the Foreign 
Exchange Regulation Act, 1973. Those foreign trading companies which do not 
agree to bring down foreign shareholding to 40 per cent of the total or to change 
*ver to the manufacture of core or export-oriented industries, may have to wind up 
their business activities in this country. Of course, these companies would be allow¬ 
ed a reasonable time for performing harakari but according to current indications, 
hardly any foreign company is likely to adopt this course of action. 

It needs to be stated here that this drastic action by the government had become 
necessary because of the unnecessary burden caused by some of the manufacturing 
and trading companies on our foreign exchange resources. A recent study made by 
tfte Economic and Scientific Research Foundation, New Delhi, on foreign technology 
in India has come to the following conclusion; “There are a few foreign enterprises 
in India which have earned excessive profits on transactions in India through over¬ 
pricing of intermediate inputs in the manufacture of drugs or tied purchases of crude 
oil at higher prices by foreign oil companies. There are other striking instances 
like Colgate, Palmolive, Singer Sewing Machine Co. etc. where sizeable profits are 
transferred abroad on investments. The drain of foreign exchange for the use of 
foreign brand names, such as Coca Cola, Singer, Volga, Majdenform, Jockey, 
Cadbury, Helen Curtis, Max Factor etc. mainly tagged to luxury consumer products, 
is wasteful On balance, it appears that in such cases the imports of technology 
and brand names led to net dfnin of foreign exchange after a short pay-back period.” 
At was mainly to slow dowp the outflow of foreign exchange that the Foreign 
Exchange Regulation Act was passed by Parliament, especially when foreign exchange 


ban on foreign 


The *Curbs on the activities of foreign 
companies under the Reserve Bank of 
India directive of December 31, 1973, are 
the result of the passage of the Foreign 
Exchange Regulation Act by Parliament 
and the issuance of guidelines (see Eastern 
Economist dated January 4, 1974, page 43) 
in this regard by the ministry of Finance. 


eastern 

ECONOMIST 


JANUARY II, 1974 

No Blanket Ban on Foreign 


Investment 

.. 51 

Crisis in Shipping 

.. 52 

Home to Roost 

.. 53 


Points of View 

Role of Exportable Surplus 
for Nepal •--- Navin Chandra 

Joshi . .. 55 

Wage Boards in India — D.C. 

Mathur . 56 

Window on the World 

Towards the “Information Civili¬ 
sation’': I —j Josslcyn Hennessy 59 
Energy Crisis Casts its Shadow 
— E.B. Brook .. .. 61 

Trade Winds 

RBI Curbs on Foreign Firms; Pro¬ 
perty Abroad to be Declared; 

Car Prices; Excise Duty on Coal; 

Advisory Council on Trade; 

Use of Organic Manures; More 
STC Offices Abroad; Bangladesh 
Plan; Role of Nationalised Banks; 

G.D. Birla for Government- 
Industry Dialogue; Imported Raw 
Materials for Small Industry; 

Names in the News .. 62-63 

Company Meetings 
Indian Oil Corporation Ltd 
Sakthi Sugars Ltd 

Company Affairs 

Gwalior Rayon; Mysore Cements; 

Punjab National Bank; Scindia 
Steam; Kamani Metals and 
Alloys; National Seeds Corpn; 

News and Notes; New Issues; 
Dividends . 71-74 

Records and Statistics 

Review of India's Foreign Trade: 

1972-73 and 1973-74 75 


* % 



was being spent either for luxury goods 
or for such products as could be equally 
efficiently manufactured by Indian com¬ 
panies without foreign participation. The 
case of the Singer Sewing Machine Co. il¬ 
lustrated the point in a lucid manner. This 
company has been marketing sewing 
machines in this country which have been 
made by Indian companies and has been 
earning sizeable profits simply on the 
strength of its marketing network. Our 
country lias acquired the technical know* 
how to manufacture sewing machines; 
our reliance on n foreign company for 
marketing them is sheer wastage of our 
resources. 

The guidelines framed by the ministry 


of Finance for the regulation of foreign 
investment are sufficiently flexible. In 
exceptional cases* there is room for 
allowing the foreign company to retain 
its majority in shareholding. For exam¬ 
ple* in the case of the consultancy firms, 
which are engaged in such technology as 
is not indigenously available* the foreign 
shareholding would be allowed up to 74 
per cent. This is a healthy approach 
which needs to be welcomed. It is to be 
hoped that both the ministry of Finance 
and the Reserve Bank of India will adopt 
a flexible approach so that no unnecessary 
scare is created among foreign investors. 
Surely this country does not wish to close 
its doors to new and sophisticated techno¬ 
logies which are being developed abroad. 


handle the critical situation as it develop: 
from time to time. 

Mr Sen severely criticised the revenue 
pooling system which is Operated by the 
Jndia-Pakistan/UK continent conference 
He said that “this conference was a cast 
in point of the classic example of the d£ 
terioration in Conference Services’* anc 
he expressed concern over the reportec 
introduction of the pooling system in the 
India/USA route from the beginning oi 
the new year. The government of Indu 
should look into this matter and tak< 
effective steps to ensure that the confe¬ 
rence system does not operate to the de¬ 
triment of our country’s interest. 

Mr Sen suggested that the present 
abnormal situation called lor a selective 
freight subsidy to our exports. He did 
not elaborate this idea. Nevertheless, 
the government of India should examine 
this proposal, and evolve a suitable sche¬ 
me, so that our exports especially of thei 
non-traditional goods, do not suffer due 
to the impact of excessive freight rates 
The problem of selecting the commodities 
for this subsidy and of deciding its quan¬ 
tum will not be easy. L'ven so, the union 
ministries concerned should take up this 
matter in right earnest and do something 
to protect and promote our exports. 

At the same time, the government 
should also review the existing incentive 
schemes for export and make them effec¬ 
tive. For example, it has been pointed out 
that the policy for giving cash subsidy is 
not being implemented in such a manner 
as to give a strong stimulus to exports. 
When the government considers the case 
of an industrial unit for cash subsidy, it 
generally disallows several standard items 
of cost including depreciation. The cost¬ 
ing is prepared on the basis of marginal 
cost of production and the subsidy is de^ 
cided on this criterion. Industry consi¬ 
ders this approach to be wrong and un¬ 
helpful especially for units which export 
a substantial portion of their production. 

It is feared that, over a period, it will 
dissuade an increasing number of indus¬ 
trial units from turning their attention to 
exports. Therefore, while considering a 
scheme for the shipping freight subsidy, 
the government should also modifythc 
basis for cash incentives so that our ma¬ 
nufacturers will continue to take interest 
in selling their goods in the distant and 
difficult markets of the world. 

In view of the unexpected develop¬ 
ments in international trade arising froir 
the petroleum crisis, the government oi 
India should reconsider its attitude to the 
growth of the shipping industry. Thougl 
this industry has made considerable px&g- 


Crisis in 

shipping 

Tiif EnCjINIiring Export Promotion 
Council has recently drawn the attention 
of the government of India to the severe 
shortage of shipping space especially for 
the countries of west Asih jmd south-east 
Asia. Dr B. V. Bhoota, the chairman of 
the council, has disclosed that though 
there was a 15 per cent increase in engi¬ 
neering exports in the first half of 1973, 
the rate of growth was much less than 
what was envisaged, namely, 32 per cent. 
The exports were valued at Rs 72 crores 
in April-Septcmbcr 1973 compared with 
Rs 62.29 crores in the same period of the 
previous year. It is reported that there 
has been a heavy accumulation of engi¬ 
neering cargo for Dubai, Doha, Behrcin 
and several other distinations. 

But it is not only the engineering 
goods whose exports have been affected 
due to inadequate shipping space. Even 
traditional exports such as jute manufac¬ 
tures and tea have suffered, in the begin¬ 
ning of December, there was an accumu¬ 
lation of 70,0()0 chests of tea for the UK 
ports. The foreign demand for jute 
goods has considerably improved owing 
to the scarcity and high prices of synthe¬ 
tics. But the absence of sufficient ship¬ 
ping space has been hampering the ex¬ 
ports of jute goods. The shortage is 
being felt acutely practically for all desti¬ 
nations including the UK and the conti¬ 
nent. 

In this background, the scarcity of 
bunker fuel oils and the steep increase in 
their charges have created a very difficult 
situation for our exporters. The cost of 
bunker oils at the Indian ports is now 
estimated to be over 550 per cent of what 


it was in the beginning of December; and 
it is expected that at the foreign ports 
also these charges will substantially in¬ 
crease in the coming months. As a re¬ 
sult, the freight charges are bound to 
increase further while the shipping sche¬ 
dules will become more uncertain. 

At a press conference held in Calcutta 
recently Mr Sanjoy Sen, the President of 
the Eastern India Shippers Association, 
warned the country of “an unprecedented 
crisis in international shipping” which 
would hit hard Indian exports. He point¬ 
ed out that even during the last six 
months there had been an acute shortage 
of tonnage which had affected not only 
shipping schedules but had also caused a 
sharp escalation in the freight rates in 
liner shipping in sympathy with ‘‘rocket¬ 
ing charter rates.” He said that even at 
the very best of times, Indian exports had 
suffered from irregular sailings and inade¬ 
quate shipping space, besides excessive 
and discriminatory freight rates. 

Mr Sen conceded the case for levying 
bunker surcharges. But he made certain 
suggestions to mitigate their “deleterious” 
impact. He urged the imperative need 
for close coordination between exporters/ 
carriers and government in order to en¬ 
sure that the country derived the maxi¬ 
mum advantages from the allocation of 
tonnage. He disclosed that a high-level 
liaison committee for eastern India, con¬ 
sisting of the representatives of ship¬ 
owners and shippers, was being formed and 
he expressed the hope that the committee 
would be able to tackle some of the prob¬ 
lems on a realistic basis. But Mr Sen 
did not clarify how exactly such a com¬ 
mittee would help to improve the situa¬ 
tion. In any case, there is clearly an ur¬ 
gent need for the*government of India to 
keep in close and continuous touch with 
the shipowners and shippers in order to 
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rcss in recent years, it has been far less 
impressive than what has been achieved 
by several countries. This will be clear 
from the fact that the present Indian 
tonnage is not able to carry more than 
20 per cent of our foreign trade. As a 
result, substantial sums of foreign exchan¬ 
ge have to be paid to the foreign 
shipping companies. It is unfortunate 
therefore that when there is an imperative 
need to develop our shipping industry as 
vigorously as possible. New Delhi is creat¬ 
ing more difficulties for it to expand its 
licet. 

€ For instance, the development rebate 
had been a source of very great, help to 
our shipping industry. With this facility 
the shipping companies had been able to 
raise sizable funds for their expansion. 
Hut with its withdrawal, it has become 
more difficult for them to find resources 
for acquiring new tonnage. Mr K. K. 
Biria, the chairman of the India Steam¬ 
ship Company, pointed out recently that 
the initial depreciation allowance of 20 
far cent will be ‘'entirely inadequate” for 
the shipping industry. He said, “The 


Home to roost 

Tin c Rt.nir policy of the Reserve Bank 
for the current busy season is coming 
home to roost. The monetary authorities 
4nay feel inwardly gleeful that they have 
now a strangchold on the banking system 
and that it is not in a position to expand 
credit in the coining months iu an un¬ 
bridled manner. There is an unprecedented 
squeeze inthe money market and fantastic 
rates are being paid for call money by 
needy banks in Bombay and Calcutta. The 
rate at one stage rose to even 38 per 
cent and as there were violent 
fluctuations in short-term rates, the 
Indian Banks Association thought it 
dvisable to conclude a gentlemen's 
greement under which no member 
bank could borrow on a day-to-day basis 
at more than 15 per cent. This agreement 
has been unworkable as the exchange 
banks are anxious to derive the maximum 
benefit out of the present difficult 
situation by detaining remittance of 
fittnds to their head offices in London and 
elsewhere and earning a large income on 
those funds. 

The high short-term rales do not in any 
sense suggest that the required funds are 
available for hungry borrowers. On the 
other hand, it is indicative of an extremely 
tight position in the banking system with 
every institution being keen on husband¬ 
ing the resources left over after observing 
A he higher cash reserve ratio and the mini- 


proposed depreciation, in effect, means 
deferment of the payment of the tax to a 
later date and, as such, not quite beneficial 
to the growth of shipping, and, at best, is 
a poor substitute for development rebate. 
It is my sincere hope that the govern¬ 
ment will reconsider the decision and will 
find it possible to restore this much-need¬ 
ed incentive to the Indian shipping indus¬ 
try.” 

The crisis in sshipping has come at a 
time when export promotion has assumed 
a new urgency in the context of the fifth 
five-year Plan. Our total exports in the first 
the six months of 1973-74 have been esti¬ 
mated at Rs 1075crores which was 17 per 
cent more than in the corresponding 
period of the previous year. But in the 
coming months the exports inay suffer 
due to lack of shipping space and high 
freight charges. Since about 90 per cent 
of our international trade moves by ocean 
transport, the government of India should 
maintain constant vigilance over the deve¬ 
lopments in the world of shipping and 
take timely and effective measures to safe¬ 
guard our interests. 


mum liquidity ratio. It has not been 
possible, however, for quite a number of 
banks to comply with the directive of the 
Reserve Bank and raise the liquidity ratio 
to 32 per cent as they had already a high 
credit-deposit ratio. It has, therefore, 
been necessary for them to utilise 
fully the quota of 1J per cent 
of demand and time liabilities as 
on September 28, 1973, permitted 

by the Reserve Bank, for borrowing again¬ 
st refinance facilities. Even after utilising 
all opportunities for improving the re¬ 
sources position, it had been reported that 
many institutions have not found it possi¬ 
ble to maintain the cash reserve or mini¬ 
mum liquidity ratios. It has also been 
necessary to approach the Reserve Bank 
for discretionary accommodation in order 
to meet the requirements of constituents. 

The extremely precarious situation in 
1 he money market will be evident from the 
fact that many banks have been obliged 
to adopt measures for discouraging the use 
of their resources by constituents even 
though they had unutilised cash credit 
limits. Some banks have frozen the limits 
at the level of drawings on December 10, 
1973, while some others have reduced the 
limits by 25 to 50 per cent. The freezing 
of limits on an unplanned basis has crea¬ 
ted unexpected and needless hardship to 
customers who had been using prudently 
bank funds. It has now become necessary 
for this class of borrowers to renegotiate 
fresh limits. While some accommodation 
has been grudgingly provided, some banks 


have raised the interest rate on “cxce.vs" 
borrowing to as high as I5pcrccnt on the 
plea that they have to find the required 
resources on a costly basis. Some others 
have found an excuse for charging this 
usurious rate on "irregular" drawings. 
These have come about because of the 
imposition of higher margins in respect of 
advances against book debts and invento¬ 
ries 

As the Reserve Hank had suggested that 
heavier margins should be imposed for 
reducing advances and these were not 
mandatory, it had been hoped that the 
constituents would be given the time for 
making the necessary adjustments, ft 
has so happened that the opportunity 
has been utilised by banks for augmenting 
their incomes and offsetting the losses that 
arc being sustained on the maintenance 
of higher cash balances with Reserve 
Bank and in respect of fresh investments 
in government securities. 

The bankers are in a quandary and vigo¬ 
rous representations have been made to 
the Reserve Bank for a relaxation of credit 
curbs or for at least allowing time for ad¬ 
hering to the revised minimum liquidity 
ratio. It hastilto been urged that refinance 
facilities should be liberalised. The mone¬ 
tary authorities are aware that the* have 
brought around themselves a hornet's nest 
and they arc pursuing illogical policies. 
It is rather anomalous that there should 
hav«: been sales of treasury bills to member 
banks on a large scale during the period 
between December 5 and December 15, 
1973, for enabling banks to raise as far as 
possible a minimum liquidity ratio. In 
the process, additional borrowing against 
the refinance facilities had to be permitted. 
There was also the additional strain crea¬ 
ted by the need to complete advance tax 
payments before December 15. 

Hardly before the crippling effect of 
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these adjustments could be got over, the 
reissues of loans by the central govern¬ 
ment for Rs 115 crores has added to the 
severe pressure felt by the banking system. 
The lists for the three central loans were 
opened on December 21. Having regard to 
the extremely tight conditions it should 
not have been possible to make a success 
of these loans on the opening day. But 
the Reserve Bank managed to find the re¬ 
quired resources for the government by 
utilising fully the funds of the Life In¬ 
surance Corporation and provident funds. 
The scheduled commercial banks were not 
in a position to subscribe for the new 
loans in a big way. It is presumed that their 
fresh investments would not have been 
more than Rs 25 crores in these securi¬ 
ties over and above the amounts provided 
by way of conversion of outstanding trea¬ 
sury bills. Assuming that the Life Insu¬ 
rance Corporation and other agencies put 
in subscriptions for another Rs 25crores, 
the Reserve Bank should have felt obliged 
to take up the balance of over Rs 66 crores 
on its own account. One should perhaps 
be thankful for small mercies. The Reserve 
Bank has felt contented with making a 
“success" of the new loans by getting them 
only nominally oversubscribed and not 
trying to use the opportunity for accept¬ 
ing subscriptions up to 10 jfer cent of the 
notified amount. Aggregate subscriptions 
were thus only Rs 116.84 crores and all 
subscribers will receive full allotment. 

The question may be legitimately asked 
why the Reserve Bank was keen to raise 
the liquidity ratio by two percent calling 
for fresh investment by member banks in 
government and approved securities for 
nearly Rs 200 crores. The institutions 
should have been given the necessary time 
for diverting such a large amount when the , 
busy season was active and when they have ' 
been already compelled to maintain a 
high cash reserve ratio of seven per cent. 
Even before the revised liquidity ratio 
could be complied with the new loans were 
floated. Technically, member banks were 
being called upon to invest not only an 
additional Rs 200 crores in gilt-edged se¬ 
curities by December 8,1973, but also find 
additionally over Rs 50 crores for the new 
loans. How was this miracle to be achiev¬ 
ed, it has not been satisfactorily explained. 

The cumulative effect of the higher mini¬ 
mum liquidity ratio and the absorption of 
the funds of the Life Insurance Corpora¬ 
tion and other agencies will be reflected in 
increasing frozenness of the banking system 
and the emergence of an even more chaotic 
situation in the money market in January- 
Fcbruary 1974. An increase in the quota 
for borrowing from the central banking 
institution by half per cent after January 
II, 1974, will provide only a little over Rs 


50 crores freshly and the Reserve Bank may 
even come round and say that the earlier 
excess borrowings would be adjusted 
against the new quota. 

Whatever may be the justification for the 
harsh attitude adopted by the monetary 
authorities, no satisfactory explanation has 
been forthcoming so far to the unusual in¬ 
crease in advances in the past 2\ months 
and indeed in a 12-month period. Bet¬ 
ween October 26 and December 14, 1973, 
advances of scheduled commercial banks 
have risen by as much as Rs 303.86 crores 
against only Rs 49.69 crores in the corres¬ 
ponding period in 1972. Again between 
September 28 and December 14, 1973, ad¬ 
vances have risen by as much as Rs 469.14 
crores against only Rs 88.59 crores. 

The substantial increase in deposits by 
Rs 327.94 crores in 2t months against 
Rs 299.83 crores in the same period in 
1972 and an increase in borrowings by 
Rs 123.74 crores against only Rs 13.55 
crores previously were helpful in meeting 
the exceptional demands for funds in the 
current busy season. It has also been 
necessary to reduce investments. As there 
had already been a big increase in advances 
in earlier months, the latest develop¬ 
ments have resulted in a serious const¬ 
raint on resources. 

It is not therefore surprising that in the 
12 months ended December 14, 1973, de¬ 
posits of the scheduled commercial banks 
rose by as much as Rs 1,745 crores. Ad¬ 
vances recorded a big rise of Rs 1,398 
crores and as there was also an increase 
in cash balances by Rs 392 crores, invest¬ 
ments rose by only Rs 176 crores. It bc- 


Thc Fourth Conference of the Indian Society 
of Agricultural Economists was held in the last 
week of December, 1943 at Walchandnagar, a 
marvellous creation of Seth Walchand Hirachand 
who has demonstrated the practicability as well 
as the desirability of dovetailing industrial with 
agricultural development m a tract in Bombay 
Deccan which was not long ago a virtual 
wilderness, with a shallow unretentive soil, 20 in¬ 
ches of rainfall and a peasantry with small and 
scattered holdings unable, on account of the lack 
of initial capital, to make use of the Nira Canal 
irrigation facilities offered by the Government. A 
magnificent estate has been ^>uilt up in the brief 
course of ten years, which commands an area of 


came necessary in the bargain to increase ] 
borrowings of members banks by Rs 146 
crores. 

What i$ the reason for such a big ex¬ 
pansion of bank credit and what would 
have happened if there had not been such 
a heavy rise in deposits? Clearly, some ‘ 
new factors are in operation and it will 
not serve any useful purpose if the Reserve 
Bank cannot identify properly the sectors 
which have been responsible for the credit 
inflation. There should certainly have 
been an accumulation of inventories in 
some directions. But there has also been 
an increase in the value of stocks due to* 
higher prices. 

Unless pressure is brought on borrowers 
who have increased their inventories for 
reducing their drawings and credit is made 
available for genuine needs, a continuance 
of the present situation will result in the 
emergence of an unmanageable situatiok 
by March next year. The Reserve Bann 
has been helplessly mobilising the resources 
required by the central and state govern¬ 
ments and public bodies through open 
market loans and bonds in the hope that 
large uncovered overall gaps for 1973-74 
can be avoided. By making available the 
required funds it has however not brought 
about the desired reduction in non-Plan 
expenditure. It can thus even be said that 
there has been a misapplication of avail¬ 
able resources and credit for productive 
purposes is being denied. Is it too muclu 
to expect that there will be a sensible re¬ 
casting of the credit policy and the cont¬ 
rols will be exercised more realistically ? 
Some intelligent changes are needed be¬ 
fore the situation gets out of control. 


1 6,000 acres, only 3,500 of which arc so far owned 
and the rest have been taken on long lease (30 years) 
at rents which are said to be fairer by comparison 
with prevailing rents in the neighbourhood and are 
generally more than the net return the petty owners" 
could realize by themselves. They arc, on the 
other hand, mostly employed as labourers in the 
fields and factories of the big enterprise on wages 
which are definitely higher tlum elsewhere in the 
vicinity and supplemented by the facility to buy 
grains at rates much less than market prices, which 
adds greatly to the real wages — not to speak of 
the amenities offered free, such as education, medi¬ 
cal treatment, rect cation and sports, to the em¬ 
ployees and the families. 
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POINTS OF VIEW 

Role of exportable 

surplus for Nepal 


trade. This will comprise transportation, 
banking, financial institutions and in¬ 
surance facilities so that bottlenecks of the 
basic framework of her economic struc¬ 
ture do not come m the way of giving a 
push to trade with other countries". 

other factors 

There arc other factors as well that play 
an important part in the building tip o r an 
expanding foreign trade. For* example, 
the impression that Nepal is a backward 
country with little trade possibilities has 
to be removed. This could he done by 
projecting Nepal's industrial and agricul¬ 
tural image abroad through direct con¬ 
tacts with foreign traders One way to en¬ 
courage this w ill be the frequent visits of 
trade delegations of industrialists and busi¬ 
nessmen, apart Horn contacts through dip¬ 
lomatic channels, Secondly, joint ventures 
in collaboration with other developing 
countries can be profitably set up on a 
much wider scale. 


million in 1961-62 to Rs 144 million in 
1969-70. Imports from India have also 
substantially gone up from Rs 0.11 million 
in 1961-62 to Rs 273 million in 1969-70. 
The deficit is evident and it has further 
mounted in the last three vears ending 
1972-73. 

flic trade deficit with India may even 
increase in the coming years, f or Nepal, 
elimination of the trade deficit and crea¬ 
tion of trade surplus in order to meet the 
casting unfavourable balance of pay¬ 
ments, remains an unfulfilled task on the 
foreign iradeTront. However, the task is 
not beyond the range of possibilities in 
i he coming years if Nepal concentrates 
on exporting items Ijke hydro-elect licit y, 
wood, wheat, rice, dairy products, oil¬ 
seeds, etc., in abundance to India. But 
then Nepal has to improve productivity, 
both quantitatively and qualitatively with 
emphasis on lower cost of production. 

significant treaty 


Wiuu: formulating its foreign trade 
policy, a developing country such as Nepal 
has to bear in mind that cost inflation and 
dynamic expansion of exports go ill toge¬ 
ther. Under conditions of a high cost 
economy it js difficult to expand and 
diversify a country's international trade, 
particularly in the present situation of 
world competition. ft follows that the 
njftjor plank of export policy should be 
cost consciousness coupled with inter¬ 
nal price stability, the latter being the 
sheet-anchor of a successful export drive. 

It is true that the government can de¬ 
vise ways and means of subsidizing ex¬ 
ports. It is also possible to force the home 
market to pay for the expansion of sub¬ 
sidized exports. However, measures like 
higher domestic prices to compensate foi 
loss in exports, cash incentives, import 
entitlements, fiscal incentives and so on, 
aic of secondary importance in the long 
run. Ultimately, it is the dear and direct 
price advantage alone that counts for de¬ 
riving gains from trade in fact, in a situa¬ 
tion of budget-made inflation, it is the 
common man with fixed income who 
sailers. But more than that, the other 
great sufferer is the country's export 
drive. 

domestic demand 

When sales in domestic market fetch 
better price and rising profits, naturally 
no one would bother to sell domestic pro¬ 
ducts abroad. And even if some tried, 
they would definitely be priced out in the 
N^xrld market. Every country looks at fo¬ 
reign trade from the angle of its own eco¬ 
nomic advantage. Therefore, even the 
best export policy would fail to produce 
desired results if prices keep on rising as 
has been happening during the recent past 
in devlopjng countries including Nepal. 
The kind of high-cost economy, both in 
agriculture and industry, that has become 
endemic, must be checked and corrected. 

4 Nepal should have an aggressive in¬ 
frastructure policy to boost her foreign 


Fortunately, Nepal has the proud privi¬ 
lege of retaining her independence through 
centuries despite adverse and tangled cir¬ 
cumstances. The partylcss system of parch, 
ayat democracy of the country gives tre¬ 
mendous scope to it for developing trade 
relations with foreign countries on a firm 
and sound fooung without political over¬ 
tones. In so far as India is concerned, the 
recent visit to India of King Bircndru has 
strengthened the age-old bonds of mutual 
friendship and goodwill between the two 
nations. It is highly encouraging that 
King Bircruira\s keen desire for developing 
trade between India and Nepal lias been 
reflected in the recognition that trade has 
benefit ted both the countries and will 
benefit the two neighbouring count lies *n 
future also. 

Nepal's total value of exports to foreign 
countries as percentage of her GNP is 
roughly 4.7 per cent which is much too 
low. With India it has been continuously 
having an unfavourable balance of trade. 
Exports to India increased from Rs 0.5 


The five-year Indo-Nepal treaty of trade 
and transit that came into force from 
August 15, 1971, js significant for agree¬ 
ment on the use of ovoiland route and for 
measures to prevent deflection of trade. 
According to this treaty, cadi country will 
proliihitre-exportofcach other’s products. 
Similarly, diversion of goods based on im¬ 
ported material in excess of 50 per cent 
of the ex-factory value is prohibited. Now 
with the growth and diversification of in¬ 
dustrialisation in India and the rapid eco¬ 
nomic development of Nopal, the volume 
of Jmlo-Ncpalese trade can be expected 
to expand rapidly in the years to come. 

There are no two countries in the world 
that are more close to each other than 
Nepal and India. The close ties between 
the two countries are reflected in certain 
significant provisions of the existing tude 
treaty. For instance, the government of 
India has agreed to exempt from cus¬ 
tom* duty and quantitative restrictions 
the primary products of Nepal imported 
into India. Similarly, on the basis of non- 
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reciprocity, India has granted specially fa¬ 
vourable treatment to imports into India 
of industrial products in respect of cus¬ 
toms duty and quantitative restrictions.'it 
is also agreed that the Nepalese govern¬ 
ment shall endeavour to exempt, wholly 
or partially, imports from India from cus¬ 
toms duty and quantitative restrictions 
as may he compatible with development 
needs and protection of Nepal's indus¬ 
tries. 

Article II oft he protocol to the treaty 
mentions that the government of India 
shaft reimburse to Nepalese government 
the excise and other duties collected by 
the government of India on goods produc¬ 
ed in India provided (j) such reimburse¬ 
ment shall not exceed the import duties 
and like charges levied by the Nepalese 
government on similar goods imported 
from any country, and (ii) the Nepalese 
government shall not collect from the 
importer of such goods so much of the 
import duty and like charges as is equal 
to the amount reimbursed by the govern¬ 
ment of India. Apparently, the reim¬ 
bursement of excise and other duties is 
provided for with a view to enable In¬ 
dian goods sell in Nepal at lower price, 
although the forces of demand and supply 


are supposed to take care of the market 
price at any given period of time. 

The market prices themselves govern the 
demand and supply conditions of Indian 
goods in Nepal. In case Nepal subsidizes 
Indian goods to the tunc of the extent of 
reimbursement of excise by our govern¬ 
ment to the Nepalese government, 
Indian goods can be sold at fairly compe¬ 
titive prices in the market for the benefit 
of the people at large. It is a known fact 
that, by and large, the gap in the cost of 
production of Indian goods and those of 
advanced countries is so wide that it 
cannot easily be wiped off even with the 
amount of subsidy that may be given to 
the maximum limit of the reimbursed 
excise duly. This explains why Indian 
goods arc at a disadvantage and cannot 
compete successfully with similar goods 
of other countries in Nepal. 

Another significant provision is clause 
7 of the protocol to the treaty which says 
that the government shall pay to Nepal a 
sum not exceeding 25 per cent of addi¬ 
tional duty collected by the government of 
India with a view to offsetting the higher 
cost of production of Nepalese goods as 
compared to similar goods manufactured 
in India. Thus, we see that both Nepal 


and India, which arc developing countries* 
are trying to help each other by meeting 
their mutual needs and solving their m ituil 
problems for enhancing trade. 

In conclusion, it may be pointed out 
that imports and exports of countries arc 
said to be the two independent variables 
which together determine the trade bal¬ 
ance. However, in real life, things are not 
that simple. For Nepal, import of goods 
is a dependent variable, it being equal to 
the sum of two other independent varia¬ 
bles viz., exports and deficits. The real crux 
of Nepal’s foreign trade problem is the 
extent of her continuing deficits with 
India. 

A high growth rate in national income, 
even in developing countries, is necessa¬ 
rily accompanied by a high growth rate 
in export earnings. It has been estimated 
that even a five per cent increase in the 
GDP of Nepal through international tratie 
will require nearly a 50 per cent increase 
in exports by Nepal. As such, domestic 
production at lower cost with ever-increas¬ 
ing surplus alone seems to be the solution 
for catching up with the burgeoning 
world trade" This kind of trade philoso¬ 
phy is both crucial and critical for Nepal's 
self-sustained growth in future. 


Wage boards in India —- 


Wacu: boards are now one of the most 
common machinery of wage regulation in 
both developed and developing countries. 
The first wage board was appointed in 
1896 ill the state of Victoria in Australia. 
After that the sysleni was followed in 
England, the USA, Canada, Norway, 
South Africa and India. 

In this country, the system of wage 
boards was first adopted when the Commi¬ 
ttee on Fair Wages recommended for the 
csiablis hmenl of wage boards. The fist 
five year Plan also included the proposal 
for appointment of wage boards. But the 
first wage boa id was appointed only in 
1957 for cotton textile industry. So far 
wage boakt for 19 industries and occupa¬ 
tions viz cotton textiles. sugar, cement, 
journalists (two wage boards each) tea, 
rubber and coffee plantation, iron and 
i leel, iron ore mining, limestone and dolo¬ 
mite mining, coal mining, port and dock 
workers, engineering, heavy chemicals and 
fertilizers, leather and leather goods, elect¬ 
ricity undertakings and road transport 


have been set up. The Labour ministry's 
proposal for the appointment of the third 
wage board for journalists was approved 
by the cabinet on October 11, 1973. The 
composition and terms of reference of the 
board to be set up in terms of the Working 
Journalists Act, will be finalised by the 
Labour ministry. It js understood that a 
simultaneous revision of wages for non¬ 
journalists was generally favoured. How¬ 
ever a wage board for them was not mooted 
as the All India Newspaper Employees 
Federation preferred bilateral talks. 

The wage boards in India are appointed 
by the central government and usually 
consist of seven members, two represen¬ 
tatives each of workers and employers, 
two independent members and a chair¬ 
man. The terms of reference of all the 
wage boards include: 

To determine t he categories of employees 
(manual, clerical and supervisory etc.) 


who should be brought within the scope 
of the proposed wage fixation; 

To work out a wage structure based 
on the principles of fair wages as enuncia¬ 
ted by the committee on fair wages; 

To consider the desirability of extending 
the system of payment by results; 

To work out the principles that should 
govern the grant of bonus to the workers 
in the specific industry. 

It is expected of the wage board that it 
will consider the needs of the specific in¬ 
dustry in a developing economy, the special 
features of the industry, the requirement 
of social justice and the necessity for ad¬ 
justing wage differentials in such a manner 
as to provide incentives to the workers. 

The method adopted by the wage boards 
is to circulate the questionnaire to the 
management, workers and state govern¬ 
ments and to draw conclusions on the v 
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basis of their replies. The questionnaires 
include questions on wage rates and the 
wage policy. 

The wage boards are useful instruments 
in the wage fixation. But the working 
of the wage boards has not been found 
satisfactory in India. First of all, the wage 
boards have taken a long time in submit¬ 
ting reports. Most of the wage boards 
have taken three to four years in the 

i. submission of the reports. The longest 
time was taken by the wage board for tea 
plantation which took Jive years and six 
months. Similarly wage board for rubber 
plantation took five years and one month 
and port and dock wage board took five 
years. Thus the wage boards have taken 
a long time, consequently conditions 
change before the submission of the re¬ 
port and the proposed wage rates still 
lag behind fair wages 

Jl Therefore it is suggested that time limit 
for submission of reports should be fixed, 
say one year. Tile board should submit 
the report within the tjme allotted and if 
due to some unavoidable circumstances it 
is not possible to submit the report in 
time, it should make interim recommenda¬ 
tions. Recently in a statement, tile 
Indian Federation of Working Journa¬ 
lists expressed the hope that the govern¬ 
ment would direct the newly * set up 


wage board for working journalist to 
give interim relief immediately and sub¬ 
mit its final recommendations within a 
year. The National Union of Journalists 
has also demanded the immediate interim 
relief and the early submission of the 
report. 

The terms of reference of all the wage 
boards include working out a wage struc¬ 
ture based on the principles of fair wages. 
But all the wage boards have fixed the 
wage rates on the basis of the capacity of 
the industry to pay rather than the prin¬ 
ciples of fair wages. The wage boards 
have expressed their inability to concre¬ 
tise the norms of the need based wages 
on the norms prescribed by the 15th In¬ 
dian Labour Conference. Thus their 
working is more or less just like minimum 
wage fixing committees constituted under 
the Minimum Wages Act 1948. The same 
type of work is now being done by the 
state governments by issuing notifications 
for fixing minimum wages in some indust¬ 
ries where no norms'arc evei considered. 
It is true that the wage rales 
fixed by the wage boards are higher 
than the rates fixed by the minimum 
wage fixing committees or fixed by 
the state governments by issuing notifica¬ 
tions. But the main reason for this is 
that the capacity of the iiulu*ir\ to pay 
is higher in major industiies for winch 


ROINTS OF view 

wage boards have been appointed. Thomgl 
the capacity of the industry to pay ba 
been considered by (he wage boards, an 
standard procedure has been adopted t< 
ascertain the capacity of (he industry << 
pay. 

It is' therefore suggested that the wag* 
boards should fix need based wages a 
minimum wages on the basis oft ho norm 
prescribed by the 15th Indian Labour Con 
fcrcnce. Industries with higher capacity l* 
pay should pay higher wages. To aseer 
tain the capacity to pay, it is suggest ci 
that profit or loss in relation to capita 
employed should be adopted. 

In fixing wages also, the wage board’ 
have developed unsound wage differentials 
Wage boards have divided the industries i* 
several regions and fixed wages and dear¬ 
ness allowance at different rates. N< 
standard procedure has been adopted foi 
dividing the country in different regions 
For example, cement wage board ha? 
fixed only one rate of wages for the whok 
country, sugar wage board divided tin 
country in four regions viz. north, south, 
central and Maharashtra regions' while tin 
engineering wage board divided the in¬ 
dustry in four regions viz. southern, 
northern, eastern and western. We 
do not, however propose that same re¬ 
gions' should be fixed for all the industries 


x 

X 


RECORDS AND STATISTICS 


♦ 

i 

I 


▼ 

i 

i 

! 


X 

i 

X 

X 

X 

t 

X 


A Quarterly Bulletin of “Eastern Economist” this publication surveys 
important developments in each quarter in the various fields of the 
national economy as well as in the world economy, organizes its mate¬ 
rial in a convenient form and illustrates it with diagrams, graphs and 
charts. Its features are a business roundup, an analysis of markets and 
an investment supplement. 

The Bulletin averages 64 pages and is priced at Rs 5 per copy. 
The annual subscription is Rs 20. 

Inquiries regarding subscription and advertisement may be 
addressed to: 


The Manager, 

The Eastern Economist Ltd, Post Box No. 34, Now Delhi-1. | 

X 

X 


i 


EASTERN ECONOMIST 


57 


JANUARY 11 , l ‘>74 



hut the characteristics of the particular 
irulustrv and the needs of the workers 
should he taken into consideration for the 
purpose of dividing the industry in various 
regions. 

All the wage hoards have recommended 
the linking of dearness allowance with 
consumer price index numbers. But the 
series of index numbers'to which the dear¬ 
ness allowance should he linked are diffe¬ 
rent, For example, cement and sugar 
wage hoards recommended to link dearness 
allowance with all-India cost of living in¬ 
dex numbers while wage hoards for cot¬ 
ton textile industry recommended to link 
dearness allowance with local series of 
cost of living index numbers. Dearness 
allowance in all the industries should be 
linked with the local series of index num¬ 
bers and if theie is no scries of cost of liv¬ 
ing index numbers, the sericsof nearest re¬ 
gion should be adopted for the purpose of 
revision of dearness allowance. 

One of the recommendations of some 
of the wage boards like wage hoard for 
cotton textile industry is to merge a part 
of dearness allowance with the basic 
wages where 75 per cent of dc u ness allow - 
a nee has been merged with the basic wages 
and the rest is still linked with the cost 
of living index numbers. It is neces¬ 
sary to have a balanced wage structure, 
but this allowed variation in the basic 
wages as dearness allowance was aM» 
paid at different rates when the recom¬ 
mendations were implemented in 1%0. 
Thus the wage boards, instead of bringing 
uniformity in the wage structure, develop¬ 
ed differences in the basic wages. 

Various wage boards have attempted to 
reduce the number of grades and to adjust 
some differences. But a thorough re¬ 
examination of the wage pattern has not 
received top priority. These wage boa ids 
arc workingjust like negotiating much men 
toadjuM (he difference of opinion bet¬ 
ween the employers and employees. 

l\cn the wage hoards' decision hardl> 
satisf) both the parties. Jn some of the 
cases like the wage hoard for cngineeiing 
industry and the second wage hoard for 
cot Ion textile industn, the\ have noi 
gained unanimity. In the case ofengmccr- 
ingindustry. ihe cepresentatives of wor¬ 
ker, employers and (he chairman and in¬ 
dependent member', all have recommended 
separate wage structures. In such cases 
when the recommendations were accepted 
by ihe government files have not been 
implemented b> the employers. 

Therclotc the wage boards should con- 
LASTLKN U OMOMISl 
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sider the question or wage structure 
thoroughly, based on the needs of the wor¬ 
kers. To achieve this objective, it is neces¬ 
sary that both the employers and em¬ 
ployees should extend whole-hearted 
cooperation to (he wage boards. At the 
same time the recommendations of the 
wage boards should be made statutory 
and they should not be questioned in any 
court of law. Generally political peisons 
are included in the wage boards as chair¬ 
man and independent members. This 
should be avoided and professors, lawyers 
etc should be included in the wage boards. 


Since wage boards consist of the repres- 
xentatives of employers and workers, 
the\ introduce an element of self-govern¬ 
ment and democracy in solving labour 


problems. This helps mutual understand¬ 
ing and promotes harmony. But this is 
possible only when working of the wage 
boards is improved and co-ordination bet¬ 
ween various wage boards brought about. 
The wage board system is certainly better 
than other systems e.g. wages fixed under 
statute, as due weight age can be given to 
the pecuher features of the industry or re¬ 
gions in fixing wages Suggestions made 
above are important for the successful 
working of the wage boards and to bring 
about an end of disharmony in industries 
that retard economic progress so vital for 
the advancement of the country. There¬ 
fore before finalising t he composition and 
terms of reference of the third wage board 
for journalists or any other wage board, 
the suggestions made above should be im¬ 
plemented. 


a criticomments ^ t 


RIGHT OF WIVES 
AND CHILDREN 


The Married Women’s Properly 
Act provides that a life insurance 
policy taken by a man specifically 
under the Act for the benefit of his 
wife and/or children will form a 
trust, free from control by his 
creditors. 

Under the Estate Duty Act, the 
policy amount will not be added to 
his other estates, but will form an 
estate by itself, and estate duty 
leviable will be on the amount 
taken by itself, 

> This can mean a lot of tax saving 
for the man’s wife and children, a 
right they enjoy under the Married 
Women’s Property Act and the 
Estate Duty Act. 

Let’s take the example of a man 
with an estate worth Rs. 6 lakhs. 
The esiate duty payable on his 
death is Rs. 1,02,000. 

If instead his estate consisted of 
Rs. 5 lakhs and Rs. 1 lakh in a life 
insurance policy under the Married 
Women’s Property Act, the estate 
duty leviable will be as follows: 
duty on Rsf 5 lakhs: Rs. 72,000. 
Duty on Rs. 1 lakh life insurance: 


Rs. 2,000. Total: Rs. 74,000. A 
straight saving of Rs. 28,000 for his 
wife and children, which is very 
useful when the breadwinner is no 
longer with them. 

Another example: he leaves Rs. 3 
lakhs as properly, and Rs. 1 lakh 
each in life insurance under the 
MWP Act for his wife and two 
children. Duty payable wili be as 
follows: on Rs. 3 lakhs: Rs. 27,000. 
On three Rs. 1 lakh policies: 3 x 
Rs. 2,000 » Rs. 6,000. Total: 
Rs. 33,000, instead of Rs. 1,02,000 
on a Rs. 6 lakh agrtgated estate. 
Saving: Rs. 69,000. 

This is in addition to the tax 
rebate a man enjoys in his own 
life-time on life insurance prem¬ 
iums. Thus a life insurance policy 
can help a family in more ways 
than one. 
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the “information 
civilisation”: I 


T owards 


joss leyn Hennessy 

London: 


I 

Challenge to Institutions 

Vr Georges Anderla, Professor at the 
Paris Institute of Political Studies and at 
the University of Paris, has, at the 
request of the OFCD Directorate for 
Scientific Affairs, recently drawn up a 
report of supply and demand in the field 
of scientific and technical information 
over the next fifteen to twenty years. 
This study is an important contribution 
to forecasting the skills and numbers of 
information specialists required within 
tftat period. 

Governments and the general public are 
beginning to take more and more serious 


interest in information because the volume 
and sheer weight of information which 
has become available in the last few years 
have implications that can no longer be 

i ignored. 

! 

! The quantitative growth in sheer volume 
is one of the factors which have brought 
information into the foreground. Infor¬ 
mation is now recognised for what it is, 
i.c., a vehicle for the transfer of knowledge 
j and a basic resource, an essential ingre- 
j dient of both the decision-making process 
[and production processes of ail kinds. 

Dr Anderla has used a wide range of 
methods, from conventional extrapolation 
and model constructions to matrix ana¬ 
lysis and morphological research, by way 
•f the Delphic technique and scenario 
writing. They have led to a set of quanti¬ 


fied forecasts, largely coherent, and mostly 
either convergent or complimentary. 

Three conclusions emerge from Dr 
Anderla’s study:- 

First, nearly all the problems connected 
with the generation, transfer and use of 
information have until now largely under¬ 
estimated their ical dimensions, complexi- 
ty and growth dynamics. 

Secondly, information is at present in¬ 
adequately handled by many competitive, 
fragmentary bodies using outdated tools 
and operating under the protection of a 
system which is it self obsolete. 

Thirdly, to cope with the extraordinary 
dynamics of information, vigorous action 


accompanied by appropriate technologies 
is necessary. Action by governments can- 
rot be effective, however unless »t is based 
on an information policy designed to 
make use of this invaluable resource for 
the development of our future society. 

Most of the current estimates, generally 
incomplete and incorporated without criti¬ 
cal examination even in the official docu¬ 
ments of several major international bo¬ 
dies, are gross understatements. To arrive 
at the volume of information that is in 
fact available, they need to be multiplied 
by three. 

The accumulated stock of some 25 to 
30 million documents is increasing rapidly 
because the annual output of knowledge 
and/or information already amounts to 
over two million articles and other pri¬ 


mary sources. We arc thus continually 
adding to a potential world library of 
more than 100 million books. 

Nor is this the whole story. In addition, 
there arc thousands of millions of raw 
observations, miscellaneous measurements 
and basic data which, though elementary, 
arc just as essential for modern manage¬ 
ment and experimental research, because 
both of these rely on the statistical analy¬ 
sis of major series. 

The exuberant growth of information 
is leading to a situation which, to say the 
least, is paradoxical. While we are being 
submerged under a rising flood of mes¬ 
sages, documents and records of all kinds, 
there is at the same time a lack of reliable 
and relevant information in a directly ac¬ 
cessible form in every area at every level. 
Although our society is (Wc hope!) fairly 
rational and administration and regulation 
play a great part in it, we have not yet 
learned how to channel the generation 
of this information adequately or how to 
organise its distribution. Information 
threatens to become a source of pollution 
rather than of greater wealth. 

dissemination of information 

Let us first glance at the generation 
and dissemination of information. Some 
10 to 12 million authors are regularly, or 
occasionally, producing new information 
in the exact and human sciences, techno¬ 
logy, engineering, medicine and education. 
Their papers are published at an increas¬ 
ingly rapid rate in some 50,000 to 
100,000 journals, and they form the sub¬ 
ject of more than 1,500,000 abstracts 
every year, which in turn arc issued by 
more than 1,800 services specialising »n 
bibliographic descriptions. 

Since the value of this literature is by 
no means uniform, some authorities now 
urge quality control. The danger here, 
however, is that the cure could prove worse 
than the disease. On the other hand, better 
coordination would substantially reduce 
duplication and check waste, both of 
which occur on a huge scale and increase 
in geometric progression. 

Another cause of proliferation is that 
our system of values sets a premium on 



eastern economist 


59 


TANTTAltvIl 1 Q 74 









mere quantity. 1 he careers of doctors or 
professors, and increasingly of engineers 
or technologists, largely depend on the 
number ami length of the technical papers 
which they publish. It is thus not surpris¬ 
ing that their “literary productivity” in¬ 
creases on average from 2.5 to 4 per cent 
annually and this, of course, directly affects 
the quantity of information put into cir¬ 
culation. 

The most serious weaknesses, however, 
arc in the management of the services en¬ 
gaged in collecting, processing and re¬ 
distributing information. 

II 

Anachronistic Organisation and 
Management 


it is surprising, to say the least, that, 
in this age of third generation computers, 
about 99 per cent of ail scientific, techni¬ 
cal, medical, administrative and educa¬ 
tional information should still be handled 
by manual or at best mechanical process, 
whereas banking transactions and the 
operations of airline companies, for exam¬ 
ple, are already largely computerised. 

The few automatic data processing 
systems in operation have drawn criticism, 
oltcn contradictory, bu it is generally 
agreed that their services are inadequate. 
Hence the number of users is ridiculously 
small, and the costly equipment and asso¬ 
ciated telecommunications hopelessly 
undcr-uscd. However, it is clear that 
current technology, though it may not be 
able io solve all problems, is sufficiently 
developed to allow better performance 
and a substantially higher degree of 
automation. 

A motley collection of services belong¬ 
ing to central or local government, the 
universities or private enterprises now deal 
with information. No two scientific lib¬ 
raries, documentation centres or data 
banks aie alike, nor do they have similar 
stiucturc or equipment. 

This diversity is partly but not wholly 
justified by ever-increasing specialisation. 
Acting in turn as cause and effect, frag¬ 
mentation and specialisation preserve 
the parochial outlook which distinguishes 
almost all institutions in this vast field. 

Information services are springing up 
like toadstools after the monsoon. New 
agencies aic constantly being set up with¬ 
out considering whether an existing ser¬ 
vice could be organised to perform addi¬ 


tional functions at lower cost. This proli¬ 
feration is now so great that it is impossi¬ 
ble to know whether the specialised 
libraries now existing in the world must 
be counted in tens or hundreds of 
thousands, and whether the total of in¬ 
dustrial analysis and/or documentation 
centres is 30,000 or 100,000, and 
whether there are 400, 800 or 1,200 
data banks. The number of personnel em¬ 
ployed is just as unknown. No reliable or 
even approximate statistics arc available, 
nor can they be compiled because the 
countries and institutions have agreed 
neither on the criteria of qualifications 
nor on the definition of job categories. 

Depending on whether only certified lib¬ 
rarians, university-trained information spe¬ 
cialists, computer engineers and systems* 
analysts are considered, whether docu- 
mentalists, middle-grade executives and 
technicians of all kinds are included, or 
whether all the operators arc counted, 
the permanent staff of information servi¬ 
ces in all the developed countries may 
roughly be estimated at 60,000, or 100,000 
or 150,000 men and women. 

Well over half the flow of information 
bypasses the services, which, in theory, 
should be responsible for analysing and 
storing it. 

handling documents 

On the basis of several estimates which 
tally, research staff, working individually 
or in teams, spend ten to fifteen per cent 
of their time on compiling or handling 
documents. If this percentage is set against 
the total count of scientists of OECD 
countries the inference is that 
information and documentation occupy 
several hundreds of thousands of scien¬ 
tists and their assistants, or at least 
300,000 to 400,000 persons. 

Even if this last figure is added to the 
permanent staff* of the established informa¬ 
tion services, the result is still far short of 
the total numbers who, in one capacity or 
another, also participate in the transfer of 
scientific and technical information. This 
total should also include not only the 
people, usually junior staff, whose task it 
is to record fragmentary items and data, 
but also the hundreds of thousands of 
scientists who analyse, summarise, 
evaluate and translate the writings of 
their colleagues, in most cases periodi¬ 
cally and on a part-time basis. 

It is possible that the management of 
scientific and technical information al¬ 
ready accounts for a million man-years 


of work by professional and sub-profes¬ 
sional staff. 

Ill 

Automation of Information 

The magnitude of the resources already 
used proves that the transfer of informa¬ 
tion is no longer a minor matter — the 
preserve of a handful of specialists or a 
simple documentation problem for tech¬ 
nicians alone. But to reach complete un¬ 
derstanding of the part that information 
will be, or at least should be, required to 
play in world society, allowance must be 
made for its extraordinarily rapid growth 
and increasing complexity. 

By various methods it has been possible 
to calculate a series of qualitative, as well 
as quantitative, forecasts for the next 15 
years. These projections show that by 
around 1985, new information will pro¬ 
bably be generated and circulated at the 
rate of some 12 to 14 million documents a 
year, — six times the present rate and 25 
times the volume of 15years ago. ■* 

The only solution to this staggering ava¬ 
lanche of information is intensive auto¬ 
mation. By 1985, automatic data-proces- 
sing systems should be able to cope wjth 
at least one fourth and possibly one third 
of all transfer operations. In other words, 
between today and 1985 the number and 
processing capacity of systems now in 
operation will have to be multiplied by A 
50 or one hundred. 

Comparing these forecasts for 1985 with 
present quantities, it can be deduced that 
the growth of information will certainly be 
exponential and that the rate will reach 
12.5 per cent a year. However, the use of 
automation in information processing will 
also increase, at a rate of some 20 to 30 
per cent, between now and 1978-80, rising 
to 40 per cent thereafter. 

The combined icsull of these successive 
geometric progressions will be equivalent 
to an exponential growth, assumed to be 
constant, of 33 per cent a year. In fact, 
the manufacturers of the equipment—ter¬ 
minals, reproduction media, microforms, 
cable television* -for the new automation 
systems are reckoning on an even faster 
rate of market growth, i.e. 35 to 50 per 
cent a year over the next ten years. 

Sources and acknowledgement: This is 
the first of two articles summarising the 
imporant report dmwn up for the OECD 
by Dr Georges Andcrla of the University 
of Paris, but he is not responsible for the 
emphasis of my summary nor for my in¬ 
terspersed comments, based on a variety 
of sources. A second and final article 
will appear ne;!t week. A 
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Vienna: 

Energy crisis casts its shadow 


E.B. Brook 

Tun ou> year has closed overcast and with 
not a few storms. The need to use petrol 
and other fuels carefully has taken some¬ 
thing of the glitter off Europe's most self- 
indulgent season; the outlook for 1974 
is of continuing need for economy, of 
reduced growth, of threatened peace and 
of conflicts of interests within west Euro¬ 
pe's economic grouping. The greatest cheer 
is to be found in the similar difficulties 
other parts of the world are experiencing 
and the greatest good in the urgent need 
and search for more self-reliance in 
industrial essentials among the most 
advanced industrial countries. 

Not a little ironically the Markets latest 
ihig row has arisen because Britain, until 
lately the mightiest imperial power in 
Europe, is finding its Market partners 
■ -especially West Germany - unwilling to 
give it as much money as it urgently 
needs to develop its own poorer regions. 
Oddly, the British with the Irish and the 
Italians stand together as applicants for 
aid from the Market’s regional aid fund 
and angrily demand more from the pool 
than the other contributors arc willing to 
pay out. France has scarcely been able 
to conceal its glee at the uncommon sight 
of its two historical foes, Britain and Ger¬ 
many, at loggerheads and the other 
Mailed members arc not a little non¬ 
plussed. Historically, the situation is 
almost ludicrous: factually, it serves to 
emphasize how utterly the world has 
changed. Its experience with the Mar¬ 
ket — two unsuccessful applications 
to join in the ’sixites and now a 
squabble to get some aid - • docs not 
make Britain love the organisation or the 
modern concept of Europe. For the Bri¬ 
tish prime minister, who forced Market 
membership through his Parliament, the 
present struggle for sufficient aid is as poli¬ 
tically vital as his own domestic econo¬ 
mic problems. 

*-British attitude 

The situation is made unnecessarily 
difficult by the British government’s 
habitual attitude with the Market of 
trying to hurry and force decisions. If 
the British Foreign minister had heeded 
the advice of one of Britain’s own 
commissioners in Brussels — "What 
matters most about the size of the re¬ 
gional aid fund is not any magical sum 
finally inscribed in the Community bud¬ 
get for 1974, but the ability of the fund 


to grow steadily with good husbandry of 
its spending” — he would have done 
belter. The fact is that the size of the fund 
will depend mainly on the West German 
tax payers’ willingness to contribute, and 
in present circumstances — with expected 
growth next year down to one percent and 
a price index rising eight per cent—-that 
willingness is meagre. The Germans, like 
Britain's commissioner, feel that modest 
stait with the fund and careful develop¬ 
ment of it is far preferable to a rash 
handing out of largesse to two poor ap¬ 
plicants—Italy and Ireland—and to one, 
Britain which all Europe considers could 
do much better for itself. 

The formation of the fund, like the 
monetary union, has been postponed. 
The principle of regional aid is not chal¬ 
lenged; this aid is necessary if the Market 
is to retain its economic health. Europe 
— that is, west Europe — is too small to 
accomodate distressed areas. At the mo¬ 
ment, however, there is little prospect 
of early and significant initiative on 
regional development or on monetary, 
industrial or economic policies hi the 
Market area. 

alternative sources 

Meanwhile^ Europe concentrates on oil 
and on alternative sources of energy. There 
is a sudden hurry towards the use of nuc¬ 
lear power: West Germany is fairly soon 
starting up a new large reactor and the 
West Germans and French arc beginning 
to patch up their differences as to which 
means of producing nuclear energy should 
be used. But atomic energy stations take 
a long time to build-- that at Dungencss 
is already six years behind schedule-- 
and costs build up stiadiiy. 

The oil shortage is at present in many 
ways more propaganda than actual. 
Britain is the only country to state fran¬ 
kly its basic necessities are covered. The 
French are suspect because they are under¬ 
stood to be negotiating a direct deal with 
Saudi Arabia for extra oil in 1974, a 
move which could further damage Market 
unity. President Bourgiba of Tunisia has 
assured Britain, France, West Germ my 
and Austria that they will not go short of 
Arab oil and Libya remains an odd min 
out from the Arab oil cuts while Iraq is 
increasing its oil flow. In Holland, theo¬ 
retically the country most hard hit, the 
oil storage facilities are full and reserves 
have actually increased. Some govern¬ 
ments, notably those of Holland and West 


Germany, tend to be a trifle hysterical 
about oil: the French arc coolly silent and, 
generally business carries on very much as 
usual. There arc threats of austerity in 
1974 but some governments are crying 
wolf too often to be entirely credible. 

The people who have little or no con¬ 
sideration in the oil supply cuts and, more 
especially, in the rising price of oil. are the 
industrially developing countries of Asia 
Africa and South America. The increased 
prices of oil — shortly to go up again — 
may very well lose the less developed in¬ 
dustrial countries most of the ground they 
have so laboriously made up in the last 
20 years. This loss will coincide with 
damaging debt problems 

mounting pressures 

The pressures will corn: from three di¬ 
rections. First is the rising cost of oil 
which may easily force up the total 
current account deficit of the combined 
industrially developing states by nearly 
four billion dollars to almost $ 12 billion. 
India, Brazil, Singapore and South 
Korea, the heaviest importers, will 
suffer the most. The second source of 
intense pressure will be the rise in non-oil 
import prices. The boom in recent years 
in commodity prices which has bene¬ 
fited the industrially developing 
areas will begin to have it boomerang 
effect in price increases of exports from 
west Europe and the USA. An increase 
of 10 per cent in 1974 seems to be a 
conservative estimate and could 
add another 2.8 billion dollars to 
the current account deficit. At the same 
time there is likely to be a rapidly 
decreasing rate of foreign exchange earn¬ 
ing as downturns in the rates of growth 
in the USA and west Europe reduce their 
purchases. 

This prospect of falling comm >dily 
prices and reduced sales combined by 
heavier expenditure for oil imports is 
made the more serious by the rapid in¬ 
crease in borrowing in the Eurocurrency 
markets by a number of t he least develop¬ 
ed countries. The problem will be greatest 
for these weakest countries wnich are 
neither so important nor so potentially 
prosperous as to attract funds from the 
areas, such as the Arab states, which have 
more money than they can handle. It is 
to be expected thu the difficulties of the 
economically mighty will be darkly re¬ 
flected in the economically we.tkcr. 
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TRADE 

WINDS 


RBI Curbs on Foreign 
Firms 

Thh Reserve Bank of India re¬ 
cently imposed restrictions on 
the trading, commercial and 
industrial activities of foreign 
companies, foreign nationals 
and Indian citizens residing 
abroad. The restrictions, im¬ 
posed in the form of statutory 
obligations under Section 28 
and 29 of the New Foreign Ex¬ 
change Regulation Act, 1973, 
came into force from January 
1, 1974. Under Section 28 of 
the Act, no person resident 
outside India (including Indian 
citizens) or a foreign citizen 
resident in India or a company 
(other than a banking com¬ 
pany) incorporated abroad or 
in which the non-resident in¬ 
terest is more than 40 per cent, 
as well as its branches, can ac¬ 
cept appointment as agent or 
technical or management ad¬ 
viser in India of any person or 
company without the permis¬ 
sion of the Reserve Bank of 
India. Such companies or 
persons also cannot permit any 
trade mark, which it/he is en¬ 
titled to use, to be used by 
others without the bank's per¬ 
mission. The Reserve Bank's 
permission is also required in 
cases where appointments as 
agents or advisers arc held by 
the said persons or companies 
prior to January 1, 1974, or 
vtfiere the permission for the 
use of trade mark granted by 
them continues to be valid on 
that date. 

Under Section 29, the per¬ 
sons and companies mentioned 
above, are required to obtain 
the bank’s permission for car¬ 
rying on in India any activity 
of a trading, commercial or in¬ 
dustrial nature establishing an 
office or branch of any busi¬ 
ness in India, acquiring, cither 
wholly or partly, any business 


undertaking in India or pur¬ 
chasing shares of Indian com¬ 
panies. This statutory obliga¬ 
tion, which also comes into 
force from January 1 will also 
apply to cases where the per¬ 
sons or companies have been 
carrying on trading, commer¬ 
cial or industrial activities in 
India before January I, 1974 
or where offices and branches 
were established by them for 
the purpose before that date. 
Applications for permission to 
continue such activities or 
offices, falling within the pur¬ 
view of both the sections of the 
Act, should he made to the Re¬ 
serve Bank of India within six 
months. Persons or companies 
holding shares of Indian com¬ 
panies at the commencement 
of the new Act should apply to 
the bank within this period for 
permission to continue to hold 
the shares. 

Property Abroad 
to be Declared 

The Reserve Bank of India 
has asked persons, firms or 
companies in India holding im¬ 
movable property abroad to dec¬ 
lare the holding to the RBI in a 
prescribed form before April 1. 
In a press release, the RBI an¬ 
nounced that without its per¬ 
mission no Indian citizen resid¬ 
ing in India or firm, or com¬ 
pany registered or incorporated 
in the country could acquire, 
hold, transfer, or dispose of 
any immovable property situat¬ 
ed abroad. Such permission 
was not, however, required in 
respect of immovable property 
acquired or transferred by way 
of lease for a period not ex¬ 
ceeding five years. 

Car Prices 

In pursuance of the judgment 
of the Supreme Court delivered 
on November 24, 1971, direct¬ 
ing the central government to 


review the selling prices of the 
three makes of cars manufac¬ 
tured in the country every six 
months and in consideration of 
the claims submitted by the 
manufacturers for increase in 
the prices of cars, the govern¬ 
ment has issued fresh orders 
amending the Motor Cars (Dis¬ 
tribution and Sale) Control 
Order, 1969. Under the new 
Motor Cars (Distribution and 
Sale) Control ( Amendment) 
Order, 1974, the cx-factory 
prices of the passenger cars in¬ 
clusive of dealers’ commission 
and exclusive of excise duties, 
central duties, central sales tax 
and local taxes, if any, and 
transportation charges would 
be as follows from January 1, 
1974. 

Ambassador Rs 18,300, Pre¬ 
mier President Rs 17,980, Stan¬ 
dard Gazel Rs 17,840. These 
prices will be operative upto 
June 30, 1974. 

Excite Duty on Coal 

The union government de¬ 
cided to put up the excise duty 
on coal marginally-—by five 
paise a tonne. The increase 
will fetch the Coal Mines Au¬ 
thority of India an additional 
amount of Rs four crores to 
its present income of Rs 14 
crores through this source. 

Advisory Council 
on Trade 

The sixth meeting of the 
Advisory Council on Trade was 
held in New Delhi in the first 
week of January under the 
chairmanship of the minister 
of Commerce, Prof. D. P. 
Chattopadhyaya. The coun¬ 
cil reviewed the performance 
of the commercial aspects of 
the economy of the country 
and discussed problems rela¬ 
ting to expansion of exports 
and regulation of imports, 
especially in the context of 
rise in crude oil prices. 

Use of Organic 
Manures 

An all-India conference to 
discuss effective use of organic 
manures on a massive scale to 
increase agricultural production 
was*held on January 4, 1974. 
Ministers of Agriculture, Urban 
Development and Local Self-go¬ 
vernment from states and union 


territories attended the con¬ 
ference which was inaugurated 
by the union minister for Agri¬ 
culture, Mr Fakhruddin Ali 
Ahmed. The union ministry 
of Agriculture has prepared a 
comprehensive programme for; 
exploiting local manurial re¬ 
sources for production of or¬ 
ganic manures in the fifth five- 
year Plan. Provision has been 
made for an outlay of Rs 9 
crores in the central sector and 
Rs 9 crores in the state sector. 
The ministry of Works and 
Housing has also provided Rs 
10 crores for development of 
urban compost and sanitation. 

It is proposed to set up 
mechanical compost plants in 
45 cities and also undertake 
300 sewage irrigation schemes. 
A large scale campaign for 
production of rural compost 
and establishment of'gobargas? 
plants is also to be launched. 
The programme for exploita¬ 
tion of organic waste for pro¬ 
duction of organic manures 
has assumed great importance 
in view of the shortage of ferti¬ 
lizers in the world market, oil 
crisis and increase in shipping 
freight charges. 

More STC Offices 
Abroad 

The State Trading Corpo¬ 
ration proposes to introduce 
the “regional grid” concept in 
foreign countries by setting up 
more offices in unrepresented 
areas to widen its trading oppor¬ 
tunities. The STC has already 
established 19 foreign offices at 
important trading centres in 
selected countries of the world. 
The overall performance of 
foreign offices is being review¬ 
ed and trading opportunities in 
the various regions being 
assessed. This may result in 
having regional headquarters in 
eastern Europe, western Eu¬ 
rope, north America, south 
and central America, south¬ 
east Asia, west Asia and north 
Africa. 

Bangladesh Plan 

The Bangladesh government 
has approved the country’s 
first five-year Plan. The Plan 
envisages an investment of 
Taka 4500 crores in the pub* 
lie sector. Highest priorit) 
hgs been given to agricul* 
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turc in order to achieve self- 
sufficiency in food in the shor¬ 
test time possible. An amount 
of Taka 1041.09 crorcs has 
been allocated for development 
of agriculture through various 
ministries of which the minis- 
s try of Agriculture will directly 
spend Taka 459.10 crorcs. Of 
the allocation made directly to 
the ministry of Agriculture, 
Taka 183.07 crorcs has been 
earmarked for sinking tubc- 
vrells for irrigation. Taka 74 
crorcs for low-iifl pumps. Taka 
436.08 crorcs for fertilisers, Taka 
fc().92 for pesticides. Besides, 
Taka 25 ciores will be spent 
for improvement of jute, cot¬ 
ton and tobacco cultivation. 
An amount of Taka 18.44 
crorcs lias been earmarked for 
improving agricultural market¬ 
ing. Taka 500 crorcs lias been 
allocated for the development 
ofjpower generation and disin¬ 
flation. The first five-year Plan 
envisages to reach electricity to 
the country-side, The initial 
objective would be to provide 
power supply lo all townships 
or large villages. 

Role of Nationalised 
Banks 

Steps to improve the per- 
* formance of the nationalised 
banks, to remove any unintend¬ 
ed effects of the credit squeeze 
by the Reserve Bank ami to 
bring uniformity in the tales 
of sales lax all over the country 
were discussed at a series of 
high-level meetings. The Reser¬ 
ve Bank Governor, Mr S. Jagan- 
nathan, told a meeting of 
state representatives that na¬ 
tionalised banks could finance 
^rural electrification and hous¬ 
ing programmes only on a 
selective basis. These banks, 
which were already hard-press¬ 
ed on their resources by in¬ 
creased commitments lo the 
priority sector, could not ac¬ 
cept some of the proposals 
*\vhich may not be bankable, lie 
said at a meeting of the nor¬ 
thern regional consultative 
committee on nationalised 
banks. The meeting presided 
over by Mr Y.B. Chavan, uni¬ 
on Finance minister was also 
attended by the chairmen of 
several nationalised banks in¬ 
cluding the State Bank. While 
expressing satisfaction over the 
- expansion of branches and dis¬ 


persal of credit in the priority 
sector by the nationalised 
banks, Mr Chavan felt that 
much remained to be done in 
both directions. 

G.D. Birla for 
Government- 
Industry Dialogue 

Mr G. D. Birla recently 
pleaded for a ‘‘dialogue bet¬ 
ween businessmen and the 
government” lo find a mean¬ 
ingful solution to the gigantic 
problems facing the country. 
Refetring to the emphasis re¬ 
peatedly laid by the Prune 
Minister, Mrs Indira Gandhi, 
on the imperative need for 
increasing production, Mr 
Birla slated, that the govern¬ 
ment should try lo take greater 
advantage of the businessmen's 
expel icncc in the field of in¬ 
dustrial activity. 

Inaugurating the silver 
jubilee convention of the 
Gujarat Chamber of Com¬ 
merce and Industries, Mr Birla 
relencd lo the grave crisis 
laced by the country and the 
world as a whole due to the 
Arab states’ oil squeeze, lie 
also reminded the govern¬ 
ment that the credit squeeze 
imposed by the Reserve Bank 
had failed to bring - down 
prices while it had hampered 
productive activity. Mr Birla 
pointed out that while mea¬ 
sures like credit control might 
have their limited utility, it 
was only increased production 
that ultimately solved any 
economic crisis. Too much 
talk of long-term measures 
without emphasis on the im¬ 
plementation of immediate 
tasks would lead the country 
nowhere. Mr Birla wanted 
both the government and in¬ 
dustrialists to show greater 
awareness of the problems 
created by the present world¬ 
wide oil crisis. Productive 
activity in Europe would suf¬ 
fer due to the oil scarcity, 
thus leading to a reduction 
of their imports from this 
country and this would result 
in a grave economic crisis in 
India, particularly as regards 
the foreign exchange require¬ 
ments. He also urged business¬ 
men and industrialists to realise 
that even if the government 


ignored them, it was their duty 
as patriotic Indians to do 
their best to accelerate indus¬ 
trial activity, it was no use 
continuing the traditional la¬ 
ment over various difficulties, 
for it was in adverse situa¬ 
tions that the mettle of a busi¬ 
nessman was tested. 

Mr Bit la emphasised that 
this country had not only 
brains and sincerity of pur¬ 
pose but also abundance ol 
natural resources and a vast 
consumer market. It was for 
the government to find out 
as to how these favourable 
factors could be harnessed for 
the vital tasks of national 
progress. Mr Birla paid glow¬ 
ing tribute to the role played 
by Gujarati businessmen and 
industrialists both during the 
freedom struggle and after 
independence. 

Imported Raw 
Materials for Small 
Industry 

The union minister for 
Commerce, Prof. D. P. Chal- 
topadhyaya, assured the small 
scale industrialists that every 
elfort would be made to pro¬ 
mote and encourage the small 
scale units and informed that 
several distinct measures in 
this respect have already been 
taken. He said that additio¬ 
nal allocation of imported raw 
materials was being made to 
the units, which were engaged 
in the industries exclusively 
reserved for the small scale 
sector. Such units would be 
giantcd import licences for a 
value 20 per cent higher than 
that of last year. Prof. Chat- 
topadhyuya was addressing the 
annual convention of the Fede¬ 
ration of Associations of small 
Industries recently. 

The Commerce minister 
pointed out that in order lo 
compensate for the rise in 
prices, the import entitlement 
of actual users, both priority 
and non-priority, in the small 
scale sector, would be enhanc¬ 
ed by 25 per cent in respect of 
non-ferrous metals and mild 
steel. The basis of licensing to 
new units in the small scale 
sector has also been liberalised, 
he added. Entitlement of such 
units for imported raw materials. 


components and spates woul> 
be calculated at 40 per cent r 
the value of machinery a 
against 30 per cent in the las 
year. The maximum valu< 
limit for new units has ;i!s» 
been raised from Rs 75,(>00 t 
Rsone lakh for non-prioriiv an 
from Rs 1.5 lakhs to Rs lw< 
lakhs per annum for priont; 
indus-tries, he said. 

Referring to difficulty ii 
procurement of law material 
and components fnun rupc 
area countries. Prof. Chuttopu 
dhyava added that to reined; 
the situation, the surrendciet 
value of mpec area licences 
in respect of non-piinrity units 
shall betaken as utilised; am 
for prioiity units, the surrend 
cred value shall he taken as. 
value of consumption for tlu 
purpose of grant of licences 
In order to provide greats 
flexibility to industries, aclua 
users in priontv industries wil 
be pcmiitcd to import again* 
their A.U. licences any item ol 
raw material and components 
upio 5 per cent of the value 
of the licence, sub ject to certain 
conditions, even though the 
items may not be normally 
permissible for import. 

Names in the News 

Mr G.D. Naidu, well-known 
industrial scientist, died on 
January 4, 1974. He was 80. 
Mr Gopalaswamy DoraLwumy 
Naidu, inventor of a variety 
of mechanical devices, was 
among the earliest to offer 
cheap radio sets and several 
other gadgets lor sale in tHe 
market. 

Mr Ron Dev KLohli took 
over as the chief executive of 
the Shipping Corpoialion of 
India, on December 31, 1973 
relieving the chairman, Mr C. 
P. Srivastava, who takes up 
charge as secretary-general of 
the Inter-Governmental Mari¬ 
time Consultative Organisation 
in London. 

Mr M. S. Lai has taken 
over as Chairman of the Hin¬ 
dustan Steel Works Construc¬ 
tion, a public sector undertak¬ 
ing under the Steel Authority 
of India. Mr Lai has held 
senior managerial positions in 
the Bhilai and Bokaro steel 
projects. 
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A challenging future calls for 
greater austerity & hard work 

Kamaljit Singh, Managing Director 

(Marketing Division),Indian Oil Corporation Limited 


. Following is the spnotli dolivered by Sliri Kamaljit Singh, 
Chairman of the 14th Annual General Mccriinn of ihn Indian Oil 
Corporation Limited hold on the 17th December, 1973 at Now Delhi: 

At the outset, and before going over tho woilring result's of iho 
year, it is necessary to dwell on cun.w itn.unt dcvrli.-imenta in West 
Asia, which aroof considerable imporhuico to iliy uA industry in Indio. 
Various factors have helped to guih up thy woiid piiyys ol crude oil 
to phenomenally liigh levels Compared to tho pi ire*: of crude oil 
prevailing about two years back, the present prit.es h West Asia aro 
almost ton fold. Such a tteep inc'eano in :.o a t hoit period has been 
unprecedented in the world crude oil market, rhewj dewlopments 
have, at one stroke, increased slfvply thj ton.iyn exchange dmin on 
the country for the import of cmdi- oil and other petroleum products. 
It is also nof easy to secure nfloquate supplies of oil, Oithar O') c short¬ 
term. or on a long-torm ha-, is ’Ih,* oulluok for the future k neither 
bright, nor oven clear; and India nlongwith severe) other Notions, has 
had no alternative but to tighten uc bulb and eeck all possible stops 
for the conservation, arid a very cautious utilisation^ of the available 
energy resources. Obviously, such n major development is bound to 
affect the future outlook of your Corporation as rogards growth, 
planning and profitability, Whiio the Government of India and your 
Corporation are fully olive to this problem, it is much too soon to 
estimate what.precise of facts will be folt on the progress end profita¬ 
bility^! your Corporation In future years. 



depreciation and interest and for 
adjustment of prior years, were 
Rs,49*17 crores as against Rs.36-94 
crores during the previous year. 

Your Corporation is determined to 
make every effort to maintain its 
profitability, inspite of adverse conditions end the grave challenges 
looming ahead. 


Shri Kamaljit Singh 


The paid up Capital of your Corporation continued to be Rs. 71-18 
croros. During the last nine years, your Corporation earned net profits 
totalling about Rs. 127 crores. and channelised general revenues to 
Government through Customs and Excise Duties to the tune of 
about Rs. 1900 crores. 

Your Corporation has been lapdying to the Government of India, 
nccoiding to schedule, the Joans taken from thorn. Out of total loans of 
Rs 94-53 crores drawn from the Govornmont of India since 1964, 
your Corporation has repaid about Rs. C3 -36 croies and the loan due 
to Government on 31-3-1973 stood at Rs. 25 17 crores Various 
steps were also taken for the piompt colled ion of outstandings due 
to your Corporation from the customers. At tho end of the year, the 
total outstandings from customers represented about nine days’ 
sales. 

* CONSTRUCTION OF NEW REFINERIES 


YEAR OF CHALLENGE 

Turning to tho year under report 1972-73 turned out to be a year 
of sustained progress for your Corporation, tho details of which will be 
later. However, despite such progress, during the year 
iy/2-73 itself, jjirins weie evident of grave stressos fn tho national 
!f < ? t n 0 u r W * nd . b;«P increa'ier, in tho cod of living; and these neces¬ 
sarily had their influence on tho stylo and working of your Corporation. 
Lventhouoh your Corporation made increased profits during the yoar, 
4 U 10 * ake several steps for economy and austority in its operations, 
fn the context of tho overall national economy. For example, your 
Corporation has dispensed with the customary printing and distribution 
of Calendars end Dianes for the yoar 1974. At tho same time, your 
corporation was also called upon to shoulder Increasingly higher 
responsibilities towards society and to foster the common weal* The 
year was one of severe drought end acuta scarcity (it several parts of 
the country and your Corporation made substantial donations to 

hf ri #?i l l S i Re *l of i Fu H? s ‘ n k r,ef ' though your Corporation continued to 
be tho leader in tho corporate sector, with the largest profits of any 
company whether in the public sector or In the private sector. It has 
had to assume a dual role, on die one hand as a pace setter for 
economy and austerity, and, at the same time, as a torch bearer in 
fulfilling larger social responsibilities. 


It was a day of great significance for your Corporation when tho 
Prime Minister recently laid the foundation stuno of the proposed 
refinery near Mathura with an initial annu a I capacity of i>ix million 
metric tonnes, and with provision for possible expansion at a Utter 
date. Various preliminary steps have already been token in order to 
commence the actual construction of this refinery ac early as possible. 

As an adjunct to the refinery, a 1200 Kins long pipeline has been 
planned from Salaya, a village on the Gujarat coast to Mathura. 
Reconnaisance surveys and other Investigations have been conducted 
over the proposed route of the pipeline. Your Corporation is also 
planning to commission the most up-to-date unloading facilities for 
crude oil at the offshore terminal near Salaya. Necessary hydrographic 
and Seismic surveys have been undertaken recently. This will be the 
largest refinery complex in India and, together with the pipeline and 
other related facilities, will cost about Rs. 217 crores. We are glad that 
technical collaboration has been promised by the U.S.S.R, in e lorgeP 
measure for the Construction of this refinery. 

T 

The construction of the Haldia Refinery has reached an advanced 
Stage, inspite Of various difficulties and delays during tho construction 
phase. Fuel part of the Refinery is expected to be commissioned in 
middle 1974. 


WORKING RESULTS 

tmJ! or iw r C SI poritlon, i l W i? s e ya . ar 9* continued progress on al 
fronts. During the year, the three refineries at Gouhatl, Barauni am 
Koyali processed a total quantity of 6*91 million metric tonnes o 
crude oil. as against 6*72 million metric tonne?; in the previous yeai 
me sales turnover of your Corporation amounted to Rs. 996 crorci 
in the previous year, -resulting in an incrensi 
?L row ■ , 0 l a vo * ume °f products 5 old also increased b) 

2 ? u P from 13 68 million kitoTitres to 16 00 millior 

JJ? e . OV r 0 rI a Hc!r arkct Participation of yoi,r Corporation incroasec 
irom 04 4 % to 59 - 2 %, 


FINANCIAL RESULTS 

The total profits duritig tho your, boforo pi ovidinp for dopteciation 
ann microst, were Rs 56 3? c f r*r , vi, as opahist Rs. 53-42 crores ip 
the previous year In 1972-73. tho net ftrofits, after providing for 


This does ‘wt purport to be a record of the j )rocv 8 dirrj? of the Meeting 


OPERATION OP EXISTING REFINERIES 
As regards the three operating refineries, the Gauhatl Refinery 
had a crude throughput marginally less than in the previous year.jdue 
to emergency shutdowns and shortage of power. However, the 
refinery commenced production for the first time, of low-sulphur fuel 
oil for the use of the Chandrapur Power Station, and also of liquid 
petroleum gas (Indane). The Barauni Refinery processed 2-39 million 
metric tonnes of crude ,oll as against 2 -28 million metric tonnes in 
the previous year. The refinery also processed imported crude for the 
first time during the year, after minor modiiicaiions were successfulfy 
made to the refinery facilities. Your Corporation has worked out a 
major scheme for revamping the Barauni Refinery, to enable it to 
process imported crude and achieve a capacity of 3 -4 million tonnes 
per annum The Gujarat Refinery processed 3 -73 million metric tonnes 
of crude oil as against 3 *64 million metric tonnes in the previous year. 
Schemes tor expanding the capacity of this refinery to 7-3 million * 
tonnes per annum have already been approved by the Government 
and preparatory steps are in progress. Your Corporation also propms 
to maximize tho production of Benzene, to meet the demands inside 




the courtfry end for possible export In order to improve rho general 
• working ol all refineries, a service-group has bees erlabitnlwl as part 
Ot a Central Services Organisation. This group renders technical advice 
to tho refineries in venous fields tike corrosion cnntioi. improved 
jMpaimcnance, import substitution, etc. It Is gratifying to note that tho 

Ceyfon Petroleum Corporation of Sit Lanka also hvun ttubsenbirtg 
to This Central Services Organisation, thereby pooling the available 
expertise. 


PERFORMANCE OF PIPELINES 

The Gauhati-Siliguri, the Barauni-Kanpur, the Barauni-Halaia, the 
Haldla-Maurigram and the Koyali-Ahmedobad Product Pipelines 
transported a total quantity of 3 *23 million metric tonnes of products 
during the year. Your Corporation commissioned the Haldia-Maurigram 
Section of the Product Pipeline during the year; this pipeline trans¬ 
ported more than 6 lakh metric tonnes of products during the yo&r. 

Construction work on the Maurigram-Rajbandh section of the 
pipeline is in progress, From November 1972, the existing Haldia- 
Barauni produc t pipeline was used for the transportation during the 
Test of the year, of about 1 *7 lakh metric tonnes ol crude oil hom the 
‘ttaldia port to the Barauni Refinery. Your Corporation s pipeline 
engineers also successfully handled difficult assignments like realign¬ 
ing and lowering the submerged river crossing section of the Haldia- 
Maurigram pipeline to allow for desilting of tho Damodar river bed 
and the emergency diversion of a section of the Koyali-Ahmedahad 
product pipeline due to change in the course of tho liver Wauak; 
jind these tasks were completed without interrupting pumping opera- 
%ons. For the continuous and efficient maintenance and monitoring 
of pipeline operations, your Corporation is taking steps to introduce 
the most modern ultra high-frequency telecommunication system for 
the Haldia-Barauni-Kanpur product pipeline. 

MARKETING ACTIVITIES 
Storage Facilities: 

Besides tho existing network of 16 port installations, 8 pipelines 
installations, one inland installation and 115 bulk depots, the Corpo¬ 
ration, has commissioned storage facilities for uso by the Railways, 
Cement Companies, Fertilizer Companies, the State Trading Corpo¬ 
ration etc. Additional bulk storage facilities ere being commissioned 
at Mangalore, Tuticotin and Bombay, 

Retail Trade: 

Your Corporation's retail trade made impressive pi ogress during 
tho year. 159 new retail outlets wero commissioned, bringing up tho 
total to 3311 at the end of the year. Out of the existing retail outlets, 
238 were further modernised by provision of additional facilities, 
remodelling, otc., thus enabling bettor service to the motoring public. 
With these steps, the average monthly sale per retail outlet went up 
substantially (Motor Spirit from 12 KL to 15 KL end H.S D. from 31 KL 
to 39 KL per retail outlet). As a result, for the first time in the history 
of your Corporation, motor spirit is not being raised to sale to tha 
private oil companies. 

m Your Corporation's retail trade has also helped to give gainful 
employment to several war veterans or their families A*; on 31 -3-1973, 
as many as 450 dealerships and distributorships were awarded to 
defence personnel, their widows or dependents, besides 340 to 
unemployed graduates, in terms of the older schema To improve the 
retail supply of kerosene, your Corporation has recently undertaken 
the sale of kerosene at selected points directly to customer, over 
and above the normal trade channels of supply through agents, 

Indane* 

* The erratic supply of electrical energy and other fuels has created 
a sudden spurt In the demand for Indane (LPG) used eu a domestic 
fuefand the number of enrolled Indane customers went up by more 
than 30%, as compared to the previous year. As cylinders were not 
available in adequate numbers, and as there were rail transport bottle¬ 
necks due to floods, etc., there have been sporadic difficulties in 
reaching Indane gas promptly to customers in some areas. Your 
Corporation is giving extra attention to these problems and has taken 
definite steps to ensure the prompt supply of Indane to customers in 
outlying cities also. 

Imports; 

During tha year, vour Corporation imported approximately 3 5 
million metric tonnes of bulk refined products and base stocks, valued 
at about Rs. 60 crores. Your Corporation also arrariyod for th:> imports 
of .more than 9 lakh tonnes of crude oil on behalf of Dangle Dash, 
betides despatching about 1 *2 lakh tonnes of petroleum products 
from India to Bangle Dash. 


Import Substitution: 

Your Corporation continued to attach the gioaiest importance to 
dovofnpmg indigenous equipment and processes, in o/der to reduce 
dependence on imported parts and to :qve foreign exchange- Three 

offierrr of tho Aviation Department of your Corporation were awarded 
"Import substitution awards’' and your Corporation received a silver 
shield for the development of tho 45 kilolitre giant refueller for dumbo 
Jets In the hold of lubricants, your Corporation accelerated the 
process of change-over from Mobil premium branded products to 
IOC's own brands. Several additional brands received the necessary 
authorisation from tho standardisation authorities controlling the 
sper.it k: a lions. Thus, tho proportion of IOC's own brands (in the total 
production by the Indian Oil Blending Limited, a 50-50 partnership 
concern between your Corporation ond Mobil Corporation Inc) 
increased from 40% during tho lost year to about 61% during the 
curent year. Your Corporation's officers in tho Refinories & Pipelines 
Division were associated with tho "Technicol Development Committee 
for indigenous materials" formed by the Refinery end Fertilizer 
Industry ond several complicated items like high temporature sorvice 
valves, tubes for heat exchangers, cathodic protection rectifier units, 
flow recorder charts, fuel injector pipes, etc. were got indigenously 
fabricated. 


ECONOMIES AND IMPROVEMENTS 

In the face of continuous challenges, your Corporation took 
several steps for achieving economies. By closer control on all opera¬ 
tions during marketing, the percentage ot stock losses during storage 
and handling was brought down Irom 0 05% in the previous year to 
0 03?'. in the current year. Inland distribution arrangements wore 
generally improved in consultation with the Railways. Your Corpo¬ 
ration's fleet of tank trucks was also used mote intensively (resulting 
in a 14 2% increase in utilisation). Likewise, tho tanker Hoot handled 
a larger number of shipments, as compared to the previous year. 
Efficiency Research Studies of Systems and Procedures wore con¬ 
ductor! to ensuie better utilisation of manpower and other facilities. 
In older to instil pioduciivity consciousness, various programmes and 
training schemes were carried out at all lovels. These steps resulted 
in increased productivity, reduced cost per unit sale and Improved 
profitability during the year. 

WELFARE 

Your Corporation took an active part in fightinq drought conditions 
in various States by making several tankers available for distributing 
water. Apart fiom this, your Corporation ako made liberal donations 
to tho Drought Relief Funds of the Stato Governments. Apart from 
'cash donations made directly by your Corporation, donations were 
also made voluntarily by your Corporation's employees and doalers. 

Your Corporation continued to devote adequate attention to 
various welfare measures to the employees. The Industrial Relations 
were, by and large, satisfactory, consequent upon the management 
establishing a line of communication with the employees. The rela¬ 
tionship wilh the union leaders is cordial and regular mootings are 
held with the staff at all levels to establish whether there are any 
problems and to evolve quick solutions. The Long Term Wage Agree¬ 
ment with the employees of the Marketing Division ended on 
31 -12-1972. The Agrcomont with the Refineries and Pipelines Division 
is due to expire on 31st December. 1973 Your Corporal ion entered 
into a Short Term Wage Settlement with the unions of the Market¬ 
ing Division for tho calendar year 1973, which hopefully would pave 
the way for wage negotiations for the futuro. It is my firm belief that 
a band of well irainod and dedicated employees is the most precious 
asset lor any Organisation. This is particularly true at this juncture 
when the country and tho oil industry have to face major challenges 
in future. In order to prepare the staff and officers for tho onerous 
tasks that lie ahead, your Corporation has an intensive training pro¬ 
gramme for the employees. The objective is to impart new skills and 
knowledge to the staff and officers, so that they are in a position to 
shouldur the responsibility and authority delegated lo thorn. This has 
enabled your Corporation to fill up most management positions by 
promotion from within, instead ol resorting to external recruitment. 

I am confident, that whatever changer* may tako place m future 
in the overall energy picture of tho country, oil will continue to have 
a crucial role. And therefore, while I tako this opportunity to place on 
record the appreciation of tho work of oil employees and dealers of 
the Coiporotion during the year, both on brhnll of the Board of 
Directors and on my own behalf, I once again invito all concerned 
to face the challenges of the future with an increased senvr of dedica¬ 
tion and by sustained hard work. I am sure your Corporation can meet 
the challenges of the future with confidence and compoionco. 

With these remarks, I now propose thot the accounts bo adopted. 
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Thiru N. Malmlingam 

Ladies and Gentlemen. 

J have pleasure m welcom¬ 
ing vt*u at the Twelfth Annual 
(icncjul Meeting of your com¬ 
pany which, incidentally, is 
home, held ju a year which 
marks the fiist decade of suc¬ 
cessful opeialion of the sugai 
mill and which also promises 
to ushc<* m a new era of further 
dynamic expansion in many 
directions. 'Ihe Reports and 
Accounts lor the year ended 
June, 30. 1973 have been with 
you for some time and ) shall 
lake them as read. 

Before proceeding U> icview 
lhe activities of tlie sugar mill 
and the newly erected distil¬ 
lery, 1 like to review briefly 
tlic majoj developments in our 
economy which has passed 
fluoiiglt an extremely djfii- 
cult period. It has just begun 
to recover ftom the seveie ef¬ 
fects of an unprecedented drou¬ 
ght and acute power shortage 
all i ^er the country. 1 must 
s;«\ that the CenUai and vSiatc 
Government* have tenuously 
extended relief to the drought 
and floor La flee ted areas and 
the economy Inis withstood the 
strain (d ikecumulative adverse 
c flee I ot I lie heavy expenditure 
on refugees from former Last 
Pakistan in 1971. the Indo 
Pakistan con the I and the sharp 
setback in industnal and agri¬ 
cultural production in 1 *>72-73 
Inspite of the mobilisation of 
resources with the imposition 
of heavy dual and indirect 
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taxes and record borrowing 
through open market loans, 
there was resort In massive 
deficit financing. This resulted 
in an accentuation of infla¬ 
tionary pressures and a dis¬ 
concerting rise in prices for 
agricultural commodities and 
manufactured goods. The 
difficulties would have become 
more acute but for a beneficial 
south west monsoon and the 
prospect of bumper kbanfl 
food crops in the curicnf agri¬ 
cultural season. The output 
of cash crops also promises P> 
constitute a new* record m 
some direction. 

I must point out, however, 
that the Central Government 
has acted courageously in 
giving succour to tire drought 
aflcctcd areas and under the 
inspiring leadership of the 
Prime Minister, Mrs. Indira 
Gandhi, it has been rightly 
decided to embark on a large- 
sized Fifth Plan which, jf 
implemented vigorously and 
fully, will result in a sigui- 
licanl si lengthening of the 
agricultural and industrial sec¬ 
tors and impart a measure of 
gicater self-reliance to our 
economy. As has been appro¬ 
priately pointed out by our 
Prime Minister, the foreign 
exchange content of expendi¬ 
ture on the Fifth Plan will be 
only 8 per cent of the total 
outlay. As the emphasis will 
be on the maximum utilisation 
of indigenous resources, there 
can be a considerable im¬ 


provement in their availability 
with a better use of existing 
capacity and strategic expan¬ 
sion of manufacturing facilities 
with the installation of balanc¬ 
ing equipment wherever neces¬ 
sary, the implementation of 
modernisation schemes and the 
execution also of profitable 
expansion schemes. J am sure, 
with the new r industrial and 
fiscal policies now being for¬ 
mulated and reshaped, the eco¬ 
nomy will move forward on a 
defined basis and the growth 
rate of 5.5 per cent annually 
will be comfortably achieved. 
As the setbacks are accounted 
for mainly by the indifferent 
performance of the industrial 
sector, in particular stages, 
due to lack of unified effort in 
general, power-shortage and 
scarcity of raw materials, the 
various handicaps should be 
removed. In the short term, a 
growth rate of 10 to 12 per 
cent in indusltiul production 
can be easily secured if only 
there was an improvement in 
productivity and the powei 
and transport bottlenecks could 
be eliminated. Since the agri¬ 
cultural and industrial sectors 
have the necessary vitality, it 
has become imperative that the 
best results should be secured 
out of the existing facilities. 
The irregular trends in indus¬ 
trial and agricultural develop¬ 
ment noticed in the past few 
years should be eliminated as 
far as possible. As there has 
to be greater attention to the 
production of mass consum¬ 


ption goods and easier avail¬ 
ability of agiieultural commo¬ 
dities, the new approach to 
Plan implementation will have 
lo be a judicious combination 
of the old mctluxf of streng¬ 
thening basic industries and 
planning for posterity and the 
new demand for bringing about 
a big immediate increase in 
the general standard of living. 
This will need the execution 
of projects which will yield 
quick results and winch will 
cater more substantially to the 
needs of weaker sections of 
the society. While I am sure 
that the 7()\s will mark 1 he 
emergence of new' constructive 
forces and industrial and agii- 
cultural production will rise 
at a faster rate than now ex¬ 
pected, 1 am happy to say 
lhat the sugar industry lias 
provided an outstanding exam¬ 
ple of how a pronounced inV 
crease in production can be 
achieved with the provision of 
suitable incentives and proper 
pricing policies. 

Working Results : 

• 

Coming now to the working 
results of your company for 
1972-73, a new record was 
again established in respect ot 
the quantity of cane crushed 
at 6.88 lakh tonnes against 
5.26 lakh tonnes in 1971-72. 
For the season as a whole, ihc 
quantity of cane handled was 
7.40 lakh tonnes against 5.91 
lakh tonnes previously. Thus, 
for the fourth season in suc- 
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cession, there has been a subs¬ 
tantial increase in the quantum 
of cane crushed giving again 
to Sakthi Sugars the distinction 
of occupying the first rank in 
^thc country in respect of cane 
crushed by any single unit. 
The output of sugar, however, 
was adversely aflfected by a 
deterioration of the quality of 
cane due to excessive rain fall 
in the last quarter of 1972 and 
the recovery dropped to 8.72% 
Jn the latest accounting period 
Yrom 9.52 per cent in the previ¬ 
ous year. The recovery for the 
season was also significantly 
lower at 8.56 per cent against 
9.42 per cent. This res¬ 
ulted in only the third 
place being secured in the 
whole country in respect of 
sugar production in spite of a 
commandable effort. 

4 The drop in recovery and 
the payment of a high price of 
Rs. 115/- per tonne of cane 
to growers from October 1, 
1972, instead of the minimum 
price of Rs. 97.90 per tonne 
fixed by the Government, was 
responsible for the sharp de¬ 
cline in the net profit, before 
depreciation and development 
^rebate to Rs. 74.99 lakh from 
Rs. 135.34 lakhs in the pre¬ 
vious year. In absolute terms, 
however, the quantum of pro¬ 
fits in the highest for any sugar 
mill in Tamil Nadu. Your 
Directors have decided to main¬ 
tain the quantum of dividend 
at 15% taxable on equity capi¬ 
tal increased by the issue of 
bonus shares. The amount 
payable will be Rs. 20.15 
Jakhs, as compared to Rs. 
11.14 lakhs in the previous 
year. This policy has been 
adopted because it is felt that 
the prospects for the current 
year are quite promising m the 
absence of unforeseen develop¬ 
ments. The amount provided 
'Tor depreciation is Rs. 34.66 
lakhs against Rs. 29.80 lakhs 
and development rebate Rs. 
7.15 lakhs against Rs. 13.50 
lakhs. The transfer to divi¬ 
dend reserve is Rs. 22.50 
lakhs (Rs. 12.95) lakhs and 
provision for gratuity js Rs. 
3.40 lakhs (6.50 lakhs). There 
is a separate provision of Rs. 
9 lakhs relating to taxation 
kthough in respect of 1971-72 
the estimated tax liability of 
Rs. 50 lakhs has to be met out 


of general reserve. Because of 
larger profits and no separate 
provision for taxation, this re¬ 
serve got as much as Rs. 72.50 
lakhs. A beginning has been 
made this year with an allo¬ 
cation of Rs. 50,000 to pre¬ 
ference shares redemption re¬ 
serve. 1 must also point out 
that the gross carningswere 
actually higher at Rs. 76.89 
lakhs. This is because the 
allocation of Rs. 1.32 lakhs 
to the Molasses storage fund 
out of the sugar mills earnings 
and the transfer of Rs. 57,416 
to the storage fund from the 
distillery’s earnings have to 
be taken into account. 

The distillery worked quite 
satisfactorily throughout the 
year having regard to the fact 
that it was commissioned only 
in the last week of June 1972 
and its operations had also to 
be interrupted for sometime 
in order to increase its capa¬ 
city by 50 per cent to 3 million 
gallons annually. It is really a 
happy matter that the distil¬ 
lery has made a good contri¬ 
bution to the company’s earn¬ 
ings, with its not profit before 
depreciation and development 
rebate reserve amounting to 
Rs. 12.43 lakhs. It can cer¬ 
tainly be expected that the 
profits may be much higher in 
1973-74 with a larger output 
and the manufacture of abso¬ 
lute alcohol and neutral alco¬ 
hol. 

As a result of large capital 
expenditure, net fixed assets 
stood at Rs. 4.08 croresat the 
end of June this year against 
Rs. 3.39 crores on June 30th 
1972. With the issue of addi¬ 
tional capital in equity and 
preference shares and the rais¬ 
ing of term loans from the 
financial institutions the distil¬ 
lery project has been comple¬ 
ted successfully. The expan¬ 
sion scheme for increasing cru¬ 
shing capacity to 4,000 tonnes 
daily is also proceeding brisk¬ 
ly. The cost of this project is 
estimated at Rs. 255 lakhs 
which is being met by term 
loans for Rs. 200 lakhs and 
internal resources for Rs. 55 
lakhs. After the 4,000 tonnes 
capacity has been achieved and 
the new unit in the distillery 
is commissioned, the net 
block will rise to over Rs. 


6.50 crores against which term 
loans will be for only Rs. 
3.25 crores. The debt equity 
ratio js therefore quite satis¬ 
factory and there will be a 
further improvement in finan¬ 
cial position in the current 
year with the prospect of subs¬ 
tantial additions to reserve. 

Sugar Policy: 

Let us now consider the 
policy of the union and 
State Governments which has 
been steadily followed for the 
last two years. The consistent 
policy of partial decontrol 
permitting 70% of current pro¬ 
duction for controlled distri¬ 
bution and 30% for free sale 
has been helpful in bringing 
about significant rise in out¬ 
put resulting in a fall in open 
market prices. Tamil Nadu, 
which had a low average re¬ 
covery, always suffered when 
the cane price was fixed for a 
minimum recovery of 9 4 per 
cent. The repeated represen¬ 
tation of the Southern States 
was accepted by the Union 
and State Governments and 
the cane price was fixed for a 
basic recovery of 8.5 per cent 
with an increase of 9.4 paisc 
for each rise of 0.1 per cent 
in the recovery. Under tine 
new formula the cane growers 
in Tamil Nadu are getting 
about Rs. 10 more than what 
they got under the old arrange¬ 
ment and this incentive has 
been helpful in boosting cane 
cultivation and sugar produc¬ 
tion. 

Tropical Region: 

The four tropical States or 
Maharashtra, Tamil Nadu, 
Andhra Pradesh and Mysore 
have been making steady pro¬ 
gress in the past decade and 
it is on the cards that they will 
be making the biggest contri¬ 
bution to total production in a 
year of creditable achievement 
for the whole industry. Their 
share of production is likely 
to be 22 lakh tonnes out of the 
total of 45 lakh tonnes while 
Uttar Pradesh and Bihar may 
be producing around 20 lakh 
tonnes. In the previous season 
of peak output, in 1969-70, 
the four tropical States accoun¬ 
ted for a share which was only 
marginally less than that of 


Uttar Pradesh and Bihar. The 1 
current season will therefore 
constitute a major land mark 
in the history of this important 
agro-bnsed industry. 

Exports: 

The increase in production 
in two season by nearly 14 
lakh tonnes will be extremely 
helpful to the country in meet¬ 
ing not only fully the needs 
of the home market but also 
earn suable amounts in for¬ 
eign exchange t hrough exports. 
With a iccord output of food 
and cash crop and a pick up 
in industrial production, it can 
certainly be expected that 
internal consumption of sugar 
will rise to 40 lakh tonnes in 
1973-74 from a little over a 
36 lakh tonnes «n the 
last season. The monthly 
releases upto now have been 
understandably cautious as 
shipments of sugar have to be 
expedited with firm conditions 
prevailing in the international 
market. With the likelihood 
of a big increase in output in 
the coming months, the releas¬ 
es for controlled distribution 
and free sale can be to a 
certain extent liberalised. It 
should, however, be the ob¬ 
jective to export 5 lakh tonnes 
during the sugar year and 
earn foreign exchange of over 
Rupees one hundred crores. 

The Government is there¬ 
fore in a position to realise 
substantial profits on sugar 
exports as they arc being ef¬ 
fected out of quotas of levy 
sugar. The sugar mills arc 
being paid only levy prices 
and even here the Government 
is utilising only sugar from 
those States which have lower 
levy prices. As the industry 
has suffered losses in earlier 
years on exports some part 
of the gain now being realised 
should be made available to 
the industry as a whole on a 
pro rata basis. 1 suggest that 
export of sugar will have to be 
treated as a pool arrangement 
and sugar should be exported 
from all the regions. 

The achievement of an all 
time record in output will 
thus be found greatly advan¬ 
tageous as there will be no 
serious problem of market- 
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—ng, as was experienced in 
96V-70, Jn the absence of 
i|opc for substantial exports 
|t remunerative prices there 
; *ould probably be an increase 
\ the carry over at the end 
f the season to over 12 lakh 
pnnes. This would have im¬ 
posed a serious strain on the 
^nances of sugar mills and the 
government would be obliged 
;'b think in terms of maintain¬ 
ing hufTer stocks of 5 lakh 
onnes or providing suitable 
rrangements for financing a 
irgcr volume of stock. 


Credit Policy- 

Even now the industry may 
>e experiencing strain on the 
vavs and means position as 
l.itmdcr the new credit polic) 
or the current busy season, 
lie Reserve Bank has directed 
in.hc member banks to raise 
Gmargins against sticks of levy 
IHugar to 15 per cent and on 
bojtocks for free sale to 25 per 
M;ent from 10 to 15 per cent 
cefixcd previously. The higher 
mmargins will necessarily create 
todifficulties especially when 
thlarger stocks will have to be 
dihandled. 1 expect that these 
A^stocks will increase by 7 lakh 
.litonnes at the peak level as 
ytcompared to the correspond- 
taing month last year and it will 
become necessary to find addi¬ 
tionally Rs. 125 crores allow¬ 
ing for the higher margins. 
aiThe Reserve Bank should not 
lc hesitate to direct member banks 
11 to expand credit against sugar 
e< stocks of this order and more, 
11 ever and above the last seasons 
ciexpansion, as the increase will 
It be seasonal and the industry 
IV also has scope for marketing 
i\ only after the quantities have 
ii been released every month. 

( The delay in expanding credit 
e suitably with rising stocks will 
a create difficulties for the sugar 
l industry which may cause 
s' delay in payments to gro- 
e wers against cane purchases. 
<* Unfortunately, howe\er, there 
1 does not seem to be any proper 
1 awareness of the needs of the 
s sugar industry and upprecin* 
t non of the ct edit able pertbr- 
I nmnee likely to be achieved 
r by it in the current season. 

< Even if the Banks were willing 
to provide the necessary credit, 


J am afraid they will not have 
the required free resources as 
the new curbs announced by 
the Reserve Bank on Decem¬ 
ber 1, 19/3 have hamstrung 
the institutions on all sides, 
even though they have got 
adequate resources at their 
disposal. There is every danger 
of the sugar mills not getting 
their full requirements unless 
special refinance facilities were 
provided for this purpose to 
the member banks. 1 need 
hardly say that there will be a 
compulsion to defer payments 
against cane purchases to gro¬ 
wers, if there was an undue 
accumulation of stocks, and 
adequate Bank finance were 
not forthcoming. Any delay 
in making payments to grow¬ 
ers will lead to discontent and 
affect tlic planting programme 
for the 1974-75 season. The 
Reserve Bank should therefore 
adopt a realistic approach to 
the special problems of the 
sugar industry and make the 
necessary adjustment in its 
credit policy. 

There should not be a repe¬ 
tition of the happenings of 
1969-70 as arrears of cane 
payments will affect adversely 
the cultivation of cane anil 
reduce its availability in the 
next crushing season. Fortu¬ 
nately, the situation can be 
easily managed as the increase 
in advance will be only for a 
short period and the carry over 
at the end of the season is not 
likely to be much higher than 
that brought in from the 1972- 
73 season if the export effort 
proves to be of the dimensions 
not anticipated. 

The importance of pursuing 
a correct credit policy in the 
present circumstances cannot 
therefore be overemphasized 
The monetary authorities may 
feel justified in preventing un¬ 
due credit expansion as there 
has been a severe accentuation 
of inflationary pressures in the 
past two years. But liberal 
credit will have to be provided 
for certain purposes like the 
procurement of foodgrains, 
the maintenance of buffer 
stocks of iaw jute and raw 
cotton and regular financing 
of seasonal and exceptional 
increases m stocks of sugar 


as will be happening in the 
coming months. 

The industry can be expected 
to maintain 7 lakh tonnes of 
sugar as basic stocks with the 
credit facilities normally avail¬ 
able. However, any seasonal 
expansion of credit will have 
to take note of the peculiar 
developments in a particular 
season. As I have indicated 
earlier, the maximum level of 
slocks at the end of April or 
May is likely to be 35 lakh 
tonnes requiring an increase 
in advances of the order of Rs 
300 crores against sugar alone. 
In this situation, it is hard to 
visualise how the Reserve Bank 
expects to restrict the growth 
in aggregate credit to Rs 450 
crores jn the current busy 
season when it is also likely 
that there will be a big demand 
for funds for procurement ope¬ 
rations and for marketing bum¬ 
per raw cotton and jute crops. 
Jf it is feared that there will 
be a diversion of funds for 
other purposes with a liberali¬ 
sation of credit limits, the 
bankers can always watch the 
application of funds made 
available by them. In any 
ease, the needs of the new 
situation have to be carefully 
studied and proper decisions 
have to be taken without delay. 

Sugar Price: 

The Central Government has 
taken a decision in regard to 
the revision of prices for levy 
sugar on the basis of the for¬ 
mula laid down by the Tariff 
Commission and the upward 
adjustments very widely. Even 
so, levy prices in respect of 
three States will be lower as 
compared to the previous sea¬ 
son while Tamil Nadu will get 
only a marginal rise of Rs 
2.08 per quintal. As usual, this 
revision does not compensate 
Tamil Nadu and probably else¬ 
where for the increase in the 
cost of production. Also, in 
order to offset the loss that 
might be sustained by the 
Central Exchequer on account 
of the reduction in the advalo- 
rom excise duty on levy sugar 
to 20 per ceil from 26 per 
cent, the duty on free sale 
sugar has been raised to 37J% 
from 30°^. This w : l! mean 


an increase of Rs 19.50 
per quintal on a tariff value 
of Rs .260 per quintal. With 
cheaper gur and khandsari 
becoming available in larger 
quantities in many regions, it 
will be difficult for sugar fac¬ 
tories to avoid a reduction in 
the profitability of working 
and the ex-factory prices rea¬ 
lised on free sale sugar are 
likely to be adversely affected. 

Cade Price: 

The revised policy for fixing 
the minimum price for cane 
with a basic recovery of 8.5 per 
cent and the payment of higher 
premiums for increases in suc¬ 
rose content has functioned 
satisfactorily because the in¬ 
dustry can now develop on 
healthy lines in the Southern 
region. Also, with the policy^ 
of partial decontrol being 
continued the mills arc in a 
position to pay much higher 
prices than the minimum fixed 
by the Government. The gro¬ 
wers arc participating to a sig¬ 
nificant extent in the improved 
working of sugar mills and the 
average of cane prices paid in 
any region has been higher by 
10 to 25 per cent than the mini¬ 
mum fixed by the Government. 

In view of the growing de¬ 
mand for sugar in the home 
market and the new opportuni¬ 
ties available for earning sizable 
sums in foreign exchange 
through regular exports, there 
should not be any shifts in 
policy regarding the pricing of 
cane or the quotas for levy 
and free sale sugar. There will 
henceforth have to be a sus'- 
tained increase in sugar pro¬ 
duction and the all-India tar¬ 
get of 65 lakh tonnes for 1978- 
79 can be achieved only if 
there was an annual growth of 
8-10 per cent from the record 
level of 1973-74. In view of the 
fact that the efficiency of policy 
of partial decontrol has been 
amply demonstrated on two 
concessions, it should be conti¬ 
nued in the same form for the 
period of the Fifth Plan. The 
sugar mills also should imple¬ 
ment a systematic programme 
of development of areas under 
the command of factories for 
cultivating catie. I must draw 
here pointed attention to the 
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commendable work done by 
sugar factories in the southern 
region particularly in Tamil 
Nadu. Nearly every sugar mill 
in this region, is expanding its 
capacity and all the units in the 
private sector are growing in 
stature steadily. In the cur¬ 
rent season alone nine factories 
in the private sector will be 
handling 35 lakh tonnes of 
cane against 30 lakh tonnes in 
1972-73 which was in itself a 
record. The six co-operative 
factories for their part will be 
crushing 15 lakh tonnes taking 
the total to 50 lakh tonnes and 
the sugar output will be 4.3 
lakh tonnes. 

Mills in Tamil Nadu: 

The sugar mills in Tamil 
Nadu are capable of achieving 
a much higher level of produc¬ 
tion even with the existing capa¬ 
city as Ihe facilities are yet to 
1 be used fully in some cases and 
the benefits of expansion sche¬ 
mes also have not been com¬ 
pletely realised. All the sugar 
mills in the private sector have 
new schemes on hand and it 
will be possible for them to 
increase the quantity of canc 
crushed in the next two sea¬ 
sons to even 45 lakh tonnes with 
an extension of the area under 
canc and an increase in the yield 
per acre. The co-opcratjvc su¬ 
gar factories also can easily 
handle 2 million tonnes with 
the better use of capacity and 
greater attention to cultivation. 
While thus the output of sugar 
can be steadily raised there will 
have to be a further increase in 
the crushing capacity besides 
starting new mills in new areas 
for achieving at least a pro- 
’ duction target of 8 lakh tonnes 
by the end of the 5th Plan, a 
target outlined by the State 
Planning Commission. The 
future of the sugar industry in 
the country and in Tamjlnadu 
particularly is therefore very 
* bright. 

Future prospects for Sakthi: 

It is indeed a matter of pride 
to ail of us that Sakthi Sugars 
has been steadily increasing its 
capacity and using it also to the 
maximum advantage. In four 
seasons the quantity of cane 
crushed is being more than 
doubled 16 one million tonnes 
and since 1971-72, your com¬ 


pany has been having the dis¬ 
tinction of occupying the first 
rank in the whole country in 
respect of the quantity of cane 
crushed. It will indeed be a 
unique achievement to reach the 
10 lakh tonne mark in the 10th 
year of the working of the 
company. This consistent in¬ 
crease in cane handling and 
sugar production is due to 
meticulous planning and a 
systematic increase in the area 
under canc. The yield per 
acre also has risen from 35 ton¬ 
nes to 43 tonnes and will rise 
further to 45 tonnes shortly. 
Better varieties of canc have 
been grown extensively and your 
Directors hope that the quan¬ 
tity of cane crushed can be 
raised further to 12 lakh tonnes 
in the 1974-75 season. 

The difficult target for the 
current year is capable of being 
reached, because the scheme tor 
raising capacity to 4,000 tonnes 
from 2,500 tonnes daily is being 
vigorously implemented. It is 
confidently expected that daily 
crushing will be of the order of 
4,000 tonnes from February 
next year. The cost of this Pro¬ 
ject will be well within the esti¬ 
mate of Rs. 255 lakhs. With a 
continuance of the policy of 
partial decontrol, a higher re¬ 
covery, larger sugar production 
and satisfactory selling prices 
for free sale sugar, the prospects 
for the current year should 
be considered reasonably en¬ 
couraging. 

Alcohol Industry: 

The expanded capacity of the 
distillery too will be available 
throughout the year and the 
contribution to total earnings 
from this source will be much 
larger in 1973-74 than in 1972- 
73. I wish to stress in this con¬ 
text the new importance assum¬ 
ed by the alcohol industry. In 
view of the abrupt rise in the 
cost of petroleum products and 
the uncertainties relating to 
imports of crude oil and refined 
products, not to speak of the 
need to discourage expenditure 
in foreign exchange, the new 
opportunity provided for using 
alcohol for industrial purposes 
should be fully exploited. I 
have no doubt that larger 
quantities of polythene, acetate 
chemicals, synthetic rubber and 


other items can be produced 
with a larger output of alcohol 
out of molasses. The Central 
and State Governments should 
recognise t he need for providing 
suitable incentives especially 
as the distillery units can be 
established with equipment se¬ 
cured from indigenous sources. 
Tamil Nadu’s output of sugar 
may rise to 8 lakh tonns bv 
1978-79 and 12 lakh tonnes 
by t he end of t he 61 h Plan. It 
wilt therefore be possible to 
more than double the output 
of molasses to 3.2 lakh tonnes 
at the end of the 5th Plan and 
4 lakh tonnes by 1983-84. Jf 
available supplies could be 
used for manufacturing indust¬ 
rial alcohol the quantity pro¬ 
duced can be easily 75 million 
litres in the 5th Plan and 100 
million litres in the 6th Plan, 
it will be possible therefore to 
expand not only fhe capacity 
of the existing distilleries but 
also establish new units in 
convenient locations. The addi¬ 
tional supplies of alcohol will 
be useful for promoting allied 
industries Also, it should be 
our objective to promote the 
development of new industries 
based on alcohol and bagasse 
as these will be assured of the 
required raw materials on the 
basis of regular regeneration. 

Labour management relation: 

J am indeed very happy to 
state that during the period 
under review the workers, canc 
growers, and the staff gave 
very good co-operation to the 
management and enabled the 
factory to crush for 325 days 
Hence in the matter of distri¬ 
bution of bonus to the wor¬ 
kers, your Directors have been 
responsive to labour. You 
will be happy to know that a 
bonus of 8-1/3%, an cxgraiia 
payment of 17-2/3;*;; and a 
production incentive of 15% 
was distributed to the workers 
in appreciation of the stre¬ 
nuous work they put forth 
during the year. 

Welfare measures: 

The Voluntary Health Ser¬ 
vices Scheme sponsored by 
your company during the last 
financial year has accelerated 
the establishment of the hos¬ 
pital and plans are proceeding 
well ahead for the construction 


of u modern hospital bavin 
adequate staff and all the tit 
cessary amenities. I am quit 
confident that it would bccom 
a Central Hospital and the mt 
ny health centres to be cstab 
lished in the different village 
of the area will be catered b 
this service. The constructio 
of the labour colony consist 
ing of 120 houses built unde 
the subsidised industrial labou 
housing scheme of the Govern 
ment of India, is almost nearin 
completion and is expected t< 
be opened shortly. 

I wish to express my thank 
to the various financial institu 
turns like the ICICI, the IFCI 
the LIC, the TIIC and ou 
bankers for having providei 
the necessary accommodation 
needed by the company as wel 
as for rendering prompt scrvict 
throughout the year. Also, ! 
would like to place on recort 
our thanks to the State Go¬ 
vernment for having given theii 
support in all matters relating 
to the expansion of the crush¬ 
ing capacity of the factory tc 
4,000 tonnes daily. 


This does not purport to be a pro¬ 
ceedings of the Annual General Meet- 
inn oft he Company held on the 22nd 
of December, 1973. 
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FRESH ALTERNATIVES FOR 
INDUSTRIAL ENTERPRISE : 


IPICOL can 
investigate, 
finance and 
help implement 
your project. 

HOW'S THAT FOR 
PROMOTION? 


of cargo and medium scute industrial >. qu tv, underwi 1 1:ruy of sIuhbs and advancing of 

muds i Cnssa comes from the Industrial Promotion ,oan,i on easy ; emu Besides, i PI COL helps 
and 'nvestment Corporation it comprises nvestors nbtmn attractive incentives offered by 

L > pacKage o* technical services and tifi mm* 

' ,,t ' fu ,ll,!e '‘ PROJECT IMPLE MEN TATI OIM 

PROJECT IIMVES TIG ATiON c i PyCOL assists entrepreneurs m securing 

:p iCOL rcientif.es viable projects for entiepreneuis. an industrial licence, developed land, industrial 

makes availalVe feasibility and projec f reports, and sheds, water and power connections, and 

offers guidance for the location of industries, raw materials It also freely offers any advice 

based: on techno-economic considerations _ investors may require bom time to time. 

PROJECT FINANCE I PiCOB .makes the task of setting up an industry 

Entrepreneurs can receive liberal cmadd facilities so much simpler-—you get all • round service* bom 

from i PIC Ok or other financial institutions si rich e source Write today arid find out how 

T i icse include direct participation m If VC Oh can serve you best 

3it INDUSTRIAL PROMOTION & 

INVESTMENT CORPORATION OF ORISSA LTD. 

35 Satyanayae Bhubaneswar 


i.i 




INDUSTRIAL DEVELOPMENT 
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COMPANY 

AFFAIRS 


Gwalior Rayon 

Tm. Boari> of Directors of 
Gwalior Rayon Silk Mfg. 
($Vvg) Co. Ltd., at their meet¬ 
ing held in Bombay on January 
1, 19 7 4, decided to issue, sub¬ 
ject to the approval of the 
Controller of Capital Issues, 
39.60,('00 fully paid bonus 
equity shares in the ratio of 
three such bonus equity shares 
for every five equity shares' held 
by capitalising Rs 3.% crorcs 
fi ‘Mil out of the general reserve. 
Ik may be recalled that the 
Controller of Capital Issues 
had earlier stipulated that the 
company should set right the 
imbalance between the equity 
and preference capital ratio 
by increasing suitably its paid- 
up equity capital so as to bring 
the equity-preference ratio to 
3.1. The company at present 
an equity capital of Rs 6.6. 
ci ores in 66,00.000 equity 
shares of Rs !0 each and pre¬ 
ference capital of Rs 3.48 croies 
divided into 1.48,274 prefe¬ 
rence shares (Series ‘A') of Rs 
100 each and 2,00,000 prefe¬ 
rence shares (Series X") of Rs 
J00 each. The proposed bonus 
is^ue will raise the paid-up 
equity capital from Rs 6.6 
crorcs to 10.56 crorcs, bring¬ 
ing the equity-preference ratio 
t* 3:1. 

Mysore Cements 

The change in government v 
policy, resulting in the issue of 
loiters of intent and licences to 
new entrepreneurs, established 
jiftmufacturers and big houses 
for an additional capacity of 
I s million tonnes per annum, 
is a step in the right direction 
and Mysore Cements Ltd is 
one to receive such a lettei of 
intent for setting up a plant of 
four lakh tonnes capacity in 
Madhya Pradesh. Meanwhile, 
balancing equipments are be¬ 
ing installed which would in¬ 
crease the capacity of its 


Ammasandra plant by 50,000 
tonnes per annum. The instal¬ 
lation of the ropeway, which 
would not only reduce the 
transport cost substantial!} 
but would enable the company 
to gel its requirement of raw 
materials regularly, especially 
in the present context of world¬ 
wide fuel shortage, is also now 
nearing completion. This was 
disclosed by the Vice-Chairman 
Mr Marthanda Varma while 
addressing the annual general 
meeting of the company. The 
union government, jn response 
to the Tariff Commission's 
recommendation granted an 
increase in the retention price 
of cement by Rs 10 per tonne 
from September 15, 1973, to 
offset a part of the increase in 
the manufacturing expenses of 
cement in i he Iasi four years. 
Meanwhile, due to the abnor¬ 
mal increase in the wage bill, 
increase in the cost of gypsum, 
steel, lubricants and other 
stores mateiials, the manufac¬ 
turing cost has recorded a 
sharp increase which will na¬ 
turally tell upon the piofitabi- 
lity of the company unless suit¬ 
ably compensated for by the 
final price increase. The gap 
between the demand and supply 
of cement during the last two 
years has been widening. It is 
estimated and acknowledged 
by the government that the 
current year will close with a 
deficit of four million tonnes. 
The CcmcnL Controller re¬ 
serves 60 per cent or more pro¬ 
duction of cement for consump¬ 
tion by government depail- 
ments, 10 per cent for 
organised industries' mid qusi- 
government bodies and 30 per 
cent of even less for the gene¬ 
ral public while the position 
was quite reverse about 
two years back when the 
public used to geL 60 per cent 
or more and the organised in¬ 
dustries and qua si-govcninent 
bodies eight to 10 per cent and 


government depaiIntents 28 to 
30 per cent. This caused an 
acute scarcity of cement in the 
open market forcing the go¬ 
vernment to impose sit id cont¬ 
rol on its distribution Al¬ 
though the existing c.ipacttx 
of the industry is about 20 mil¬ 
lion tonnes only les-. than SO 
per cent of it could be utilised 
Moreover there has not been 
any significant increase in capa¬ 
city during the last five year 
Plan. New entrepreneur;, des¬ 
pite the attractive incentive 
offered by the government, 
are hesitant to enter into thjs 
field due to verv high capital 
cost which has more than 
doubled in t lie last few years 
and the very meagre tale of re¬ 
turn. Therefore, in order to 
restore the confidncc of the 
new entrepreneur and inves¬ 
tors', it is abosolutclv essential 
thata fair return is granted to 
the industry. 

Punjab National Bank 

A flash back into the per¬ 
formance of Punjab National 
Bank will convince one of the 
stupendous progress it has 
made in terms both of volume 
and variety of business transac¬ 
ted. The Bank which started 
operating with one branch at 
Anarkali, Lahore on April 12. 
1895 has since made progicss 
by leaps and bounds and by 
the end of 1973 it had 
to its credit as many as 
1020 offices. It is significant 
to note that although the laruct 
for number of branches for 
1973 has been fixed at 1016, the 
Bank has surpassed ihis tar¬ 
get by raising its number of 
branches' to 1020 by the end 
of last year. This is indeed a 
magnificent achievement which 
any banking institution can 
legitimately be proud of. Not 
content with its past pioud 
achievements, the PNB is em- 
batking upon an ambitious 


branch expansion programme. 
Jt has budgeted to raise the 
number of branches to as high 
as 1146 by the end of 1974. 
It is nolcwoithy that oil of the 
1146 offices', 417 branches will 
be in rural areas. It will shortly 
be opening a brunch at Km- 
nuur in the high Himalayas 
t herebv pr* ivjdi ng ha nki ng 
facilities even in mountainous 
areas. As conventional me¬ 
thods of running banking arc 
providing too inadequate to 
cope with the kind of present 
day problems, the PNB laun¬ 
ching a number of novel 
schemes tin ough a scries of str¬ 
uctural reorganisation;!! mea¬ 
sures, new systems and a new 
culture. The PNB, at the same 
time, is ceaselessly striving to 
achieve the objectives of na¬ 
tionalisation through such 
energetic steps as maximisat- 
lion of deposits, credits and 
profitability, minimisation of 
expenditure, and maximisation 
of assistance to priority sectors 
and above all rendering 
prompt, efficient and courteous 
service to its millions and mil¬ 
lions of customers. The PNB 
has given a very good account 
of itself in this regard. Its agg¬ 
regate deposits, for instance, 
has moie than doubled from 
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Rs 355 crorcs in June 1969 to 
Rs 720 crorcs at the end of 
1973, Its total credit, during 
the same period, went up by 
about 75 per cent from Rs 243 
crores to Rs 425 crorcs while 
credit extended to prtoritv 
sectors leaped from Rs 23 
crorcs to Rs 116 crorcs. Its 
branches, likewise, too re¬ 
corded an impressive rise from 
560 to 1020, t he branches open* 
ed in rural mens being 366 at 
the end of last year as against 
only 84 as on June 1%9. The 
Bank has budgeted to mobilise 
deposits of the order Rs 880 
crores in 1974 as against Rs 
720 crores in 1973 while the 
credit to be extended will be ex¬ 
panded to Rs 550 crores from 
Rs 425 crorcs at the end of last 
year. Assistance to be provided 
to priority sectors will be en¬ 
hanced from Rs 116 crores to 
Rs 180 crorcs, an increase of 
as much as 55.2 per cent over 
1973. 

Scindia Steam 

Fiscal incentives given by 
the government to the shipp¬ 
ing industry have substantially 
helped the speedy expansion of 
Indian tonnage. However, in 


this context, the proposed with¬ 
drawal of development rebate 
as from May 31, 1974, is a 
retrogade step which will im¬ 
pede toe growth of tonnage. 
The grant of development re¬ 
bate ensured that shipping 
companies were able to deduct 
over a period of years*, 140 
per cent of 1 he cost of the ships 
in determining the taxable in¬ 
come. The tax, attributable 
to the extra 40 per cent, pro¬ 
vided resources for meeting the 
increases in the cost of replace¬ 
ment oft he ship. Ship building 
costs have been continuously 
on the rise and in the absence 
of development rebate, shipp¬ 
ing companies wjII have to rely 
only on loans for finune theign 
acquisition of new ships. This 
will certainly be retaidjng the 
speedy growth of Indian Ship¬ 
ping. Therefore, the Chair¬ 
man of Scindia Steam Naviga¬ 
tion Co. Ltd, Mr M.D. Thackcr- 
scy while addressing the 
annual general meeting" of t he 
company has urged t he govern¬ 
ment to reconsider its decision 
and continue to grant develop¬ 
ment rebate even after May. 
1974. If the government has 
decided to discontinue the 


grant of development rebate at 
any rate after May, 1974, and do 
not wish t o reconsider t he same, 
the Chairman suggested that 
equally effective alternative in¬ 
centives such as investment 
allowance or free depreciation 
tpay be considered. The go¬ 
vernment's alternative proposal 
of providing initial depreci¬ 
ation allowance of 20 per cent 
in the case of the shipping in¬ 
dustry, will not, in the chair¬ 
man's opinion, be u proper 
substitute for the development 
rebate, as such depreciation 
allowance would mean nothing 
but accelerated debit of de¬ 
preciation to the profit and loss 
account in the earlier years. As 
shipping is a capital intensive 
industry and all the leading 
shipping companies came with¬ 
in the purview of the Mono¬ 
polies and Restrictive Trade 
Practices Act, as the value of 
their assets exceed Rs 20 
crores, considerable time is 
lost in getting each proposal 
for acquisition of ship cleared 
under the MRTP Act. Ship- 
ing being truly international in 
character concentration of 
economic power to the com¬ 
mon detriment is not possible 


more so when, public sector 
shipping occupies commanding 
position in the industry. In the 
interest of accelerated growth 
of Indian shipping and of faci¬ 
litating unrestricted display 
of initiative and enterprise o$ 
the part of the shipowners, In¬ 
dian shipping companies, the 
chairman said, should be 
exempt from the application of 
the MRTP Act. 

Kamani Metals and 
Alloys 

The committee on moderni¬ 
zation of the non-ferrous semis 
industry set up by the govern¬ 
ment a few months ago has 
already examined the problem 
in great detail and has sub¬ 
mitted specific proposals to the 
government in this regard. 
The proposals contain specific 
enumeration of the products 
at present being imported but 
may be taken up for manu¬ 
facture indigenously and of the 
equipment that may have to be 
imported into the country for 
this purpose. Kamani Metals 
and Alloy Ltd, as leading manu¬ 
facturer in the field of non- 
ferrous semis*, was represented 
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on this committee. The dia¬ 
logue between the government 
and the industry has been ear¬ 
nest, intense and ultimately 
productive in terms of concepts 
and ideas. 

The co np my, along with 
others, is awaiting with 
keen interest the action being 
taken by the government on 
the proposals for modernisa¬ 
tion since this is an essential 
pre-requisite for any sensible 
l and practical programme of 
import substitution. This was 
emphasised by the Chairman, 
Mr. R.R Kamaniwhile addres¬ 
sing the annual general meeting 
of the company. 

Along with its programme of 
import substitution — in fact 
as an essential complement to 
it — there is an urgent need to 
4 evoIve a coherent and pragma- 
tic policy on the export of non- 
ferrous semis. The experience 
of other countries such as 
Japan conclusively proves that 
self-suflciency in raw material 
need not be a pre-condition 
for the development of export. 
Percentages of value added if 
stipulated as a criterion for cx- 
1 ports can only be arbitrary 
and misleading. What is 
significant in practical terms 
is not percentage of value added 
in the product exported but 
the absolute volume of earnings 
resulting from such expots. 

From high-value items such 
as non-ferrous semis, the volu 
me of earnings from exports is 
substantial and can increase sig¬ 
nificantly if concerted efforts 
f arc made to develop our ex¬ 
port market with imagination 
and far-sightedness. Expansion 
of exports can yield other vital 
and fruitful results also. Main¬ 
taining higher levels of activity, 
for instance, will go a long way 
4ii containing the rising costs 
besides generating additional 
employment opportunities and 
keeping our manufacturing 
units abreast of technological 
developments in the relevant 
fields in other parts of the 
world. It is earnestly hoped 
that the government will over¬ 
come any possible pre-occupa¬ 
tion with the short-term arith¬ 
metic of value added and adopt 
a dynamic approach ot the 


whole question of exports of 
non-ferrous semis. 

National Seeds Corpn. 

The National Seed* Cor¬ 
poration Ltd is looking up for 
a bigger role in the national 
agriculture development pro¬ 
grammes. In the field of certi¬ 
fied seed production, precise 
assessment of demand has al¬ 
ways been a difficult tusk. In 
the absence of any official ma¬ 
chinery for assessing vericty 
wjsedemand, NSC has evolved 
it sown technique of demand 
forecasting.Moreover, to reduce 
marketing uncertainties, a new 
approach of custom production 
is being tried. The NSC has 
entered into custom production 
against bulk orders from some 
of the states during the current 
year. This forward planning 
indeed is a step in the right 
direction which would enable 
the seed industry as a whole to 
render a better service in boost¬ 
ing agricultural production. 

The NSC would continue to 
play a dominant role in the 
production and supply of 
foundation seed of varieties of 
all-India importance. Earlier 
there was no systematic 
arrangements for assessing the 
requirements of foundation 
seed and the estimates were 
based on discussions in zonal 
conference and NSOs own 
estimates. Since the, target 
were not always realistic an 
reliable, the NSC has now evol¬ 
ved a system of advance in¬ 
dents backed by ten per cent 
payment from state govern¬ 
ments and private producers. 
Judging from the large number 
of advance indents received for 
hybrid maize, jowar and bajra 
for the forthcoming kharif 
1974 season, it is clear that the 
state governments and pro¬ 
ducers have accepted the system 
of advance indents by the NSC. 

By the adoption of this sys¬ 
tem assessment of demand on a 
reasonably accurate basis will 
be possible. Moreover jt js 
gratifying to note that the 
Board of Directors of the NSC 
have taken a far-reaching deci¬ 
sion to set up a separate divi¬ 
sion of Research, Development 
and Quality Control. So far 
NSC has been dealing with 
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-n seeds nf pvimai ily food crops 
,J and the varieties evolved by 
5 ^RI. ^' cre ' s how a trying 
5 need to test a wealth of new 
4 varieties available at the mini- 
'if errous rose ikI* institutes and 
i agricultural universities be- 
'* sides the question of choice and 
suitability of technology has 
| also become a major issue 1 he 
;1 NSC will be playing a dvnnmiv 
* and constructive role m this 
held. These wcie highlighted by 
the < ’liainnan of the NS<Mr 
Ocimuo S. Patil, while address¬ 
ing the annual general meeting 
held recently »n New Delhi. 

News and Notes 

(Expansion tuttl Diversification) 

Pursuing the policy ofenlarg- 
jng its activities to manufuctuie 
battcucs to the highest inter¬ 
national quality standards for 
every type of application, 
Amco Batteries has converted 
the existing Mysore Road fac¬ 
tory as the Industrial batteries 
division ami built an up-to- 
date largo plant on Bellary 
Koad in Hebhal, Baugaloic, 
for manufacturing motor vehi¬ 
cle batteijes to be termed the 
automotive batteries Division. 
The comp.my has also entered 
into technical collaboration 
with Yalta Batlciic A.G., West 
Germany, ! uropc\ pre-emi¬ 
nent manufacturer of all kinds 
of batteries, to implement its 
licence to piodmc 60 million 
dry cells. ]his plant is planned 
to be located neat Mvsoie city, 
wKJi lias been declared anjn- 
dustrjallv backward area. The 
company has recently decided 
to accept lt\ed deposits fiom 
the public to meet part of the 
expenditure connected with 
the planned gi owt h oft lie com¬ 
pany. 

New Issues 

Bright Wires which is current¬ 
ly engaged in the mat ulae- 
tlire of various ty pcs of wires 


is now embarking an ambitious 
expansion programme to raise 
its capacity to 15,000 tonnes 
per annum. The company is 
now setting Up a plant for this 
purpose near Calcutta. It 
proposes to manufacture vari¬ 
ous types of sophisticated 
wires in different sizes, specifi¬ 
cations and qualities and it will 
include in its product range 
such types of wires as pre- 
sttessed concrete wires, shutter 
wires, various grades of spring 
steel wires, umberlla rib wires 
cold heading quality wires, 
card and gill pin wires, 
needle wires, cycle spring wires, 
chain link wires and galvanised 
chain link wires and galvanised 
wires. The plant is expected 
to go on stream bv May l 4 )74 
so as to obtain the maximum 
benefit of development rebate. 

'Die plant is so designed that 
further expansion and diversi¬ 
fication is possible with the 
addition of balancing equip¬ 
ment and without intcruplion 
to production. The project has 
lcccived the consideration and 
scrutiny of IDBI, IK I and 
K ICl who apart fiom under- 
writ mg a pail of the issue along 
w.Lh UTI aiealso participating 
by way of long-tcim loans to 
the tune of Rs 85 lakhs. The 
total equity capital of the com¬ 
pany is placed at Rs 65 lakhs 
out of which the promoters 
have a l rcatly subscribed to 
equity shaies worth Rs 26 
lakhs The remaining equity 
capital of Rs 39 lakhs m 390.000 
equity shares of Rs 10 each is 
now ottered for cash at par to 
the public for subscription. 

Flics subcnption list opened 
on January 10 and will close 
on January 21 or earlier 
but not before January 14. 

In view of the enormous gap 
not only in tlie existing demand 
and suppiv but also the future 
demand, the company does not 


foresee any problem in market¬ 
ing its products. As the pros¬ 
pects are indeed bright the di¬ 
rectors arc confident of dcclar 
ing a maiden dividend of 10 
per cent from the very first year 
of full production. 

Allied Steels which proposes 
to set up a Rs 134 lakh plant 
at Tatibaud, Raipur, Madhva 
Pradesh with a licenced capa¬ 
city of 50,000 tonnes of mild 
steel, carbon steel and spring 
steel billets per annum, is 
entering in the capital market 
some time in February for 
raising Rs 36 lakhs consisting 
of 270 lakh equity shares of Rs 
10 each and 9,000-9 5 per cent 
redeemable cumulative prefe¬ 


rence shares of Rs 100 each. 
This issue is fully underwritten. 
The company plans to imple¬ 
ment the project in two 
phases. 

The first phase embraces the 
installation of one 10/12 ton¬ 
nes gec/birlec arc furnace with 
a capacity of 18,500 tonnes of 
steel ingots — made up of 
12,500 tonnes of carbon steel, 
3,000 tonnes each of high ten¬ 
sile steel and spring sect in¬ 
gots. The company hopes to 
commence product in by April 
next. The second phase of ex¬ 
pansion includes the installa¬ 
tion of a 15/17 tonnes arc fur¬ 
nace and a continuous casting 
machine. 


Dividends 

(Per cent) 


Equily dividend dec¬ 
lared for 

Name of the Com- _____ 


pany 

Year ended 

Current 

Prc\ious 



ycai 

year 

Higher Dividend 




Gammon India 

March 31. 1973 

5.0 

Nil 

Ravalgaon Sugai 




Farm 

Sept 30, .1973 

16.0 

14.0 

Balrampui Sugar 

June 30, 1973 

10.0 

s.o 

Same Dividend 




Indian Detonators 

June 30, 1973 

10.0 

10.0 

New Central Jute 




Mills 

March 31, 1973 

Nil 

Nil 

Jaipur lid yog 

March 31. 1973 

Nil 

Nil 

Sheveroy Estates 

June 30, 1973 

7.5 

1.5* 

Carborundum Univei- 




snl 

August 31, 1973 

15.0 

15.0 

Reduced Dividend 




Parkside (Neilgherry 




JHills), Estates Co. 

June 30. 1973 

22 5 

27.5 

Tube Suppliers 

July 31, 1973 

8,0 

15.0 
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RECORDS 

AND 

STATISTICS 


.Review of 
India’s foreign 
trade 1972-73 
and 1973-74 

Exports from India dur¬ 
ing 1972-73 touched the 
figure of Rs. 1961 crores, 
recording an increase of 
Rs. 353 crores (or 22 per 
cent) over those for the 
year 1971-72. Imports, on 
the other hand, fell to Rs. 
1797 crores, showing a 
marginal decline of Rs. 28 
crores (1.5 per cent) com¬ 
pared to the imports of the 
order of Rs. 1825 crores 
during 1971-72. As a re¬ 
sult, the balance of trade 
during 1972-73 became fa¬ 
vourable to India ( + Rs. 
164 crores) for the first 
time since independence. 

The latest provisional data 
available up to September, 
J973 showed that India’s 
overall exports during April- 
September, 1973 at a total 
of Rs. 1075 crores registered 
a rise of Rs. 159 crores or 
about 17 per cent as com¬ 
pared to the exports in the 
corresponding period of 1972. 
Suring the same period im¬ 
ports grew at a higher rate 
of about 31 per cent mainly 
because of larger require¬ 
ments of Food, fertilizers, 
petroleum and petroleum 
products, non-ferrous metals, 
steel etc., as a result of 
which India’s Balance of 
Trade position turned into a 
deficit of Rs. 42 crores dur¬ 
ing AprikSeptembcr, 1973 
as compared to a surplus 


of Rs. 66 crores in the cor¬ 
responding period of 1972-73. 

The large increase in ex¬ 
ports during the year 1972-73 
was helped by a number of 
factors such as a general 
improvement in economic 
situation of the country from 
the unusual strains of 1971-72 
(year of Indo-Pak hostility), 
a strong overseas demand in 
respect of certain items, parti 
cularly. leather and leather 
manufactures, cotton textiles, 
handicrafts, oils and oilcakes, 
tobacco, marine products etc., 
accompanied by a higher 
unit value realisation in a 
number of products, emer¬ 
gence of sizeable trade with 
Bangladesh amounting to 
Rs. 158 crores during 1972- 
73 against Rs. 43 crores in 

1971- 72 and larger rupee 
realisation from the establish¬ 
ment of new sets of exchange 
rates between major world 
currencies during the year. 

Among the important 
items which recorded increa¬ 
ses in exports during 1972- 
73. were leather and leather 
manufactures, fish and fish 
preparations, oil and oilcakes, 
coffee, cashew kernels, to¬ 
bacco unmanufactured, cotton 
textiles mill-made, handi¬ 
crafts, engineering goods, 
and mineral fuels & lubri¬ 
cants. Exports of cereal 
and cereal preparations were 
also larger due mainly to 
exports to Bangladesh. The 
items of exports which de¬ 
clined noticeably during 

1972- 73, include sugar, jute 
manufactures, tea, and spices. 

The performance of some 
of the comparatively more 
significant commodities has 
been reviewed in the succed- 
ing paragraphs. 

The international market 
for leather and leather manu¬ 
factures has been buoyant dur¬ 


ing 1972-73 The international 
supply position continues to 
be tight and the international 
prices of leather and leather 
manufactures continue to 
soar high. These favoura¬ 
ble factors have enabled 
India to almost double its 
exports of this item in one 
year (1972-73 alone--exports 
increasing from Rs. 90,77 
crores during 1971-72 to Rs 
174.51 crores during 1972-73. 
The increase was shared prac¬ 
tically by all varieties of lea¬ 
ther and leather manufactures, 
but foreign demand for E.I. 
tanned hides and skins and 
chrome tanned was excep¬ 
tionally strong, particularly 
from EX’ M. and the East 
European Countries. At the 
same time, high exports of 
semi-processed items also 
posed the problem of shrink¬ 
ing supplies of raw materials 
required for leather industry 
in the country. To regulate 
supplies of raw materials the 
exports of semi-processed 
hides and skins were canalis¬ 
ed through the State Trading 
Corporation of India and 

quantative restrictions has to 
be imposed. 

It may, however, be men¬ 
tioned that semi-processed 
varietits still constitute the 
bulk of exports of leather and 
leather manufactures, and 

semi-processed varieties yield 
comparatively lower unit 

values than the finished 
varieties A shift to export 
of finished leather and leather 
manufactures would, there¬ 
fore, be more advantageous 
to the country. 

Exports of tobacco unmanu¬ 
factured increased by Rs 18.82 
crores from Rs. +2.25 crores 

during 1971-72 to Rs 61,07 
crores during 1972-73. In 
terms of volume also, the ex¬ 
ports rose substantially to 95 
thousand tonnes during 1972- 
73 compared to 57 thousand 
tonnes in 1971-72. Bulk of 
increase in exports was, how¬ 
ever, shared bv two countries, 
viz. USSR and Bangladesh. 

The exports of fish record¬ 
ed a rise of about 30 per cent 
from Rs. 42 crores during 
1971-72 to Rs. 54.45 crores 
during 1972-73. This increase 
was partly due to higher 
quantum of exports (from 33 


thousand tonnes during 1971- 
72 to l* thousand tonnes dur- 1 
jug 1972-73 or a rise of 6 per 
cent.) but mainly due to 
higher unit value realisations. 
There was strong demand 
from Japan which was the 
foremost market for this 
item. Exports to the USA 
also increased. 

Exports of oil cakes ic- 
gislcicd an increase of over 
86 per cent, from Rs. 40.15 
crores during J97I-72 to Rs. 
74.77 crores during 1972-73. 
The corresponding increase in 
quantum of exports was, 
however, 35% indicating 
higher unit value realisation 
resulting from light interna¬ 
tional supply position for 
oilcakes 

The spectacular rise in 
exports of oil cakes was 
mainly due to sharp increase 
in lhe ott-tuke by cast Euro¬ 
pean ct 'unities, particularly 
the USSR and Poland. 
Export to Japan and the U.K. 
also improved, 

The exports of engineer¬ 
ing goods at Rs. 138 70 crores 
during 1972-73 were higher 
bv ovei I P' 0 than those din¬ 
ing 1971-72. Though this 
showed some recovery from 
the disturbing situation of 

1971- 72, in relation to the 
target of Rs 200 crores set 
by the Engineering Export 
Promotion Council for 1972- 
71, the performance was 
much below expectation*. 
Difficulties in the matter of 
supply of raw materials and 
power and high shipping 
freight Tates continued to be 
major pi obtains in the way 
of larger exports of engineer¬ 
ing goods. 

The exports of mill-made 
cotton piecegoods increased 
by about 27 per cent, from 
Rs. 6o.(>3 ciores during 1971- 
72 to Rs. 84 37 crores during 

1972- 73. Cotton vain ex¬ 
ports rose by Rs. 6.97 crores 
to Rs, 22.83 crores during 
1972-73. Exports of cotton 
apparel also almost doubled. 
Among the factors contribut¬ 
ing to this increase in exports 
were the availahilify of reason¬ 
ably priced raw cotton, 
fndo-l fSSR Colton Conver¬ 
sion Deal, and voluntary ex¬ 
port scheme imposed by the 
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Firestone tyres- 
made in India 
to suit Indian 
road conditions. 


Firestone has been 
making strong tyres 
in Bombay for over 
33 years. Tyres that 
meet the demands of 
the most difficult 
Indian road 
conditions. 

Specially developed 
Firestone rubber 
compounds have the 
toughness and 
resilience needed to 
withstand wear and 
tear on rough roads. 



The exclusive 
Triple-Strength 
Construction of 
Firestone tyres can 
take the friction of 
high speeds on 
highways. 

Firestone tread 
patterns give the 
tyres a safety grip on 
wet roads and at 
intersections, for 
smooth braking and 
take-off. The wrap¬ 
around shoulder 
improves control on 
curves with road- 
hugging grip. 


Ttresforte 


THE STRONG TYRE 
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industry. The exports to the 
USSR IJK and USA ro.*c 
appreciably. The exports to 
Sweden, GDR and Trance 
were also higher. Bangla¬ 
desh emerged as an importer 
of textiles. 

The exports of handicrafts 
increased by over 46% from 
Rs. 81.74 crores during 1971- 
72 to Rs. 119.67 crores during 
1972-73. The increase was 
remarkable in the case of 
pearls, precious and semi¬ 
precious stones which increas¬ 
ed by over 50 per cent. Other 
categories particularly hand¬ 
made carpel and druggets, 
and artware of metals also 
recorded appreciable in¬ 
creases. 

The demand for Indian 
gems and jewellery was en¬ 
couraging from the USA, 
Belgium, Hongkong, Japan 
and the UK. Liberal import 
policy adopted in respect of 
raw materials for export pro¬ 
duction and buoyant inter¬ 
national market for gems and 
jewellery also contributed to 
the rise in exports. 

The export of castor oil 
rose phenomenally from Rs. 
6.18 crores to Rs. 22.60 crores, 
a rise of about 266 percent. 
Ibis spectacular increase re¬ 
sulted from strong demand 
from the UK, the USA, and 
the USSR. In terms of quan¬ 
tity also, the exports shot up 
from 18,000 tonnes during 

1971- 72 to 46,000 tonnes dur¬ 
ing 1972-73, an increase of 
over 155 per vent. 

Among the declining 
items, sugar suffered the 
largest. Exports of this item 
declined from Rs. 30.20 crores 
during 1971-72 to Rs. 13.29 
crores during 1972-73. This 
steep decline was mostly con¬ 
fined to the “quota countries" 
viz. the UK, and the USA 
because of smaller quantum 
of exports due to tight supply 
position. 

The exports of jute manu¬ 
factures declined by Rs. 15.32 
crores from Rs. 265.28 crores 
during 1971-72 to Rs. 249.96 
crores during 1972-73. The 
fall was a little unexpected 
because upto the middle of 

1972- 73, the exports of jute 


manufactures were doing 
quite well. In the latter hall, 
however, the exports of jute 
manufactures were shrinking 
mainly due to factors like 
resumption of increased sup¬ 
plies from Bangladesh and 
growing threat from synthe¬ 
tics in the wake of high prices 
of jute manufactures. There 
was sharp decline in our ex¬ 
ports of this item to the USA 
(carpet backing doth bring 
the worst sufferer). There 
was also fall in exports to 
the USSR, Canada and ECM 
countries. In order to make 
Indian jute goods more com¬ 
petitive in relation to synthe¬ 
tics, export duties on carpet 
backing and other jute goods 
had either been reduced or 
abolished from time to time. 

Tea is another major 
commodity, exports of which 
dec-lined considerably both in 
terms of quantity and value. 
The quantum of exports of 
tea declined by 14 thousand 
tonnes, from 207 thousand 
tonnes in 1971-72 to 193 
thousand tonnes during 1972- 
73. The fall in terms of 
value was of the order of 
Rs. 9 02 crores (from Rs. 
156.31 crores during 1971-72 
to Rs 147.29 croies during 
1972-73). Exports to Sudan 
and the UK fell sharply. There 
was also a marginal* decline 
in exports to the USSR. 

An analysis of our regional 
pattern of exports showed a 
significant increase in the ex¬ 
ports to ECM, East Europe 
and the EjCAFE regions 
During the year exports to* 
the ECM rose by 79.0 per 
cent while those to east 
Europe and ECAEE increas¬ 
ed by 37 per cent, and 31 per 
cent respectively. On the 
other hand, exports to regions 
of Africa and Latin America 
were lower by 23 per cent, and 
66 per cent, respectively. In 
the case of North America, 
the exports remained more 
or Jess at 1971-72 level. While 
exports to the USA increased 
by about Rs. 13 crores, those 
to Canada decreased by Rs. 

11 crores. 

Increase in exports to east 
Europe was mainly due to 
substantial increase in the 
export to USSR. The increase 


to Poland ami Chechoslovakia 
was also notable. 

The rise in exports to the 
EC A I F regions was influenced 
by the emergence of a new 
trading partner, viz. Bangla¬ 
desh. Exports to Japan were 
also higher at Rs, 217.16 
crores during 1972-73 compar¬ 
ed to Rs 182.27 crores dur¬ 
ing 1971-72, an imrease of 
19 per cent. 

I arger exports to ECM 
resulted intcr-alia, from the 
higher exports of leather and 
leather manufactures, gems 
ami jewellery and cotton ap¬ 
parel. 

Among our trading part¬ 
ners, exports to the USA. the 
UK, Bangladesh, Japan, West 
(icramny, France. Italy, the 
Netherlands, the USSR and 
Poland were at a higher level 
compared to those effected 
during 1971-72. 

Total import during 1972- 
73 fell by 1.5 per cent, from 
Rs. 1824.54 crores during 
1971-72 to Rs. 1796.24 crores 
during 1972-73. Following 
are some of the comparative¬ 
ly more important items which 
recorded fall: (i) wheat, (ii) 
a aw cotton, (iii) fixed vege¬ 


table, oils and fats, (iv) mod 
cinal and pharmaceutica 
products, (v) paper and pupc' 
board, (vi) iron and stce 
(vii) copper and aluminiui 
and (viii) transport ©quif 
ments. 

On the other hand, th 
main items which record© 
increase during the year 1972 
73 include: (i) fruits an 
vegetables (ii) petroleum an 
petroleum products, (iii 
chemicals, (iv) fertilizers, (v 
precious and semi-preciou 
stones, (vi) lead, zinc and tii 
(vii) machinery other tliai 
electric and (viii) electri 
machinery. 

The biggest decline wa 
noticed in the case of impoi 
of wheat which fell fron 
Rs. 102.80 crores durin, 
1971-72 to Rs. 48.16 crore 
in 1972-73 a fall of Rs. 53. 
per cent largely as a result o 
comparatively easier food 
grain supply position in tin 
country in the earlier part o 
the year coupled with steej 
decline in the import parti 
cularly from USA due t( 
stoppage of PL 480 imports 

The imports of raw cot 
ton fell by Rs. 22 crores fron 
Rs. 113.39 crores to Rs. 90.8* 
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tYores during 1972-73. I he 
decline was almost entirely 
confined to the imports from 
the USA (due to PL 480) 
which more than offset the 
increase in the imports from 
Sudan. Comfortable supply 
position in regard to indi¬ 
genous crop of raw cotton 
was also a contributory fac¬ 
tor. 

The stoppage of PL 480 
imports from USA was res¬ 
ponsible for the sharp fall in 
import of soyabean oil, im¬ 
ports of which declined from 
Rs. 37,80 crores during 1971- 
72 to Rs. 14.59 crores dur¬ 
ing 1972-73. 

Imports continuer! to 
maintain their upward trend. 
Total imports during the 
year 1972-73 were higher at 
Rs. 204.04 crores as compar¬ 
ed to Rs. 194.14 crores dur¬ 
ing 1971-72 and Rs. 135-89 
crores during 1970-7 L 

There was a further in¬ 
crease in the imports of ferti¬ 
lizers (both crude and manu' 
factured) reflecting the grow¬ 
ing requirement lor higher 
agricultural imports. In the 
case of manufactured ferti¬ 
lizers the imports increased to 
Rs. 89.90 crores from Rs. 
81.20 crores during 1971-72 
and Rs. 61.20 crores during 

1970-71. 

The imports under this 
category amounting to Rs. 
284.97 crores showed a fur¬ 
ther rise during 1972-73 as 
compared to imports of Rs. 
270.86 crores during 1971-72. 
Imports in respect of metal 
working machinery, textile 
and leather machinery, power 
generating machinery and 
machinery and appliances and 
parts n.e.s. registered rise 
while those in case of agri¬ 
cultural machinery and imple¬ 
ments and office machinery 
etc. were lower. 

The imports from West 
Europe showed a significant 
increase particularly from 
£OM area which rose from 
Rs. 254 crores during 1971-72 
to Rs. 318 crores, thereby 
rising bv almost one-fourth. 
These imports comprised 
mostly machinery and trans¬ 
port equipment, iron and 


steel, non-ferrous metal, chcvni 
cals and allied products and 
fertilizers, imports were also 
higher in the case of Africa 
and Asia nearly by 14 per 
cent i nd 12 per cent respec¬ 
tively. Sudan shared the 
largest increase in the imports 
from Africa becaust of larger 
consignment of cotton to 
India. Among the Asian 
countries there was a marked 
increase in the imports 
from Kuwait, Afghanis¬ 
tan. Republic of Korea 
and Newzeland. Imports 
from East European countries 
at Rs. 218 crores during 1972- 
73 were higher by Rs. 9 
crores. As against this im¬ 
ports from the continent of 
America, particularly the 
USA droppixl by Rs. 194 
crores or by 46 per cent from 
a level of Rs 419 crores in 

1971- 72 to Rs 225 crores in 

1972- 73. Such a heavy dec¬ 
line in the imports from 
USA can be attributed to 
sharp reduction in the im¬ 
ports of foodgrains mostly 
wheat, cotton etc. 

The recent drought and 
acute shortage of power have 
had an adverse impact on the 
production of a number of 
agricultural and industrial 
items. Despite this weaken¬ 
ing tendency on the produc¬ 
tion front, India's exports (in¬ 
cluding re-exports) have 
shown a rise of about 17 per 
cent during the first half of 
the year 1973-74. The higher 
unit value realisation in res¬ 
pect of a number of export 
products has been a helpful 
factor. 

The commodity-wise de¬ 
tails of exports ag? available 
only for the first quarter of 
the year i.e. April-June, 
1973. In terms of value the 
major increases in exports 
during the quarter were con¬ 
fined to items like oils and 
oilcakes, leather and leather 
manufactures, iron ore, cot¬ 
ton piece-goods and tobacco. 
On the other hand there was 
a considerable decline in the 
exports of items like jute 
manufactures, tea, cashew 
kernels, precious and semi¬ 
precious stones, cotton ap¬ 
parel and sugar etc. 

Since the major part of 
our increase in the overall 


exports occurred m the second 
quarter (Juiy-September, 1973) 
the commodity trend of 
exports for the period April- 
June 1973 does not reflect 
the growth of exports over 
the first half of 1973-74. The 
commodity position seems to 
have under-gone some change 
during the second quarter. 
On the basis of current trend 
exports have been doing well 
particularly in respect of 
items like oilcakes, leather 
and leather manufactures, 
cotton piecegoods. pearls, pre¬ 
cious and semi-precious 
stones, basic chemicals and 
pharmaceutical products. 
Items like fish, spices, coffee, 
iron ore, other textiles are 
also reported to be faring 
well. 

Although there has been 
considerable decline in the 
exports of jute manufactures, 
but in the light of substan¬ 
tial reduction in the export 
duty and tho prices of jute 
goods becoming increasingly 
competitive in relation to 
synthetics (due to recent oil 
squeeze), the export of this 
item is expected to show a 
considerable recovery in the 
second half of 1973-74. Pros¬ 


pects of sugar are also consi¬ 
dered better than last year. 
But in respect of iron & steel 
the possibility is dim due to 
continued domestic -shortage. 

Unlike last year, the im¬ 
ports have grown at a faster? 
late than exports during the 
first half of the year 1973-74. 
During the first quarter of 
April-June 1973 for which 
the commodity-wise informa¬ 
tion is available, imports have 
shown a steep rise in respect 
of foodgrains. There havg 
also been significant increase 
in the imports of petroleum 
and petroleum products and 
machinery. Chemical elements 
and compounds, fertilisers, 
non-ferrous metals and trans¬ 
port equipment have also 
tended to rise while cotton 
and iron and steel have wit¬ 
nessed decline. 

The current inflationary 
trend in world prices and 
abnormal increase in the prices 
of imported ciude oil is like¬ 
ly to have serious repercus¬ 
sions on India's balance of 
payments. The situation 
therefore demands serious 
efforts to maximise our ex¬ 
ports to the extent possible. 


Imports, Exports (including re-exports) and balance of trade 
since 1968-69 

(Rs crores) 


Year 

Imports 

Exports 

(including 

Reexports) 

Balance of 
Trade 

1968-69 

1909 

1358 

—551 

1969-70 

1582 

1413 

—169 

1970-71 

16’4 

1535 

—99 

1971-72 

1825 

1608 

—217 

1972-73* 

1797 

1961 

—164 

April ’73-Sept., *73 

1117 

1075 

—42 

April ’72 Sept. ’72 

851 

916 

+65 


♦Figures re provisionnal and subject to revision. 

♦♦Figures are based on press notes and are subject to revision. w 
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The report of the Sixth Finance Com¬ 
mission released recently by the govern¬ 
ment makes interesting reading as it tack¬ 
les all the controversial issues in an objec¬ 
tive and unbiased manner. The construc¬ 
tive approach of the commission was 
abundantly clear in its handling of the 
oft-repeated grievance of the states that 
their dependence on the centre for resources had increased during the past two decades 
and that the centre had all the elastic sources of revenue whereas the states' revenues 
were inelastic. Slated the commission: “The centre can be financially only as strong 
as the states and vice versa. The task of a Finance Commission ought to be one of 
settling the optimal distribution of the resources of the public sector between thcccn- 
|re and the states”. Following the dictum that “resources belong to the nation and 
they should be applied at points where they are most needed”, the commission has 
recommended distribution of these resources in such a way that while the grievances 
of the states have been redressed to a certain extent, suggestions have been made for 
further examination of areas which did not fall within the terms of reference of the 
commission. 

The income-tax collected by the centre is shareable between the centre and the 
states. The First Finance Commission had fixed the share of the states at 55 per 
cent which had been raised to 75 per cent by the Fifth Finance Commission. Some 
of the stales were of the view that the entire proceeds of income-tax should be dis¬ 
tributed among the states and union territories. The Sixth Finance Commission has re¬ 
commended that the percentage of distributed income-tax should be raised from 75 to 
80. The formula for distribution gives 90 percentage weightage to population and 10 per 
cent to income-tax assessment. The states would be largely satisfied with this allo¬ 
cation but their major complaint is against the non-inclusion of corporation tax in 
the divisible pool. 

Before 1959*60, the tax on the income of companies was a part of the divisible 
pool. In a reclassification of the budget heads, corporation tax was separated from 
income tax. Over the years, it has been seen that corporation tax is much more elas¬ 
tic than income tax. However, the explicit provisions of the Constitution forbade 
the commission in making any recommendation about the corporation tax. It has 
therefore staled that “having regard to the near unanimity in the views expressed by 
"the state governments, we would suggest that the question of bringing corporation tax 
within the divisible pool be brought up for examination before the National Deve¬ 
lopment Council”. The commission lias expressed the view that the inclusion of 
corporation tax in the list of shareable taxes would not upSet the relative balance bet¬ 
ween central and state resources. This has thus remained an open quest ion to be 
taken up by the states in other national forums. 

The share of the states in basic union excise duties has not been changed by the Sixth 
Finance Commission; it will be 20 percent of the total revenue from basic excise duties 
as fixed by the preceding commission. Some minor changes have however been re¬ 
commended for auxiliary duties. The distribution of yield from these duties is to be 
on the basis of population (75 per cent) and per capita income (25 per cent). Jn the 
case of additional excise duties, the entire net proceeds have been allocated to the 
States with the distribution formula as follows: population—70 per cent; state domes¬ 
tic product—20 per cent; and production of commodities subject to additional excise- 
10 per cent. it may be stated here that the atidnici^l excise duties are in lieu of 
sales tax and there docs not appear to be any possibility of extending the items in 
this list as it would further reduce the sphere of operation of the states. 

Some of the states suggested enhancement in their share of the revenue from ex- 
cise duties from 20 to 50 per cent but this plea was turned down by the commission 

ensure equity in the aggregate transfer of resources as between surplus and deficit 
states”. The commission felt that the prosperous states would thus receive an exces¬ 
sive share in the divisible pool. Again, a number of indicators were suggested by 
the states for adoption as measures of backwardness but the commission fell that per 
capita state income alone was the best measuring unit in this regard. 

The principles on which the distribution of estate duty is based have not been al¬ 
tered by the commission; similarly, the grant in lieu of the repealed tax on railway 
passenger fares has remained unchanged. The grants to the states under article 
275(1) of the Constitution would total Rs 2509.61 crorcs while a sum of Rs 1969.62 
crorts has been provided for debt relief for the five-year period ending in 1978-79. 
In a sum of Rs 9,609 crorcs is proposed to be allocated to the states during the 
JJfthPlan period as against Rs 5,316 crores proposed bytheFifth Finance Commission. 

The emergence of the Planning Commission as u powerful instrument for the 
transference of resources from the centre to the states has been justified on the basis 
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CiorCs during 1972-73. The 
decline was almost entirely 
confined to the imports froftt 
the USA (due to PL 480) 
which more than offset the 
increase in the imports from 
Sudan. Comfortable supply 
position in regard to indi¬ 
genous crop of raw cotton 
was also a contributory fac¬ 
tor. 

The stoppage of PL 480 
imports from USA was res¬ 
ponsible for the sharp fall in 
import of soyabean oil, im¬ 
ports .of which declined from 
Rs. 37.80 crores during 1971- 
72 to Rs. 14.59 crores dur¬ 
ing 1972-73. 

Imports continued to 
maintain their upwuid trend. 
Total imports during the 
year 1972-73 were higher at 
Rs. 204.04 crores as compar¬ 
ed to Rs. 194.14 crores dur¬ 
ing 1971-72 and Rs. 135-89 
crores during 1970-71. 

There was a further in¬ 
crease in the imports of ferti¬ 
lizers (both crude and manu¬ 
factured) reflecting the grow¬ 
ing requirement tor higher 
agricultural imports. In the 
cuse of manufactured ferti¬ 
lizers the imports increased to 
Rs. 893>0 crores from Rs. 
81.20 crores during 1971-72 
and Rs. 61.20 crores during 

1970-71. 

The imports under this 
category amounting to Rs. 
284.97 crores showed a fur¬ 
ther rise during 1972-73 as 
compared to imports of Rs. 
270.86 crores during 1971-72. 
imports in respect of metal 
working machinery, textile 
and leather machinery, power 
generating machinery and 
machinery and appliances and 
parts n.e.s. registered rise 
while those in case of agri¬ 
cultural machinery and imple¬ 
ments and office machinery 
etc. were lower. 

The imports from West 
Europe showed a significant 
increase particularly from 
UCM area which rose from 
Rs. 254 crores during 1971-72 
to Rs. 318 crores* thereby 
rising by almost one-fourth. 
These imports comprised 
mostly machinery and trans¬ 
port equipment, iron and 


steel* non-ferrous metal* chant - 
cals and allied products and 
fertilizers. Imports were also 
higher in the case of Africa 
and Asia nearly by 14 per 
cent md 12 per cent respec¬ 
tively. Sudan shared the 
largest increase in the imports 
from Africa becaust of larger 
consignment of cotton, to 
India. Among the Asian 
countries there was a marked 
increase in the imports 
f rom K u wait, Afghanis¬ 
tan* Republic of Korea 
and Newzeland. Imports 
from East European countries 
at Rs. 218 crores during 1972- 
73 were higher by Rs. 9 
crores. As against this im¬ 
ports from the continent of 
America, particularly the 
USA dropped by Rs. 194 
crores or by 46 per cent from 
a level of Rs 419 crores in 

1971- 72 to Rs 225 crores in 

1972- 73. Such a heavy dec¬ 
line in the imports from 
l ISA can be attributed to 
sharp reduction in the im¬ 
ports of foodgrains mostly 
wheat, cotton etc. 

The recent drought and 
acute shortage of power have 
Had an adverse impact on the 
production of a number of 
agricultural and industrial 
items. Despite this weaken¬ 
ing tendency on the produc¬ 
tion front. India's exports (in¬ 
cluding re-exports) have 
shown a rise of about 17 per 
cent during the first half of 
the year 1973-74. The higher 
unit value realisation in res¬ 
pect of a number of export 
products has been a helpful 
factor. 

The commodity-wise de¬ 
tails of exports ate available 
only for the first quarter of 
the year i.e. April-June. 
1973. In terms of value the 
major increases in exports 
during the quarter were con¬ 
fined to items like oils and 
oilcakes, leather and leather 
manufactures, iron ore. cot¬ 
ton piece-goods and tobacco. 
On the other hand there was 
a considerable decline in the 
exports of items like jute 
manufactures, tea, cashew 
kernels* precious and semi¬ 
precious stones, cotton ap¬ 
parel and sugar etc. 

Since the major part of 
our increase in the overall 


exports occurred in the second 
quarter (iuly-Septetnber* 1973) 
the commodity trend of 
exports for the period April- 
June 1973 does not reflect 
the growth of exports over 
the first half of 1973-74. The 
commodity position seems to 
have under-gone some change 
during the second quarter. 
On the basis of current trend 
exports have been doing well 
particularly in respect of 
items like oilcakes, leather 
and leather manufactures* 
cotton piecegoods* pearls* pre¬ 
cious and semi-precious 
stones, basic chemicals and 
pharmaceutical products. 
Items like fish* spices, coffee, 
iron ore, other textiles are 
also reported to be faring 
well. 

Although there has been 
considerable decline in the 
exports of jute manufactures, 
but in the light of substan¬ 
tial reduction in the export 
duty and the prices of jute 
goods becoming increasingly 
competitive in relation to 
synthetics (due to recent oil 
squeeze), the export of this 
item is expected to show a 
considerable recovery in the 
second half of 1973-74. Pros¬ 


pects of sugar are also consi¬ 
dered better than last year. 
But in respect of iron & steel 
the possibility is dim due to 
continued domestic shortage. 

Unlike last year* the im¬ 
ports have grown at a faster* 
rate than exports during the 
first half of the year 1973-74. 
During the first quarter of 
April-June 1973 for which 
the commodity-wise informa¬ 
tion is available, imports have 
shown a steep rise in respect 
of foodgrains. There have 
also been significant increase 
in the imports of petroleum 
and petroleum products and 
machinery. Chemical dements 
and compounds, fertilisers, 
non-ferrous metals and trans¬ 
port equipment have also 
tended to rise while cotton 
and iron and steel have wit¬ 
nessed decline. 

The current inflationary 
trend in world prices and 
abnormal increase in the prices 
of imported cmde oil is like¬ 
ly to have serious repercus¬ 
sions on India's balance of 
payments. The situation 
therefore demands serious 
efforts to maximise our ex¬ 
ports to (he extent possible. 


Imports, Exports (including re-exports) and balance of trade 
since 1968-69 

(Rs crores) 


Year 

Imports 

Exports 

(including 

Reexports) 

Balance of 
Trade 

r 

1968-69 

1909 

1358 

—551 

1969-70 

1582 

‘ 1413 

—169 

1970-71 

16?4 

1535 

—99 

1971-72 

1825 

1608 

—217 

1972-73* 

1797 

1961 

—164 

April ’73-Sept., ’73 

1117 

1075 

—42 

April ’72 Sept. ’72 

851 

916 

+65 


♦Figures re provisionnal and subject to revision. 

♦♦Figures are based on press notes and are subject to revision. 
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The report of the Sixth Finance Com¬ 
mission released recently by the govern* 
ment makes interesting reading as it tack¬ 
les all the controversial issues in an objec¬ 
tive and unbiased manner. The construc¬ 
tive approach of the commission was 
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abundantly clear in its handling of the 
oft-repeated grievance of the states that 
their dependence on the centre for resources had increased during the past two decades 
and that the centre had all the elastic sources of revenue whereas the states' revenues 
were inelastic. Stated the commission: “The centre can be financially only as strong 
as the states and vice versa. The task of a Finance Commission ought to be one of 
settling the optimal distribution of the resources of the public sector between the cen¬ 
tre and the states”. Following the dictum that “resources belong to the nation and 
they should be applied at points where they are most needed”, the commission has 
recommended distribution of these resources in such a way that while the grievances 
of the states have been redressed to a certain extent, suggestions have been made for 
further examination of areas which did not fall within the terms of reference of the 
commission. 

The income-tax collected by the centre is shareable between the centre and the 
states. The First Finance Commission had fixed the share of the states at 55 per 
cent which had been raised to 75 per cent by the Fifth Finance Commission. Some 
of the states weie of the view that the entire proceeds of income-tax should be dis¬ 
tributed among the states and union territories. The Sixth Finance Commission has re¬ 
commended that the percentage of distributed income-tax should be raised from 75 to 
80. The formula for distribution gives 90 percentage weightage to population and 10 per 
cent to income-tax assessment. The states would be largely satisfied with this allo¬ 
cation but their major complaint is against the non-inclusion of corporation tax in 
the divisible pool. 

Before 1959-60, the tax on the income of companies was a part of the divisible 
pool. In a reclassification of the budget heads, corporation tax was separated from 
income tax. Over the years, it has been seen that corporation tax is much more clas¬ 
tic than income tax. However, the explicit provisions of the Constitution forbade 
the commission in making any recommendation about the corporation tax. It has 
therefore stated that “having regard to the near unanimity in the views expressed by 
the stale governments, we would suggest that the question of bringing corporation tax 
within the divisible pool be brought up for examination before the National Deve¬ 
lopment Councir. The commission has expressed the view that the inclusion of 
corporation tax in the list of shareable taxes would not ujfcct the relative balance bet¬ 
ween central and state resources. This has thus remained an open question to be 
taken up by the states in other national forums. 

The share of the states in basic union excise duties has not been changed by the Sixth 
Finance Commission; it will be 20 percent of the total revenue from basic excise duties 
as fixed by the preceding commission. Some minor changes have however been re¬ 
commended for auxiliary duties. The distribution of yield from these duties is to be 
on the basis of population (75 per cent) and per capita income (25 per cent). In the 
case of additional excise duties, the entire net proceeds have been allocated to the 
States with the distribution formula as follows: population—70 per cent; state domes¬ 
tic product—20 per cent; and production of commodities subject to additional excise—- 
10 per cent. It may be stated here that the additiciul excise duties are in lieu of 
sales tax and there does not appear to be any pmTsibility of extending the items in 
this list as it would further reduce the sphere of operation of the states. 

Some of the stales suggested enhancement in their share of the revenue from ex- 
cise duties from 20 to 50 per cent but this plea was turned down by the commission 
*Mo ensure equity in the aggregate transfer of resources as between surplus and deficit 
states”. The commission felt that the prosperous states would thus receive an exces¬ 
sive share in the divisible pool. Again, a number of indicators were suggested by 
the states for adoption as measures of backwardness but the commission felt that per 
capita state income alone was the best measuring unit in this regard. 

The principles on which the distribution of estate duty is based have not been al¬ 
tered by the commission; similarly, the grant in lieu of the repealed tax on railway 
passenger fares has remained unchanged. The grants to the states under article 
275(1) of the Constitution would total Rs 2509.61 crorcs while a sum of Rs 1969.62 
crores has been provided for debt relief for the five-year period ending in 1978-79. 
In nrf,' a sum of Rs 9,609 crorcs is proposed to be allocated to the states during the 
^fth Plan period as against Rs 5,316 crores proposed by the Fifth Finance Commission. 

The emergence of the Planning Commission as a powerful instrument for the 
transference of resources from the centre to the stales has been justified on the basis 



of farther strengthening the bonds of 
“financial kinship” between the centre and 
the states. The debate is however an unend¬ 
ing one. The study team appointed by the 
Administrative Reforms Commission to 
go into the centre-state relations had 
given the following opinion: “In the 
states, excessive dependence on the centre 
tends to produce irresponsibility and ope¬ 
rational inefficiency. At the centre, domi¬ 
nant financial power in relation to the 
states gives central authorities exaggerated 
notions of their importance and know¬ 
ledge and does not allow sufficient place 
to the points of view of the states. It is 
important, therefore, that the degree of 


New role 
of stock 
exchanges 

MR I. K. Cujral, the union minister 
for Information and Broadcasting, has 
been urging the press to curtail the space 
allotted to the coverage of news relating 
to the stock exchanges and allied activities 
as one of the methods for tackling the 
newsprint shortage. He seems to think 
that the stock exchanges are not 
doing any particularly useful type of 
work and that only a handful of people 
are interested in them. MrGujral has 
also said that it is a waste of newsprint 
to publish the speeches delivered by the 
chairmen at the annual meetings of com¬ 
panies. In a recent speech in Calcutta he 
wondered whether the public were really 
interested in reading them other than the 
wives of the chairmen ! Mr Gujral does 
not appear to have a proper idea of the 
role of the stock exchanges or of the cor¬ 
porate sector in the country's economy. 

The union minister for Information and 
Broadcasting will therefore do well to read 
the speech delivered by Mr G. S. Pathak, 
Vice-President of India, while inaugurating 
the educational programme of the Cal¬ 
cutta Stock Exchange on December 
26. Mr Pathak lucidly explained 
how the stock exchange had been playing 
“an increasingly useful role in promoting 
the rapid economic growth in the country*’. 
He said, “A stock exchange is an eco¬ 
nomic institution of great public impor¬ 
tance. Its utility in a developing nation 
is of particular significance. It serves the 
interests not only of investors but also of 
the economy of the nation in general. It 
helps the people to participate in the 
nation’s economic progress. The fruits of 
such progress must be shared by many. It 
should therefore educate the masses in the 


financial dependence of the states on the 
centre should be reduced to the minimum, 
because that minimum would be adequate 
from the point of view of giving the centre 
controlling powers in the context of ensur¬ 
ing national integration/ 1 The wrangle 
for additional funds between the states 
and the centre will without doubt conti¬ 
nue and there is every likelihood of the 
centre conceding increased share of taxes 
to the states in the coming years. As the 
share of the states in the tax revenue in¬ 
creases, their dependence on the centre 
would be reduced though an effort should 
be made at the same time not to weaken 
the centre in the process. 


art of investment. There is no doubt that 
the activities of the stock exchange result 
in the diffusion of the ownership of the 
means of production/’ 

The Vice-President of India thus made 
it clear that the stock exchanges have to 
play an important role in ushering in a 
socialistic pattern of society. He said that 
these institutions were particularly impor¬ 
tant in the context of the fifth five-year 
Plan which involves an outlay of Rs 53,250 
crores in order to achieve an over-all rate 
of growth of 5.5 per cent. A large part of 
this investment has been set apart for 
industrial growth in the private and the 
public sectors. He said that investments of 
the magnitude proposed in the Plan called 
for “determined efforts to attract and 
mobilise savings from all sections of the 
pupulation to the maximum extent 1 *. 

The educational programme of the 
Calcutta Stock Exchange has therefore 


Public opinion in this country has at all times 
been alive to the injury arising out of the meagre 
participation of her nationals in the financing of 
her foreign trade and has clamoured for its correc¬ 
tion. Even the majority of the Central Banking 
Enquiry Committee, despite their halting accept- 
tance of the weight of commercial opinion in the 
matter, cams to th4 definite conclusion that "it is 
not desirable that India should rely for all time on 
the facilities afforded by non-Indian institutions 
for th? financing of her foreign trade.* 

The advantages of the increased share of Indians 
in their nation’s trade and in financing it are not to 
be reckoned merely in terras of tne profit or loss 


been launched at an opportune moment. 
Mr, G. S. Mantry, the President of the 
Calcutta Stock Exchange, explained tfiat 
the education programme was “of great 
significance for the eastern region Iin parti¬ 
cular*’. He said that the vigorous growth 
in this region had assumed urgency in view 
of the prolonged stagnation of the eco¬ 
nomy in this part of the country. The 
programme is primarily for the benefit of 
tiie members of the stock exchange and 
assistants but others who are interested 
are also invited to join free of charge. 
This has become necessary in order to 
reorient the ways of the stock exchan^ 
for coming into contact with the new class 
of savers and for persuading them to in¬ 
vest their funds in various productive 
undertakings. 

The education programme is claimed 
to be the first of its kind in India. The 
authorities of the stock exchange have 
decided that new members and assistants 
should give an undertaking to the effect 
that they will join the education pro¬ 
gramme. The course will cover twclte 
weeks, comprising sixty lectures. The 
syllabus includes stock exchange pro¬ 
cedures, byc-laws, rules ind regulations, 
government notifications and guidelines; 
investments and securities ; fiscal and 
monetary policies as well as the functions 
of banking; company law and practices 
especially relating to securities dealt in 
in the stock exchanges, and discussions 
about the impact of current economic and- 
political events on the securities handled 
by the stock exchanges. 

The programme and the syllabus seem 
to have been well conceived. But it is not 
clear how exactly the members of the 


which will accrue to the agencies involved in the 
business but with reference to the valuable commer¬ 
cial contacts which can be built abroad which will 
prove of enduring value both in retaining existing 
markets and developing new ones. The example 
of German and Japanese foreign exchange banks 
in causing the rapid growth of their country’s 
foreign trade, and of non-British bauks in this 
country must afford sufficient evidence. Nor 
are the purely banking advantages negligible. The 
impetus to domestic banking, the growth of the 
much longed for bill market, increased business to 
Indian insurance companies, saving on brokerage, 
commission and other Invisible* services—ad tfiese 
are no mean gains. j 
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stock exchange and their assistants are 
going to mobilise the savings of the small 
investors. The education programme will, 
of course, make the members better infor¬ 
med adout the fiscal and other policies of 
the government. But unless some positive 
treasures arc taken to contact the in¬ 
vestors especially in the rural areas, how 
will it be possible to attract their savings? 
Mr Pathak said that a steadily increasing 
proportion of the national income was 
flowing into the hands of the farming 
community, industrial workers and small 
entrepreneurs. He observed, “It is in 
tJks section of the population that sav¬ 
ings arc being increasingly generated, 
and therefore it is this section of the 
population which has to be approached 
and persuaded to divert its savings for 
investment in productive enterprises. 

In this process of broadening the base of 
ownership of industrial and commercial 
concerns to cover millions of small in¬ 
vestors, the stock exchange has come to 
pfey an important role. The stock ex¬ 
change offers a great incentive to the 
common man to have a share even in the 
largest concerns through the investment 
of his modest savings. It is the function of 
the stock exchange to help the small in¬ 
vestors in this respect and secure for him 
the economic ami psychological satisfac¬ 
tion of playing his part, however small, 
in the promotion of national develop¬ 
ment” 

The Vice-President lias rightly stressed 
the imperative need to woo the small 
investor. The Calcutta Stock Exchange 
therefore should not confine its educa¬ 
tion programme merely to a course of 
lectures for the benefit of its members 
and assistants. It should evolve a suitable 
programme to spread the investment habit 
among the rural communities, industrial 
workers, and others. It should publish 
periodically brochures and other literature 
1 T 1 local languages, explaining in simple 
style the part played by the stock ex¬ 
changes in the country’s economy. The 
severe shortage of newsprint is a great 
handicap in publicising the activities of 
the stock exchanges and the opportuni¬ 
ties provided by them to the small savers. 

Even so, these institutions, individually 
and collectively, should do their best to 
keep the public continuously and correctly 
informed about the various aspects of 
investment. The fact that the banks and 
the Life Insurance Corporation have been 
vigorously expanding into the rural areas 
should be a great advantage to the stock 
exchanges in promoting their publicity 
programme. The move to accelerate the 
development of the backward areas by 
providing them with infrastructure and 


by attracting industries should also, in 
course of time, help jn creating a wider 
class of investors in the country. 

But the slock exchanges cannot, by 
their own efforts, stimulate savings in a 
big way, unless the tax policies of the 
government of India are suitably modified 
to help this process. The corporate sector 
should be enabled to operate profitably 
and pay a reasonable return to tnc share¬ 
holders. There should also be some sta¬ 
bility in regard to economic policies. Sud¬ 
den take-overs or nationalisation of indus¬ 
tries, and the failure to pay prompt and 
adequate compensation, will shake the 
confidence of investors especially the 
small ones. As Mr Pathak said, “Before 
wc can have mobilisation of private sav¬ 
ings and the acquisition of financial assets 

Made in 

middle east 

Tin: crisis in the international oil situa¬ 
tion as a result of the developments 
in west Asia has made nonsense of the 
balance of payments position of many 
developed countries and there is now 
speculation about how the adverse effects 
of an unconscionably dearer oil bill will 
be overcome by the latter. Even assum¬ 
ing that oil exports from west Asia will 
be around 600 million tonnes annually 
and there will be some discouragement to 
consumption'on account of higher prices, 
the major consuming countries will have 
to foot an additional dollar 50 billion 
yearly. This may result in the wiping 
out of the surpluses of Japan, France and 
even West Germany. Britain's position 
will become extremely vulnerable while 
USA also will have to spend additionally 
dollars nine billion in spite of the fact 
that a good portion of its requirements of 
oil are found from internal sources. This 
is because higher prices will also have to 
be paid lor imports from Vcnezuia and 
Canada. 

The actual benefit derived by the 
west Asian countries alone will be dollars 
30 billion and the question is now being 
asked in financial circles how these sur¬ 
pluses will be sucked back by the deve¬ 
loped countries in the shape of higher 
prices for their exports and other adjust¬ 
ments. There will certainly be an 
attempt on the part of Japan, west 
Europe and USA to pass on the inci¬ 
dence of a higher oil bill to the oil ex¬ 
porting countries with larger trade at 
higher prices. It is of course being 
debated whether the oil prices jacked up 
to artificial levels can be maintained and 

as 


by many people, there must be suitable 
conditions for increase of income and 
creation of savings. Accelerated rate of 
growth is essential before the important 
question arises of equitable distribution 
and for carrying out egalitarian policies. 
Increased productivity and reduced 
inequality has to be the motto. But for all 
this, a favourable climate in the country 
is essential”. 

In many advanced countries, the num¬ 
ber of shareholders runs into several mil¬ 
lions. In India too it should be possible 
to make industrial democracy a reality if 
the economic policies are truly growth- 
oriented and the stock exchanges and 
other financial institutions display greater 
initiative and imagination in mobilising 
the people’s savings. 

whether a stabilisation at much lower 
levels will not take plac as a result of 
efforts to evolve long-term strategies. 
The members of the Organisation of 
Petroleum Exporting, Countries them¬ 
selves have been hinting at the need for 
a long-term price policy though it is not 
clear what exactly they have in mind. 

Whatever be the ultimate outcome of 
the new efforts that might be made to 
reduce oil prices by the middle of next 
year, it is quite on the cards that oil 
prices may fluctuate between dollars 8-10 
per barrel rather than dollars 4-6 per 
barrel anticipated sometime back. If the 
oil bill has to become at least four times 
cosily than it was in 1971 and the trading 
nations have to maintain their export 
surpluses at reasonable levels, there has 
to be a rise in prices for armaments, 
industrial machinery, consumer goods 
and various other items. Japan and 
Britain particularly arc nations trading 
mainly in differences in prices for imports 
and exports. It is difficult at this stage 
to anticipate precisely the course of 
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developments in 1974. But there is no 
doubt that there will be jt general rise in 
prices for manufactured* goods and even 
for agricultural commodities all over the 
world and every effort will he made to 
get back from the Arabs as much a* pos¬ 
sible of the additional amounts paid by 
the developed countries for oil supplies* 
by supplying to them goods on a dearer 
basis. 

The west Asian countries however 
will get the better of the bargain as they 
will have a problem of spending all their 
surpluses. There will of course be an 
attempt to develop the region industrially 
and already plans are under way for 
promoting petrochemical industries 
constructing a huge pipeline across 
Fevptian territory to the Mediterranean 
and creating infrastructure facilities. 
Even so, there will he unspent surpluses 
and the Shah of Iran has hinted that a 
development fund may be created for 
extending aid to the poor countries. There 
may also be schemes for intra-regional 
cooperation. 

The foreign exchange budget of our 
country has naturally been thrown out. 
of shape and even before the fifth Plan 
has got under way, it has become neces¬ 
sary to reassess the availability of net 
foreign exchange resources and determine 
how foreign exchange earnings can be 
augmented through larger and dearer 
cxpoits for meeting u costlier oil hilt. If 
has been estimated that the cost of crude 
oil and petroleum products in 1973-74 
alone may increase by over Rs 400 crores. 
The rise would have been more pro¬ 
nounced but for the fact that the big 
increase in prices has come about only 
in the last five months. Luckily the 
trend of exports in the first six months 
of the current financial year has been 
satisfactory, there being an increase of 
Rs 1M crores to Rs 1090 crores in spite 
of various handicaps. With a recovery 
in gunnv exports and a higher level of 
industrial output in the latter half of the 
year, it is expected ihat the value of 
exports for the whole year will be around 
Rs 2200 crores, representing an improve¬ 
ment of roughly Rs 300 crores as com¬ 
pared to 1972-73. 

The import bill however may increase 
by more than Rs (>00 crores even allow¬ 
ing for the possibility of a shortfall in 
imports of fertilisers, steel and other 
items. Between oil and food imports 
alone there may be a rise of Rs 600 
crores. As there was a trade surplus of 
Rs 185 crores in 1972-73 and exports arc 
likely to be higher by Rs 300 crores in 
1973-74 the net deficit on trade account 
may not be more than Rs 115 crores 
which can be easily managed by utilising 


net foreign aid. The real difficulty will 
however be felt in 1974-75 when the cost 
of oil imports will rise by Rs 500 crores 
to Rs 1000 crores and there may be an 
increase in prices of other imports by at 
least 20 per cent. It is probable there¬ 
fore that imports may reach the stagger¬ 
ing figure of Rs 3300 crores in the next 
financial year and if there was only a 
normal growth in our exports* to Rs 2500 
crores there will be a forbidding gap of 
Rs 800 crores. Indian exporters will 


therefore be compelled to secure higher 
prices for their products and the new 
opportunity for realising more on exports 
of gunnies, iron ore, cotton textiles and 
plantation products should be carefully 
explored. The new year will therefore 
pose many challenges for the developed 
and developing countries and it remains 
to be seen how the new affluence of the 
oil rich nations will affect the fortunes of 
the different countries and a new pattern 
of world trade and prices will emerge. 
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POINTS Of VIEW 

Value management 

audit in public sector 


vAue management embraces value ana¬ 
lysis and value engineering. In some 
quarters these two expressions have been 
used synonymously. Its major objectives 
are (a) to enhance the value of products 
and services produced by an enterprise 
and (b) to promote new uses of these pro¬ 
ducts and services. There are different 
ways of realizing these objectives and 
■ thus arc decision points for management. 
Mention may be made here of (i) substi¬ 
tuting current materials and components 
by those much cheaper for the same end- 
uses; (ii) altering, modifying or changing 
product processing or product design in 
such a way as would make the manufac¬ 
turing processes and operations easier and 
smoother--this may be done cither by eli¬ 
minating or adding to the existing proce¬ 
dures and practices; (iii) producing higher 
value products or services for the same 
injiut-factors; (iv) reduction of cost for 
the existing levels of value of the products 
and services; and (v) improving the per¬ 
formance of the products and services for 
the same cost but a higher price. 

optimum utilisation 

The approach of value management is 
that there exists a better way of produc¬ 
ing and utilizing the products and servi¬ 
ces. Value management audit contribu¬ 
te^ to this conscious effort of management 
towards reaching an optimum of econo¬ 
mics of resource utilization within the 
constraints that condition the productive 
atmosphere of a unit. In addition, the 
value managers cannot handle all or most 
items at the same time. The attention 
that each item gets over lime is unavoid¬ 
ably meagre when the number of items 
calling for attention is large. A gap thus 
remains in value management function 
that requires to be covered. Value ma¬ 
nagement audit does this job among other 
functions. 

Value management audit is a system 
of regular periodic review and appraisal 
of the value management function of an 
industrial enterprise* Though it isrele- 
THxxi for all types of productive activities 


of various sizes, its effectiveness is more 
manifest in large-scale manufacturing 
units in which management is innovative 
and “thrusting” rather than lethargic and 
“sleeping”. This audit presupposes that 
value management as an organized acti¬ 
vity exists as a normal production manage¬ 
ment function and that management 
is sincerely interested in initiating 
possible improvements in products and 
processes wherever feasible. Value ma¬ 
nagement audit in fact closely studies this 
activity and helps the concerned manage¬ 
ment with ideas, methods and approaches 
while determining the cost-effectiveness of 
not only the value management function, 
but also of the value management audit 
function itself in various ways. 

wider connotation 

Here it is relevant to point out that 
value analysis and value engineering are 
generally understood to be the purview of 
engineers and technologists and are not 
considered to pertain to top management 
policy. However, value management has 
a much wider connotation than that of 
being limited to engineers. Jn the wider 
sense, value management implies a com¬ 
posite of techno-managerial, techno-eco¬ 
nomic, socio-technical and socio-econo¬ 
mic considerations. The perception of 
value by the consumer or end-user him¬ 
self has to be matched by that of the 
manufacturer and, significantly, also by 
that of the nation as a whole, as to what 
should be produced and how. Value 
management audit has the important pur¬ 
pose of causing the required synthesis in 
managerial approaches to the question, 
so that the perspective is not lost while 
technological sophistication is achieved in 
an organized way. Audit of value ma¬ 
nagement thus ensures that no lopsided 
emphasis is given to any aspect of value 
maximization at the cost of other aspects 
and considerations. 

Value management audit as a system 
of internal review and appraisal acts on 
behalf of the top management. Its aim 
is to find out feasibility of initiating fur¬ 
ther improvement than what has been 


done by the value management experts, 
to know and judge the innovations effect¬ 
ed, the possibilities of substitution of fac¬ 
tor-inputs for greater economy and to 
improve product performance by intro¬ 
ducing features not present now. The 
audit specialists do not and should not 
end their work with throwing up sugges¬ 
tion. They should also see to their im¬ 
plementation, stressing the “demonstra¬ 
tion effect” of recommendations. 

gauging the worth 

This responsibility implies that the 
value auditors should size up the value 
management system in vogue and gauge 
its worth in the context of the products in 
view, factor supply, factor cost and 
factor utilization, as against demand, 
manifest and potential, in markets, 
domestic and international. 

Value management seeks to maximize 
value of products and services. Value in 
this context underscores fa) use value (b) 
low cost and (c) image of the products 
and services or sentimental value irrespec¬ 
tive of other considerations. The enhan¬ 
cement of use value can be effected 
through different means that have been 
indicated earlier. Cost reduction in this 
context suggests enhancement of other 
values at lower, constant or even higher 
costs when the movements in the former 
are more than proportionate increases in 
the latter. The third type of value aug¬ 
mentation stresses creation of products 
that enhance prestige, social status, dis¬ 
tinction in the sense of uncommonness, in 
short, pleasing particular tastes, as against 
mass consumption items. In conditions 
in which everyone seeks to look different 
this third type of value has a significance 
not always recognized. Though this is 
applicable more in consumption indus¬ 
tries, in specific cases, this applies to other 
industries as well. In the context of audit 
of value management, esteem value should 
receive due consideration, inclusive of fac¬ 
tors that make the products desirable to 
the consumers. 

In value management, functions of the 
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product arc under close examination. 
These functions rendered by the products 
at minimum cost are said to give maxi¬ 
mum value thereof. These functions in- 
elude reliability, maintainability, product- 
bility, human factors, parts availability, 
production lead time, quality, weight, 
logistics, performance and packaging, 
apart from cost, lor audit purposes, 
these criteria should be examined in the 
context of the products and methods of 
improvement considered in detail with 
reference to the work of the value manage¬ 
ment team in the enterprise. There are 
two important aspects in such scrutiny, 
f irst, it is necessary to trace, assess and 
classify these functions so that no crite¬ 
rion is left out of view. Secondly, there 
should be evaluation of these func¬ 
tions on the bads ol accepted scales 
of reference. Since judgement is 
involved in the evaluation, careful 
consideration is necessary for avoid¬ 
ing bias, for guarding against undet playing 
achievements or for minimizing the glare 
on failures. Jn a multi-plant, multi-pro¬ 
duct firm, considerable care is called for to 
ensure that no product is sidetracked and 
that no eiiteiion is ignored. Where ABC 
analysis applies, it should be considered 
whether the grouping of items has been 
logical, whether substantial possibilities 
exist in regard to B and C items and 
whether alternative factor inputs can give 
better results or similar results at less 
cost. 

criteria used 

To reduce bias in the context ol eva¬ 
luation of functions the value management 
team may have applied several ways, 
evolving suitable scales of reference against 
which individual functions are tested. The 
value management auditors should under¬ 
line these scales and examine their appro¬ 
priateness on the one hand, and the eva¬ 
luation process, on the other. The crite¬ 
ria used lor the evaluation of functions 
are (J) comparing with a product perform¬ 
ing similar functions; (2) comparing with 
an item having similar physical appear¬ 
ances; (3) in relation to an item having 
similar properties; (4) examining an item 
having similar processes of production; 
and (5) any other detail considered rele¬ 
vant for this purpose. It will be noticed 
that almost the entire effectiveness of this 
evaluation process depends on the selec¬ 
tion of products or items for purposes of 
comparison. Here it should be noted 
that for purposes of comparison, a product 
or its individual parts or components 
may be taken. When several products 


arc there each should be examined as well 
as similar parts or components in different 
products having similar or different end- 
uses. The basic approach in respect of 
evaluation is to avoid complacency, find 
out the present situation and think of 
ways of betterment of the existing situa¬ 
tion. 

objective assessment 

In many public sector units, small 
achievements are magnified many times 
and major failures arc cither underplayed 
or not brought to light at all. The private 
sector units are not free from this motiva¬ 
tion but not much is known about them. 
Audit can, on behalf of management, 
assess the true character of these attain¬ 
ments and advise management according¬ 
ly. Audit, however, docs not undermine 
the achievements. Objectivity is the sole 
criterion of such assessment while to en¬ 
sure easy acceptability the auditor should 
operate through the value management 
team and enlist ns support. Frictions, 
tensions or complexes aic easily aroused 
and the auditor has to guard against 
these possibilities. Push and pull factors 
are far too many and the auditor can ill 
afford to ignore them. For all practical 
purposes, this aspect should form part of 
Ins audit report plan. After all, the 
auditor is a member of the internal 
management. 

In respect of oigani/atioo for value 
management audit, several questions arise 
as to how it will function, what should be 
the pattern of departmentation, powers 
and responsibilities, manning of cadres 
and, above all, cost ol the audit set-up. 
Where a streamlined value management 
system exists, the nature of its functions 
may partially determine the set-up of the 
audit function. It is, however, logical 
that value management audit as an inter¬ 
nal appraisal system should be organized 
as a part of the other audit systems in 
the enterprise. The value management 
team being there, one member of the 
team, may be the seniormost member, 
should be assigned the responsibility. In 
a way, this practice may have its advant¬ 
age* and disadvantages. 

As for advantages, communication 
between the team and the author will be 
easier; being a senior member jf not the 
seniormost, acceptability of audit findings 
will be better; and, more significantly, 
being well aware of the modus operandi of 
value management the process of review 
and appraisal is likely to be more penet¬ 
rating and knowledgeable. As for the 
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disadvantages, freshness of approach may 
be lacking in view of the lengthy exposure 
to stereotypes; the practices followed in* 
other units may not be intimately studied; 
subjective approach arising out of intima¬ 
cy with the value management team may 
come in the way of the best results; and, 
being accountable to top management, 
objective audit reporting may expose the 
auditor's weakness as a member of the 
value management team. Establishment 
of the set-up will thus have to take account 
of both sides of the coin. Practices may 
vary depending on the nature of circums¬ 
tances. 

a rarity in India 

In India, value management as an 
organized activity is a rarity. Results of 
value analysis products and materials sub-' 
stitution and import substitution-*are 
of course flashed in the press from time 
to time regarding several enterprises. 
Audit of value management function is 
almost non-existent. But value manage¬ 
ment and its audit can bring results not 
known now. Their bearing "on the ulti¬ 
mate performance of an enterprise needs 
appreciation. In the context of resource 
scarcity and the need for factor substitu¬ 
tion, value management and its audit de¬ 
serve to be steamlined. Particularly in 
large-scale, multi-plant, multi-product, 
manufacturing enterprises, value manage¬ 
ment audit should be organized as a dis¬ 
crete activity. The urgent need for iinpori 
substitution, stress on self-reliance anc 
possibilities of cost savings underline th< 
importance of value management and iv 
audit as a self-adjusting, dynamic mecha 
nism for achieving better results on thi 
basis of existing resource constraints. Ii 
the fifth Plan, this role of value manage 
ment may be better appreciated as a stwe 
of scarce national resource if a planned 
deliberate effort is made in this direction. 

In conditions in which the same rc 
source set-up can produce several pre 
ducts commanding different profit poter 
tial the normal commercial motivatjor 
would make the enterprise produce tiros 
products which yield the highest prof 
whereas society requires other article 
that may have been rejected. Value m t 
nageraent audit jn the public sector xna 
assist management in selecting the mo: 
desirable product-mix irrespective < 
profit. In the western countries and ti 
USA, health hazards have acted as a fa 
tor in banning several chemical and phi 
maceutical articles like DOT, fertilfa 
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and medicines. In determining the use 
value of products, value management 
auditors may take serious note of such 
warnings to recommend alternative pro¬ 
ducts for similar end-uses but free from 
hazards. On the other hand, using scar¬ 
ce resources for producing items low in 
the list of national priorities, may be 
discouraged in preference to items con¬ 
sidered essential. U-sector items not 


meant for export are a case in point. Be¬ 
fore entering into commitment of a per¬ 
manent nature, if management is advised 
not to produce certain items and to pro¬ 
duce certain others, it gets an opportuni¬ 
ty to exercise its discretion in this con¬ 
text. Value managers or value manage¬ 
ment auditors do not decide on behalf of 
management. On the basis of facts culled 
from interna! and external sources they 


Poverty in India 


lr is seldom realised just how many 
people have a vested interest in India's 
poverty. Without a firm faith in a poor 
and backward India, there would be 
legions of frustrated revolutionaries. 
^Politicians would be deprived of handy 
slogans; labour would not need to be 
pampered and classes classified as back¬ 
ward would cease to be objects of politi¬ 
cal patronage. 

While vast areas of poverty and 
backwardness in India cannot be denied, 
it must, at the same time, be recognised 
that over-emphasis of this poverty has 
k becn used for ends which have resulted 
in policies damaging to India’s progress. 

There is perhaps no country in the 
world which, in the name of the weaker 
sections, has created so many incentives 
for backwardness and so many disincen¬ 
tives for growth. The facts of poverty 
in India must be fairly faced but the 
fiction needs to be ruthlessly cut to size. 

starvation line 

? The picture of poverty in India con¬ 
jures up visions of millions of starving 
peasants. This vision has been supported 
by the frequently quoted slogan that 
two thirds of our population live below 
the ‘starvation line’. In this context it 
will be interesting to examine what exact¬ 
ly is this so-called ‘starvation line' and 
whether in fact it really does exist. 

According to Colin Clark in “Starva¬ 
tion or Plenty”, the idea of the ‘starva¬ 
tion line* was first propounded in 1945 
by Lord Boyd-Orr, the first Director 
General of FAO. According to some 
rather doubtful calculations it was esti¬ 
mated that a person’s minimum daily 
xialorie requirement was around 2300. 
/The 'starvation line* concept gained great 
popularity, but was soon found to be 


totally false and was rapidly retracted 
and has not been used by serious scien¬ 
tists ever since. Nevertheless, the cham¬ 
pions of poverty continue to use this 
convenient and emotionally charged 
slogan to the present day. 

minimum requirements 

If the minimum calorie requirement 
of a human being was in fact 2300, it is 
quite clear that the population of China, 
which in 1961 had an average consump- 
tionof^OO calories, would have been 
decimated long ago. Similarly, Japan 
which has a high standard of living, but 
a diet traditionally low in calories, has for 
generations been living below this so-call¬ 
ed ‘starvation line'. 

Calorie intake requirements vary ac¬ 
cording to the climate, body weight and 
numerous other factors. Colin Clark 
states that one kilo of wheat or equivalent 
foodgrain, after milling, provides 3150 
calories and that means a minimum food 
requirement is, therefore, about 190 kgs, 
per adult, per year. As India’s average 
‘‘grain equivalent” agricultural production 
is estimated at round 380 kgs per capita, 
it is clear that wc are producing double 
of our minimum agricultural require¬ 
ments. 

The Planning Commission's “approach 
to the fifth Plan'’ has defined a poverty 
level at a per-capita consumption of 
Rs 29 per month 1960-61 prices, corres¬ 
ponding to Rs 40 at current prices. How¬ 
ever, per-capita data is meaningless, 
because consumption, especially of basic 
consumption items, is always in terms 
of family or household units, Rs 40 per 
capita therefore, means an average con- 
suption of Rs 228 per month for the 
average Indian household of 5.7 members. 
This is by no means a small sum. 

It may certainly be argued that while 


Rornis onnuii 

supply information and advise manage¬ 
ment for decision making. Sound analy¬ 
sis and interpretation of facts help ma¬ 
nagement to adopi the most desirable 
course of action. In this, the assistance 
of value management auditors is quite 
significant. Value management audit 
acts in close cooperation with R & D 
function, marketing and production en¬ 
gineering, in this respect. 
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averages are all very well, the poorer 
sections may in fact be below this ‘star¬ 
vation or subsistence line. However, 
it is noteworthy that, after examining 
numerous reports from the National 
Sample Survey, National Council of 
Applied Economic Research, numerous 
studies of individual districts and states 
and the report of Messrs Dandekar & 
Rath in ‘Poverty in India’, there seems 
to be very little evidence to really support 
this view. 

Table I (p. 90) gives a study by the 
National Council of Applied Economic 
Research of income changes in rural 
India between 1962 and 1967/68 and these 
tcertainly do not show that the poor 
are getting poorer. Standards of living 
may be low in India but they always 
have been and they arc steadily improv¬ 
ing in almost all sectors of the com¬ 
munity. 

eradication of poverty 

The eradication of poverty must begin 
in rural India, because though it engages 
80 per cent of population, it provides 
only slightly more than half of India’s net 
domestic product. Urban India, there¬ 
fore, not only has to make up this short¬ 
fall but also carries an unfair burden of 
taxation, India's problems, urban and 
rural, can, therefore, be solved in rural 
India through increased rural productivity. 
This aspect, therefore, needs careful 
examination and the interesting areas 
of industrial and urban growth can, 
therefore, be covered separately. 

Many rural income studies do, how¬ 
ever, point out several problems which 
affect the lowest fractile groups. It is 
observed that the lowest income groups 
are facing genuine hardship but in most 
such cases their hardship is not due to 
any lack of employment opportunities 


EASTERN ECONOMIST 


89 



but because of sickness, old age, infirmity 
etc. of the earning members. It is often 
forgotten that India has 2.5 million lepers* 
over three million blind and deaf, eight 
million TB patients many million others 
suffering from other serious ailments. 
This is a large percentage out of only 92 
million families in rural India and 20 
million families in urban 1 areas. Their 
welfare is a special problem and their 
poverty cannot be removed by any 
amount of employment opportunities, 
land * redistribution or other economic 
efforts. 

In some states there are problems also 
of depressed or backward tribals who arc 
a special problem which also cannot be 
generalised as problems of rural employ¬ 
ment or land distribution, 

seasonal unemployment 

A large section of the rural population 
also suffers from seasonal unemployment 
caused by the highly seasonal nature of 
the Indian monsoons and the consequent 
seasonal foodgrains production. This is 
a special problem chiefly found in the 
states of Bihar, Andhra, Onssa and in a 
few famine prone districts of other states. 
Landless labour is chiefly found in these 
states and its problem is not caused by 
the shortage of land, but by the uncertain 
and poor productivity of land. The bulk 
of this rural labour consists of in fact 
small or marginal farmers and not the 
so-called landless labour. 

There arc several false notions con¬ 
cerning the eradication of poverty. The first 
such myth is the idea that India’s poverty 
is due to the inability of the state to pro¬ 
vide for the basic needs of the weaker 
sections of society. 

It is, however, observed that even 
though food grains account for a large 
portion of the consumption of India’s 
poor, it is by no means the only item 
which is crucial to their existence. It has, 
therefore, been wrongly assumed that the 
farmers’ main expenditures need to be 
confined to such items as food, clothing 
shelter, medicine etc. 

In this connection a very interesting 
report by the U.P. Agricultural University, 
Pantnagar, entitled 44 Problems & Prospects 
of Small Farmers in Two Districts” reveals 
interesting insights about the average 
expenditure of small farmers (under two 
hectares) in two districts. The everage 
household expenditure of these small 
farmers selected, firstly from a rich Tarai 
area of Nainital district, and secondly 
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from a block of the poor and backward 
district of Badaun are given in the tables 
II and HI. 

TABLE II (in Rs) 


Average Household Expenditure per year 

Consumption items 

Badaun 

Nainital 

House grown farm 
produce 

Cash expenditure 

1761 

1574 

1543 

2287 


3335 

3830 

TABLE ni 


Details of Cash Expenditure 

__ (in per cent) 

Consumption items Badaun Nainital 

(Tarai) 


35 24 

18 19 

15 14 

8 16 

5 4 

4 6 

4 3 

4 3 

4 3 

2 2 

1 1 

— 6 


100 100 


From this study it is clear that poor 


Wedding 

Clothing 

Food 

New housing 
(durable) 

Other durables 

Medicine 

Education 

Ceremonies, recreation 
Sl personal 
Travel 

Fuel and light 
House repair 
Other 


farmers, even in a backward district, 
spend considerable sums of items beyond 
their direct material needs. In fact it^ 
may be argued that the basic needs are 
not just these material needs. The social 
status needs, expenditure on weddings, 
religious ceremonies and the farmers’ 
need for the excitement of travelling, enter¬ 
tainment etc. are no less his inescapable 
basic requirements. 

It has to be understood that the rural 
buyer is exactly like his counterpart in 
urban areas and is dominated by the hu¬ 
man needs of status, stimulation and secu¬ 
rity as much as the so-called animal needs 
of food, clothing and shelter. 

The poverty of India's poor is much 
greater in the area uf his human needs 
and aspirations than in the area of his 
animal needs. 

The second myth is the recurring 
theme of all discussions of India’s poverty, 
the idea that land reform or land redistri¬ 
bution, is the answer for helping the back¬ 
ward sections. It is, however, not realis¬ 
ed that land, while certainly a potential 
source of wealth and income, is also cap¬ 
able of making people captive to it, and 
depriving them of the opportunity of seek¬ 
ing gainful and satisfying employment 
elsewhere. * 

It has been estimated that there are 
today some 92 million families in rural 
India of whom 64 million, or 70 per cent 
have land and of whom 27 per cent are 
actively and gainfully engaged in trading, 
commerce, transport, industry, forestry, 


table 1 


Income Changes in Rural India : 1962—1967-68 



1 Number of households (’000) in rural 



india 

1 % 

Income/class 

Rural household 1 Present study 

| V 

| change 

(Rs. pa) 

survey 1962 [ 1967-68 

1 





Nos. 

o/ 

/o 

Nos. 

% 



Upto 


360 

4,285 

6.5 

1,376 

1.5 

—71.0 

361 

- - 

480 

4,680 

7.1 

1,817 

2.5 

— 

-65.0 

481 

- - 

600 

6,356 

9.7 

2,600 

36 

—63.0 

601 


720 

6,488 

9.9 

2,991 

4.1 

—59.0 

721 

,, r „ 

900 

8,821 

13.4 

6,449 

8.8 

- 

-34.0 

901 


1200 

10,531 

16.0 

11,441 

15.6 

H 

- 2.5 

1201 

. .. 

1800 

12,451 

18.9 

13,347 

18.2 

H 

- 3.7 

1801 

__ 

2400 

5,436 

8.3 

9,665 

13.3 

H 

-60.0 

2401 

- 

3600 

3,786 

5.8 

8,943 

12.2 H 


110.0 

3601 

-1 i 

4800 

1,512 

2.3 

5,459 

7.6 


230.0 

4801 


7200 

809 

1.2 

4,547 

6.2 H 

1-417.0 

Above 


7200 . 

578 

0.9 

4,418 

6.0 H 

h 

567.0 

All income classes 

65,733 

100.0 

73,142 

100.0 
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mining, quarrying, contracting etc., which 
do not require any ownership of land. 
Jn fact, studies of any prosperous district 
show that growing agricultural prosperity 
causes a positive decline in the number of 
people engaged on the land and a rapid 
shift to more satisfying and remunerative 
areas^of activity. 

This is demonstrated by the case of 
Punjab where only 23 per cent of the rural 
population today arc cultivators and agri¬ 
cultural labourers, and Punjab is the 
granary of India. 

unproductive employment 

This decline is due to the fact that in 
backward areas there tends to be abnor¬ 
mally high unproductive, employment. As 
a district gets more prosperous the emp¬ 
loyment reaches a level of normalcy. It 
is understandable that, if a man can afford 
it, he would not like his wife to undertake 
hard labour, nor his young children or 
elderly parents. As a district becomes 
prosperous, there is a sharp shift from 
foodgrain production to dairying and to 
the growing and successfully marketing of 
fruits and vegetables and also more shift¬ 
ing to trade, transport, small industry etc. 
These require far Jess manual labour from 
jfte weaker members of the households, 
who also consider these more honourable 
and rewarding forms of employment. 
Small farmers also become more and more 
rare. They increasingly shift to better 
employment leaving farming as a secon¬ 
dary source of income. 

Where poverty in some districts causes 
abnormally high degrading employment, 
it seems ridiculous that some planners are 
seriously considering the creating of more 
unproductive employment in the form of 
stone-breaking, road construction etc. 

The proper answer is to encourage 
agricultural productivity so that labour 
can be gainfully employed in handling the 
fruits of increased prosperity in the form 
of more labour to handle, transport and 
sfore more harvested crops, more employ¬ 
ment from more consumption expenditure 
which also requires more local manufac¬ 
ture and trade. So much more can bo 
done even in backward districts with the 
existing limitations of irrigation, as has 
been demonstrated by the International 
Clop Research Institute for the semi- 
arid tropics. 

f ' With prosperity, there is increasingly 
* trend of young adults to be better edu¬ 


cated and better able to shift into small 
industries making agricultural machinery, 
implements and servicing of pumpsets, 
tractors, etc. 

Kama! district today has over 
40,000 pumpsets and 4,500 tractors plus 
threshers, implements and numerous other 
types of agricultural machinery which 
probably engage nearly 30,000 'workers 
full time, on their sales, supplies operation 
and maintenance. This is a large per¬ 
centage out of the workers in this dist¬ 
rict. 

Similarly, in the case of Saharanpur, 
although 77 per cent of the population 
lives in rural areas, only 45 per cent are 
cultivators and agricultural labourers, In 
other words, over 41 per cent of the rural 
population are gainfully employed out¬ 
side direct agriculture. 

Examples from other states show that 
in East Godavari district only 73 per cent 
of the rural workers are actually engaged 
as cultivators or farm labourer. In Than- 
javur district of Tamil Nadu the percent¬ 
age is 80 percent, the rest of Hie rural 
workers are gainfully employed else¬ 
where. 

sentenced to hard labour 

A landless farmer given two acres of 
redistributed land is in fact being sentenc¬ 
ed to a longterm of rigorous hard labour 
for himself and all his family. In fact, 
small farmers should be given every en¬ 
couragement to shift from marginal agri¬ 
culture to more productive and dignified 
forms of activity. More productive agri¬ 
culture leads to more successful extra- 
agricultural diversification. The only 
land ceiling really necessary, is a ceiling 
on minimum holdings to make all holdings 
productive. 

The short-sighted fixation on land 
has also been destructive to the very im¬ 
portant area of forestry. Forests are 
capable of providing considerable employ¬ 
ment potential and productive use of land. 
India should shift from forest conser¬ 
vancy to timber harvesting which has huge 
potential. Instead, forest lands are ruth¬ 
lessly cut down, destroying animal life, 
accelerating soil erosion and reducing 
rainfall retention. Forests in fact appear 
to be the stepchild of the ministry of 
Agriculture, where the chief efforts seems 
to be the enhancement of area under 
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crops even at the expense of our forest 
wealth. 

Apart from the myths surrounding the 
importance of providing basic necessities 
and concerning the redistribution of land, 
there is also the fiction that technological 
change, by itself, is capable of producing 
sudden miracles. Irrigation projects in 
particular arc heralded as though they 
were capable of changing the entire pat¬ 
tern of our lives. 

limitations of irrigation 

It has taken 80 years for irrigation to 
reach the 18 per cent of our land and ac¬ 
cording to the best estimates, this irrigated 
area can be increased at a rate of 
only one per cent per year. It is thus clear 
that whatever irrigation can do, will take 
a very long time to achieve and that while 
the importance of irrigation should not 
be minimised, it is not capable of produc¬ 
ing any miracles within the period of our 
life time. Irrigation is no substitute for 
natural rainfall. Seasonally variable 
rainfall is a fact of life to farming com¬ 
munities al! over the world. Irrigation 
is only the recycling of natural rainfall. 
India will always have periods of floods 
and droughts and this must be accepted 
and provided for in planning. 

There are no short cuts to the eradi¬ 
cation of poverty and any strategy for the 
generation of growth and employment is 
bound to see an uneven growth and deve¬ 
lopment in the early periods. Nevertheless, 
there is increasing evidence that the growth 
of wealth, even if initially confined to 
certain sections has beneficial effect on the 
weaker sections of society. Attempts to 
simultaneously achieve social justice with 
growth will, however, be counter-produc¬ 
tive to growth. 

It has been claimed that growth with¬ 
out social justice, would lead to undesir¬ 
able social tensions. There has been very 
conflicting evidence to support this view 
in areas of established growth and pros¬ 
perity like Punjab and western UP. In fact, 
the growth of prosperity in all such 
areas has seen the fastest improvement of 
weaker sections. The undoubted ten¬ 
sions, are really due to the increased bar¬ 
gaining power and self-assurance of the 
weaker sections which have sometimes 
been resented by the richer farmers. In 
absolute terms the rich may have got 
richer but in relative terms it is the poor 
who have gained most. In Punjab the 
agricultural wage rate has gone up at an 
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average of 20 per cent per year during 
the past eight years which is far higher 
than the growth rate of agricultural pro¬ 
duct value. 

According to the UP Agricultural 
University’s study of small farriers in 
Uadaun and Nainital districts; increasing 
consumption expenditure results in posi¬ 
tive compensation in the form of paid 
employment to persons down the line. 
In Table IV is given an estimate of 
consumption expenditure which results in 
such local compensation. 

According to this estimate, at least 50 
per cent of the total consumption expen¬ 
diture results in compensation to persons 
providing such services. As these services 
arc usually provided by the weaker sec¬ 
tions of the community, it is clear that the 
prosperity of the richer sections does 
have an immediate impact upon improv¬ 
ing the position of the weaker sections, 

social disabilities 

Depressed classes and Harijans are 
economically very well off in most of the 
prosperous districts. They continue to 
suffer from social disabilities which are 
in fact often aggravated by the special con¬ 
cessions they enjoy. 


back to the farmer in the form of subsi¬ 
dies and incentives for modernisation. 

If there were price subsidies on fertili¬ 
zers, seeds, pumps, tractors, threshers, 
etc. and incentives for high yields, land 
development, reclamation etc. it would 
contribute to quickly improving the pro¬ 
ductivity of land which in turn would 
help abolish poverty. Simultaneously the 
increased taxation would force the farmer 
to improve his profits through modernisa¬ 
tion. Increased land revenue would also 
have the beneficial effect of reducing the 
inflation in land prices thus discouraging 
speculative purchase by non-farmers. 

The need to encourage mechanisation 
is also seriously misunderstood. Mecha¬ 
nisation should not be considered as a 
substitute for human or animal labour, 
but as a means to further opportunities 
for seasonally stable employment. The 
problem of India’s agriculture is that our 
monsoonal climate needs tremendous lab¬ 
our in the short period of planting and 
harvesting which are followed by long 
periods of idleness. The available 
resources of power from all living 
and mechanical sources are insufficient 
to meet the peak labour loads and are 
over-abundant in the slack periods. 

Power in any form is essential for agri¬ 


cultural production because without po¬ 
wer, none of the other resources in the 
form of water, seeds, fertilizers, chemicals, 
etc. can he put into the soil. Mechanisa¬ 
tion, therefore, contributes to meeting 
these peak power needs and, by better 
land preparation and higher cropping in¬ 
tensity, leads to bigger harvests which in 
turn, requires more labour during the post¬ 
harvest slack periods for threshing, sto¬ 
rage, transport and trade. 

A package of incentives, covering 
mechanisation, seeds, fertilizers, land 
development and productivity are all 
necessary because far more can be achiev¬ 
ed more quickly by motivating 64 million 
farmers than by trying to achieve these 
with the limited resources of government 
departments. 

If a large rural development fund were 
thus developed from increased land 
revenue, it could also be used to help 
famine or drought prone districts and, 
collectively, these could <. ompletely change 
the face of agricultural productivity. 

The political strategies of land ceilings 
and foodgrain take-over can, therefore, be 
seen to be completely unrelated to the 
real problem of poverty in India. These 
tactics, in fact, smack of the old strategefhi 


The basic problem of poverty in India 
lies in the unpalatable fact that India is a 
land of very unproductive farmers. The 
highly satisfying results of the many good 
farmers all over India is in sad contrast 
with the average farm productivity in 
every state of the country. 

India is a land of bad farmers mainly 
because most farmers are content with 
subsistence, and have not been motivated 
either by incentives or compulsions to 
seriously take up commercial farming. 
As long as the farmer makes enough for 
his family subsistence, this sufficiency is 
enough, and even with the availability of 
credit, he does not very seriously consider 
increasing the cost of his inputs in order 
to get a higher output. 

As the Indian farmer is grossly under 
taxed (at a rate of less than 0.87 per cent 
of his income) it is very easy for him to 
continue at a subsistence level. To change 
the farmer from subsistence farming to 
commercial farming is not an easy task, 
but the goverment could seriously consi¬ 
der substantially increasing the land reven¬ 
ue and deploying all these extra resources 


Table IV 


Effects of Expenditure Resulting in Local Compensation 

(Rs) 


Item 

Estimated % 


Badaun 

Nainital (Tarai) 

compensation 

Expense 

per 

family 

Amount 
for com¬ 
pensation 

Expense 

per 

family 

Amount 
for com« 
pensatiop 

Wedding 

40 

548 

219 

560 

224 ' 

Clothing 

60 

285 

171 

443 

266 

Food 

60 

231 

139 

328 

197 

New housing 

60 

124 

74 

385 

231 

Other durables 

, 20 

74 

15 

85 

17 

Medicine 

50 

69 

35 

80 

40 ? 

Education 

70 

67 

47 

80 

56 

Ceremonies etc. 

75 

65 

49 

78 

56 

Travel 

40 

69 

28 

41 

16 

Fuel & light 

30 

23 

7 

56 

17 

House repair 

60 

19 

11 

33 

— 

Other 

— 

— 

■— 

118 

— 

Total 

# 

1574 

795 

2287 

1143 1 
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of avoiding one problem by creating ano- accelerate movement and not retard it than the conversion, by photosynthesis, of 

through fruitless doctrinaire debate and sunshine into food. Because of excellent 
•* . , consequent dithering. sunshine conditions, India is capable of 

It is high time India were committed producing twice as much food per hectare 

to an objective instead of to an ideology. India has a huge agricultural potential as any temperate country provided the 
Dedication is no substitute for direction. and with the existing resources of land and other resources of good seeds, fertilizers, 

water, India’s agricultural output could human effort and mechanical power are 
There are many valid alternative be doubled. also available. It is the shortage of hu- 

courses to the objective of banishing po- man effort and motivation that generates 

verty, and ideology should be used to Agriculture essentially is nothing more the real poverty of India, 

Phosphorite: India’s 

new mineral wealth 


Phosphorite or rock-phosphate is the 
most common mineral of phosphorus, with 
variable chemical composition represen¬ 
ted by formula Ca> (PO«)a. It is of sedi¬ 
mentary origin. It is valued for phos¬ 
phorus content which is one of the main 
plant food, the other two being nitrogen 
and potassium. Phosphorus is also valued 
for several phospho-chcmicals, used in 
match industry, poisonous smokes for 
ilitary purposes and to some extent in 
e production of high phosphorus pig 
iron for casting purposes. The other 
mineral of phosphorus is apatite; it is of 
igneous origin. Nearly 85 per cent of the 
world requirements of phosphorus in 
terms of its various chemical and fertilizer 
compounds are met from mining phosphate 
rock. Fertilizer industry is the bulk 
consumer of phosphatic minerals. 

Till 1968, India depended entirely on 
imports of rock-phosphate for her ferti¬ 
liser industry in addition to import of 
phosphatic fertilizers, as there was no 
production of phosphorite in the country. 
Small production of apatite comes from 
Visakhapatnam district in Andhra Pra¬ 
desh and Singhbhum district in Bihar. 
Annual output ranges from 11,000 to 
Ji5,000 tonnes which is quite insignificant 
for the country’s fertilizer industry. 

Although occurrences of phosphatic 
rocks in Cretaceous sediments were known 
at Pondicherry, South Arcot and Tiruchi- 
rapally districts of Tamil Nadu and in 
Jurassic formations at Mussoorie in Dehra 
Dun district of Uttar Pradesh, yet except 
for Tiruchirapally no area ever reported 
production. Minor production from 
Tiruchirapally district was being reported 
^incidental to mining of gypsum. Out¬ 


put never exceeded more than 150 tonnes 
a year. No production from this area 
has, however, been reported after 1960. 

It was only during 1966, that a new light 
dawned on the Indian horizon when R.P. 
Sheldon of the United States Geological 
Survey who had come over to India under 
USAID programme indicated possibili¬ 
ties of finding phosphorite beds in wes¬ 
tern Rajasthan. After studying the geolo¬ 
gical set-up of Jaisalmer area, established 
by the ONGC, he indicated possibilities 
of getting phosphorite beds in that area. 
He himself for the first time in March 
1966 located a phosphorite horizon in 
Birraania formation of Palaeozoic age 
near Birmania village in Jaisalmer dis¬ 
trict. It was the first discovery on the Indian 
sub-continent after a lapse of 80 years. 
Birmania is situated in the heart of Tnar 
desert, about 120 km. NW of Banner rail¬ 
way station, which is the nearest rail-head. 

Soon after, the Geological Survey of India 
organised different geological parties for 
search of phosphorite in Rajasthan and 
other states which led to the discoveries 
of numerous deposits right from pre-Camb¬ 
rian to Tertiary formations. The credit of 
bringing to light Mussoorie deposit as an 
economical proposition, which was known 
as early as 1885, also goes to Sheldon. 

In Rajasthan, the geological party 
was organised by Mukti Nath, the then 
director, western region, GSI. Birmania 
formation was proved to be marine. 
After making detailed study of the Bir- 
mania area, several areas in Rajasthan 
were selected having similar lithological 
set up for search of phosphorite. Travers¬ 
ing along the coast line of ancient sea, the 


GSI party discovered several closely de¬ 
tached miogeosynclinal basins with phos¬ 
phorite horizons in March, 1967, in Udai¬ 
pur district the important beings Kanpur, 
Maton and Karbaria-ka-gurha, all occurr¬ 
ing in Aravalli sediments. 

Phyllite, carbonaceous phyllite, dolo¬ 
mite, calcareous quartzite, and quartzites 
are found to be the most favourable rock 
units localising phosphate beds. Araval- 
lies are regarded to be sedimentary facies 
of Archaean*. In May, 1967, another 
deposit was located in Aravalli at Dakan 
Kotra about J2km SE of Udaipur, Dur¬ 
ing 1968, the Department of Mines and 
Geology, Government of Rajasthan, dis¬ 
covered several deposits again in Aravalli 
at Sisarma, Nai, Newania, Jhamarkotra, 
of which the last one is the biggest depo¬ 
sit discovered so far in the country. Sisar¬ 
ma and Nai are situated approximately 
5km south of Udaipur; Newania is 45km 
cast of Udaipur and Jhamarkotra about 
28km south east of Udaipur. These de¬ 
posits represent typical miogeosynclinal 
sedimentary facies of Aravallis. Prior to 
this in April, 1967, a phosphorite deposit 
was discovered at Fatehgarh in Cretaceous 
sediments in Jaisalmer district. It is situ¬ 
ated 88km north of Banner, by the side 
of Jaisalmer-Barmer road. 

Subsequently several isolated deposits 
in Aravallies have been discovered in 
Banswara, Rajasthan, and in Jhabua, 
Madhya Pradesh; and in Vindhyan, 
Jurassic, Cretaceous and Tertiary sedi¬ 
ments elsewhere in India. Phosphorite 
associated with Vindhyan have been lo¬ 
cated at Chittorgarh, Rajasthan; Banda, 
Uttar Pradesh and Sone valley in Bihar; 
with Jurassic in Korgai and Nigalidhar 
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syncline* Sirnmr district, Himachal Pra¬ 
desh; with Cretaceous in Jammu & 
Kashmir; and with Tertiary in Subathu 
formulation in Mahasu district and near 
Durla along the Simla-Bilaspur road with¬ 
in limestone of Akli formation of Palaeo- 
cene age in Himachal Pradesh; in Sylhet 
and Kopli formations of Garo and Jayan- 
lia hills, Assam and in Eocene rocks of 
Jammu & Kashmir and Bhuj district, 
Gujarat. Another big discovery of great 
economic significance was made in the 
beginning of 1973 in Jhahua district of 
Madhya Pradesh. Phosphorite horizons 
have been noted occurring to the east of 
Amalntal, Kelkcra, Kalamba and Rassori 
villages of varying length and width and 
extend for a cumulative length of 3km. 
The geological set up is the same as that 
of Jhamarkotra. Further work is in 
progress. 

India is probably the only country in 
the world where phosphorite deposits have 
been found in Aravallies in economic 
quantities and mined. Phosphorites of 
doubtful pre-Cambrian age have also been 
reported from USSR and C hina and 
mined on a limited scale. 

s 

significant conditions 

Geological conditions responsible for 
the formation of phosphorite beds as re¬ 
vealed from the field study arc found to be 
few but quite significant. It is always of 
marine origin. The ideal place for its 
formation has been found bordering Cra- 
tonic rock (ancient platform) and conti¬ 
nental slope up to 500m depth from the 
surface of the sea water. Better grade 
lias been found from the miogcosynclinal 
deposits nearest to the platform. It is 
thought that favourable conditions for 
precipitation of phosphorite were created 
only when the sea was cut off from terri¬ 
genous matter and flow and that when it 
was drying up. The pH and Eh conditions 
of the sea are regarded important governing 
factors for precipitation of phosphorite. 
Precipitation is found having taken place 
in slightly alkaline condition, as phos¬ 
phorite bed is invariably found occurring 
after deposition of quartzite and chert; 
the transitional zone between cherty shale, 
black carbonaceous shale being the most 
favourable horizon. Co-precipitation of 
limestone and dolomite is also in evidence, 
even before and after the formation of 
phosphorite depending upon the then 
existing physico-chemical conditions. 

Lithological facies like doiomitic lime¬ 
stone, chert and carbonaceous shale are 


established to be first class geological cri¬ 
teria for search of phosphorite* Presence 
of carbon is indicative of the existence of 
reducing condition. The important 
point noted universally in the case of 
phosphate rock is that it is always asso¬ 
ciated with fluorine in some proportion, 
usually between three and four per cent in 
terms of CaF*; therefore, the condition 
governing its precipitation is related to 
and caused by marine volcanism emitting 
fluorine gas. The source of dissolved 
phosphorus in the sea water is regarded 
to have been derived from cratonie rocks 
and the marine animals. 

need for exploration 

India is so much phosphale-hungcry 
that all the areas discovered so far need 
to be explored for meeting the growing 
demand. The problem, however, is not so 
simple. Most of the deposits discovered 
so far do not contain material suitable for 
direct application. In most of the cases, 
the Pi. 0 , content varies between 10 and 
20 per cent and in a few cases only ex¬ 
ceeds 20 per cent. In view of this, suitable 
beneficiation techniques will have to be 
evolved in each case to treat the run-of- 
mine for making the concentrate suitable 
for industrial use. For the manufacture of 
superphosphate, phosphoric acid or the 
ore concentrate produced thereof must 
contain a minimum of 28 per cent P a O s 
(minimum 30 per cent P 2 O 5 is preferred); 
iron oxide and alumina combined together 
should not exceed 3 per cent (up to 4 per 
cent is tolerated); silica should not exceed 
8 per cent, magnesia should be below 2 
per cent and the chlorine content should 
in no case exceed 0.05 per cent. 

Out of the several deposits located so 
far only few blocks of Jhamarkotra, Udai¬ 
pur district, Rajasthan, arc found to con¬ 
tain deposits suitable for direct applica¬ 
tion. Jhamarkotra is the biggest deposit 
located in the country so far. Presently 
only this deposit is meeting the partial 
requirement of different fertilizer and 
phosphoric acid plants in the country. 
At Jhamarkotra, possible reserves are 
placed at 100 million tonnes with grades 
varying from 10 to 38 per cent P a O/i. 
The entire Jhamarkotra deposit has been 
divided into eight blocks from A to H. 
Block No D was opened up in March, 
1969. It was the beginning of first regular 
production of phosphorite in India. 
Subsequently Block No. B was opened 
up. Block No. D, however, remains the 
major source of production. The grade 
of run of mine from the two blocks on an 
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average is 30 to 35 per cent P^O*, contain¬ 
ing impurities within the stipulated limits 
and thus graded as direct feed grade. The 
other blocks of Jhamarkotra deposit 
await exploitation after the setting up of 
the beneficiation plant. 

major problems 

Indian phosphorite is beset with four 
major problems of beneficiation depending t 
upon the nature of deposition. The first 
is the treatment of collophane type deposit 
as found in Birraania. The second is 
collophane type associated with pyrites 
as found in Mussoorie area. The 
third being doiomitic consequentially 
containing high magnesia content is found 
in Jhamarkotra and the fourth being high¬ 
ly siliceous is found at Maton. 

Collophane deposits have not respond 
ded well to any beneficiation technique. 
It has been possible to improve P a 0 4 
content without however affecting iron 
and alumina which are regarded deleteri¬ 
ous. Sometimes alumina and silica per¬ 
centages show signs ol* increase in the con¬ 
centrate as will be evident from the fol¬ 
lowing results obtained from the treatment 
of Maldeota phosphorite (Mussoorie area). 


Analysis 



Run of mine 

Run of concen¬ 
trate 

-o 

b 

19.9 

29.84 

Fe a O a 

4.6 

3.96 

AliO, 

.8 

1.34 

SiOs 

6.7 

8.5 

CaO 

4.4 

47.96 

MgO 

5.2 

2.26 

S 

2.1 

not analysed 

LOI 

13.4 

not done. 


Phosphorite associated with dolomites 
has ultimately been found not two difficult 
to treat, although the operating cost is 
little high. The beneficiation techniques 
evolved by the Ore Dressing Laboratory 
of the IBM lias proved satisfactory. The 
technique in general involves roasting of 
grind material (1/2* feed) in a rotary kiln 
at about J050°C subsequently quenching 
in water and further processing it by a 
three-stage classification. By this method 
Jhamarkotra ore containing about 20 
per cent P*0* and nearly 7 per cent MgO 
was improved to contain over 35 per cent * 
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P*0, with reduction of MgO content to 
1.1 to 1.6 per cent, with a P*O ft recovery 
qf 77 per cent and weight yield of 46 per 
cent. No treatment for iron and alumina 
or silica is required for Jhamarkotra ore 
as it contains these impurities within per¬ 
missible limits . Jhamarkotra deposit is 
found to contain generally less than 1.2 
percent AhO n , 0.8 per cent I ; c*(V r and 
4.8 per cent SiO;, 

^Siliceous deposits arc easy to treat by 
depressing silica by sodium silicate and 
floating phosphorite by oleic acid. Ex¬ 
periments on Malon deposits containing 
about 22 per cent SiO* and 29 per cent 
PaO< were carried out by the above me¬ 
thod. The sample grind to 90 per cent 
passing through 200 mesh was subjected 
to flotation at 60°C with soft water of 15- 
30 ppm hardness. Reagents used consist 
of 2 to 3kg/t of sodium silicate and 0.8 
tos 0.9kg/t of diesel oil-sodium oleate 
emulsion in equal proportions. By this 
method it was found to reduce silica con¬ 
tent to about 8.5 per cent and improve 
P a O fi content to 35 per cent with 96 per 
cent recovery and weight yield of 78 per 
cent. 

Hindustan Zinc Ltd has awarded a con¬ 
tract to set up a bencficiation plant for 
their Malon lease based on the results 
achieved in thc L burcau\ kiborutoiy and 
pilot plant. 

Regular production of phosphorite 


started in the country from 1969. The 
present production comes mainly from 
three areas, viz. Jhamarkotra and Matou 
in Rajasthan and Maldcota in UP. 
In Jhamarkotra area, blocks D and B 
only are under exploitation and they con¬ 
tain feed grade deposit. The output from 
Maton deposit is stacked pending erection 
of the beneliciation plant. Maldcota de¬ 
posit being unamenable to benefication, 
the mined product after crushing is sold 
to farmers for direct application. The cur¬ 
rent production meets about 20 per cent 
of the country's phosphate requirements. 
The production is likely to touch over 8 
lakh tonnes a year within a period of 
another year or so as Jhamarlcotra and 
Maton mines arc being planned for a 


points oMnEtt 

daily output of 2000 tonnes and 600 
tonnes respectively, More areas await 
exploitation on smaller scales and cumu¬ 
latively are likely to yield substantial pro¬ 
duction. 

The demand of phosphalie fertilizer in 
terms of PkOi (phosphorus penloxide) has 
been estimated by the 7'ask Force on 
Fertilizer Industry at two million tonnes 
and 3.75 million tonnes per annum by 
the end of fifth and sixth Plan periods 
respectively. It is anticipated that by the 
end of fifth Plan, it would be possible to 
produce only 1.25 million tonnes of P«0,> 
by domestic industry and the balance re¬ 
quirement of phosphatic fertilizer would 
be met by imports. By the end of the 


Production of Phosphorite in India During 1969-73 

(Qty. in tonnes) 


Year 

Jhamarkotra* 

(30 to 35%P*0.) 

Maton* Maldeolu 

(25 to 30% P 2 0.) (18 to 25% P 2 0„) 

Total 

1969 

69,017 

. , 


69,175 

1970 

149,544 

6,407 

402 

156,353 

1971 

225,832 

5,991 

347 

232,170 

1972 

212,920 

1,573 

5,813 

220,206 

1973 

74,384 

141 

5,425 

79,950 


(upto June) 


*Produc|ion started from March, 1969. ^Production started from March, 1970. 
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sixth Plan an endeavour will be made lo 
produce full requirements of 3.75 Million 
tonnes of phosphatic fertilizer in terms of 
P.O, 

Import of Rockplioxphatc into India during 
1969-72 

f Qly in tonnes. 1 
I Value in Ks ’000 J 


Year 

Quantity 

Value 

1969 

661,747 

90,359 

1970 

667,657 

104,541 

1971 

813,261 

114,764 

1972 

809,476 

109,165 


Taking into account that the domestic 
production of the order of 1.25 million 
tonnes of P»0, will be achieved by the 
end of the fifth Plan, the requirements of 
mineral raw material, vi/. phosphorite, 
work out to be as follows. 

Million 

tonnes 

1. Total annual production of 

I\0* by 1978-79 1 25 

2. r.quivalcnt quantity of phos¬ 
phorite required of 30 per 

cent P a O ( ) minimum grade 4 

3. Equivalent quantity of phos¬ 
phorite with 15 to 20 per cent 
l\0„ grade required to be 
beneficiated to produce con¬ 
centrate analysing 30 per cent 
P-.Oa, taking into account 50 

per cent recovery factor. 8 

F rom tlxc above calculations, it is clear 
that if the entire requirements of phospho¬ 
rite is to be met from the domestic re¬ 
sources then the output has to be raised to 
eight million tonnes by the end of the fifth 
Plan to meet the shortages from the cur¬ 
rent production of a little over two lakh 
tonnes. Based on the same calculations, 
the requirements of phosphorite with 
grade 15 to 20 per cent PaO., will be of the 
order of 25 million tonnes by the end of 
the sixth Plan. As mentioned earlier, the 
current domestic production of phosphoi ite 
is of the order of a little over two lakh 
tonnes, which is likely to reach at best to 
about one million tonnes within the 
period of two to three years, leaving a gap 
of seven million tonnes and 24 million 
tonnes by the end of successive Plan pe¬ 
riods, It seems well-nigh impossible to 
meet the entire requirement of phosphorite 
with the reserves known at present, which 
can at best be placed 1 of the order of 


HUNTS OF VIEW 


130 million tonnes with 15 to 20 per cent 
PjiO, content. There is a widening gap 
between the demand and supply position. 

The only way for narrowing the 
gap to some extent is (i) a crash 
programme for discovering more and more 
deposils, (ii) opening up of smaller de¬ 
posits discovered so far, and (iii) settingup 
two or three bcndiciat ion plants on cus¬ 
tom mill pattern which can run on the 
mineral ore from different deposits of 
the same type. Jhamarkotra can be con¬ 
ceived to be one such area where a cus¬ 
tom mill can be set up for treating phos¬ 
phorite with high magnesia content. The 
opening up of smaller deposits cumula¬ 
tively can raise another one million ton¬ 
nes, thus taking the total run-of-mine 
production to the tunc of two million ton¬ 
nes per annum. In other words, the do¬ 


mestic production can meet about one 
million tonnes of phosphorite concentrate 
having 30 per cent P a 0 3 content, against 
the annual minimum requirement of foul* 
million tonnes by the end of the fifth Plan 
and 25 million tonnes by the end of the 
sixth Plan. There is no substitute for 
phosphorus. Dependence on imports, 
therefore, is going to be persistently heavy 
unless some more tangible reserves arc 
brought into light. The recurring expendi¬ 
ture on imports is estimated to be of the 
order of Rs 40 crores and Rs 55 crores 
respectively, by the end of the fifth and 
sixth Plan periods, and unless new dis¬ 
coveries are made there is no escape from 
dependence on imports heav«Iy. Recent 
search has brought to light many areas 
with possible resources of phosphorite 
and it would be vital ia the country’s inte¬ 
rest to explore them expeditiously. 


criticomments v t 


AGONY OF 
A WIDOW WHO 
INHERITS PROPERTY 


There arc several people who get 
a regular income by way of rent 
on houses or other immovable 
property. 

^ When they die, the income dries 
up instantly because the Estate 
Duty Commissioner will not release 
the property to their wives unless 
estate duty is paid-in cash. If they 
do not have ready cash, they have 
to run around and raise the money 
from their friends and relatives— 
something they find humiliating in 
their hour of grief. Or they may be 
forced to ask the Estate Duty 
Commissioner to realise the money 
for estate duty by auctioning the 
property. 

A man can save his family this 
kind of agony by taking a life 
insurance policy under the Married 
Women’s Property Act for the 
benefit of his wife and/or children. 
Th*s will form a trust, free from the 
control of his creditors. Under the 
T>.i ate Duty Act it will not be aggre¬ 
gated with his other assets but will 
be regarded as an estate by itself. 
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The advantage for his wifo is 
two-fold: one, the money will be 
paid immediately to her by the 
Life Insurance Corporation, and 
she can pay the estate duty on the 
property and get it released; two, 
there will be substantial savings to 
her .by way of reduced estate duty. 

These are rights conferred on 
wives and children under the law, 
and the prudent man makes full 
use of them so that his family will 
not suffer when he is no longer with 
them. The additional benefit is the 
tax rebate a man enjoys on life 
insurance premiums in his own 
life-time. . { 

Ask a Life Insurance Agent to 
show you the brochure on ‘‘Tax 
Laws and Life Insurance,’* You 
will be surprised at the Qsany 
advantages a life insurance policy 
can offer you and your family. \' 
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the “information - 
civilisation”:!! 


Towards 


Jotsleyn Hennessy 


I 

The Consequences 

How can such a high anticipated growth 
sate—as we examined last week—for the 
overall volume of information be explain¬ 
ed and, more particularly, what is there 
to show that the automation of informa¬ 
tion is likely to make such strides between 
now and 1985 ? 

Many different factors will contribute 
to this expansion but prime cause will be 
the scientific, technical, economic and 
social environment. The part played by 
the various “environmental causes*' of 
information growth is shown schemati¬ 
cally in the graph on page 98. 

For example, the growth of Research 
and Development funds and activities 
throughout the world will lead to an 


iScrease in the volume of information 
produced. Furthermore, our system of 
evaluating the “output” from scientific 
work, combined with the emergence of 
new methods of measurement, recording 
and document reproduction, which will 
simplify these operations, throws more 
light on the relatively rapid growth in the 
“literary productivity” of research work¬ 
ers and engineers, and the corresponding 
increase in the volume of information put 
into circulation. 

1 The graph on page 99 shows the first 
step in “disaggregating growth into its 
main components and quantifying the 
contribution made by each of them. For 
instance, the increasing number of speciali¬ 
sations in science and emergence of new 


disciplines account for well over one 
tenth (1,3 to 1.5 percent) of the general 
rate of growth of information of all kinds 
(12.5 per cent). 

In practice, these factors have a 
cumulative rather than isolated effect. It 
is therefore possible to project, by extra¬ 
polation, the volume of information in 
1985 ; compared with 1970 («100) 1 lie 
index for that year will be about 400. 
However, the work of Dr Georges 
Anderlu of the University of Paris on this 
subject has shown that the cumulative 
effect is further amplified by the action of 
a powerful built-in mechanism in such a 
way that this index of volume may reach 
600 if not 700 by the middle of the next 
decade. 

This accelerating mechanism proves in 
fact to be double-headed. First, the same 


item of information may well be incorpo¬ 
rated into information packages which 
are themselves increasing in number and 
complexity. Second, both decision¬ 
making and modern production processes 
arc becoming more and more sophistica¬ 
ted, and these require information either 
of a more detailed type or better integra¬ 
ted, or of a more developed or multidisci¬ 
plinary type, if not all four together. 

It remains to be seen how electronic 
processing will take the place of manual 
and mechanical techniques. While this 
substitution will be gradual at first, it 
seems probable that powerful automated 
information systems and networks will 
begin to be installed on o vast scale from 
1978-80 onwards. The prospects for 


automation, just as its future pattern of 
growth, will depend on the rate at which 
certain new technologies are introduced 
and come into widespread use, such as 
large-capacity holograph memories based 
on the laser principle, personalised pocket 
mini-computers, and increasingly versatile 
video devices. 

impact of inventions 

It would be hazardous to attempt to 
evaluate the individual impact of each of 
these inventions. If is easier, and safer 
to assess the overall effect of a set 
innovations leading in the same direction. 
Thus, while technological efficiency, i.e. 
capacity and performance, follows arising 
exponential curve, unit processing costs 
decrease exponentially and almost at the 
same rate. To date this decrease has been 
around 30 to 40 percent per year, and there 
is every indication that the trend will con¬ 
tinue for ten to fifteen years or perhaps 
longer. There is every reason to believe 
that between 1978 and 1980 the cost of 
processing an item or a package of infor¬ 
mation on electronic equipment—initial 
capital outlay and depreciation included— 
will be no greater than that of performing 
the same operations semi-manually and 
scmi-mcchnnicalty. Thus, although on 
average, conventional processing techni¬ 
ques are still appreciabiey cheaper, their 
cost is rising rapidly under the picssure of 
the increasing volume of information to 
be processed and that of real wages 
(these arc bound to rise in the absence of 
productivity gains). Diagram 2 shows 
that from 1980 at the latest, manual- 
mechanical techniques will cease to be an 
economic proposition. Automation will 
then prove all the more advantageous 
since by 1980 the volume of information 
to be processed and, it follows, the 
demand will have more than trebled 
compared with 1970 ; in many fields it 
will then be possible to handle informa¬ 
tion efficiently along industrial lines. 

II 

The Fundamental Principles 

From all these forecasts let us 
now some general conclusions which 
could be used in formulating an active, 


WlifflflM 



EASTERN ECONOMIST 


97 


JANUARY 1?, 1974 











CAUSES AND FACTORS OF GROWTH OF INFORMATION 


ENVIRONMENTAL CAUSES 


Heavier RiD expenditure 


GROWTH FACTORS 


Greater number* 
of research st&fi 



IMPACT ON VOLUME OF 
INFORMATION CREATED 


Proporti-nal repercussion, 
4 to F per cent 
each year 


Productivity-baaed 
Careers and promotion 



Greater literary 
productivity of scientific 
authors 


Consequent dissemination 
ot new infoimation 
Increasing by 4 per cent 
each year 


New technologies. 

computers, 

telecommunications 


Compute r>s«ti systams 
do noi replace tiut 
duplicate existing services 


Small direct effect 
tor the moment 
indirect effect by lowering 
unit proce&smg co'.ts 


New document recording 
and reproduction 
tec hniques 


Simulation ,»•) & mulhod 

ol investigation 


Ibtablishmem ot 
monitoring Systems 
and data bunt's 


—n 

Veiy rapid creation and 
accumulation ot tedifm si 

■ 

and technological intern At ion 
(at rate impossible tp quar: fy) 



PH 


Use ol quant nntive 
method* In human 
telenet- 


Uteiary "explosion 0 
m the social science* 

ii r r 



prn 

■ 

Misbion-onented 
research and nctivitu & 

■s^ 

Pluridikclplinary 
information 
(denntnd and cupply) 




OivUlOn of rcicrico 
into new disc iplinen 

«3 

Doubly exponential 
growth ot specialised 
literature 

biochemistry, iabcrs, etc. 




ggi 

mSSM 


Development of curative 
and preventive 
medicine 

Experimentation, 
pending geneial spread 
of clinical data benfa 


Extension of education 
and continuing 
ltd jcot Ion 


New social rib(*>< tiveb ■ 
ecology, quality ol Hie, etc 


Aviaroitti:s of roE* 
of information 
in mandgeinont 
and administration 


|8S 


jpl 




Prospect of at least 
partially programmed 
cilu ration 


Cfeafet than expomrifiel 
growth b< piimuty 
. information 

and bibliographical cervices 


Effect Is now marginal 
but is bound to increase 
in future 


[_ | 

| The impact of this factor 


alone means an additional 

■ 

! overall increase 

| ot 1 per cent 
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modern information policy to meet the 
needs at the close of the century. 

(1) In fifteen years* time, information 
activities and the industries within their 
orbit will have assumed an importance 

♦ comparable with that of the automotive 
industry today. 

Information will become one of the 
dominant factors of private and public 
life. 

It will then be legitimate to speak of a 
*post-industrinl or information civilisation, 
as we do speak of the automobile age. 

(2) Massive automation will come 
about spontaneously under the irresistible 
thrust of information’s exponential growth 
and technological progress. This deve¬ 
lopment will owe little to government 
financial aid; it will inevitably take place 
as soon as certain economic conditions 
are fulfilled, the most important of these 
<)emg a unit cost of electronic process¬ 
ing lower than that of manual and mecha¬ 
nical processing. This critical threshold 
should normally the reached between 1978 
and 1980. 

(3) Generally speaking, substantial 
financial assistance by governments will be 
neither necessary nor desirable. This is be¬ 
cause investment and operating subsidies 
granted prematurely for automating infor¬ 
mation might well encourage suboptimal, 
and consequently somewhat inefficient 
and uneconomic, technologies and tech¬ 
nical solutions. 

(4) The first duty of government will 
be to see that information, as a funda¬ 
mental resource, is made available as a 
service to society as a whole. It will thus 
be necessary to define new priority social 
objectives, to which the technology and 
jnanagement of information will be sub¬ 
ordinated. Tt also means that an “infor¬ 
mation market” as wide open as possible, 
must be created and institutionalised, or 
in other words that the interface bet¬ 
ween information supply and demand 
must be rationally organised. 

% (5) The latter objective implies that each 
nation and the international community 
as a whole will have to establish a modern 
legal framework, eliminating any lingering 
constraints belonging to a bygone age, 
proclaim and enforce the right to infor¬ 
mation, lay down the conditions for exer¬ 
cising this right and define its limits, 
draw up rules concerning reciprocity, and 
introduce appropriate procedures, guaran¬ 
tees and sanctions. The ultimate respon¬ 
sibility for the management of informa¬ 
tion as a resource clearly cannot be left 


to the discretion of specialists or to the 
good intentions of scientists alone. It 
must be assigned to an authority at high¬ 
est government level, although broad 
autonomy must be preserved at executive 
level. 

(6) Since the government and adminis¬ 
trative authorities are undoubtedly the lar¬ 
gest producers and consumers of informa¬ 
tion, their own requirements and resources 
in this field must be integrated in the over¬ 
all supply and demand. It follows that 
central and local government officials will 
have to obey the rules of the game and 
accept common constraints. 

(7) With the help of highly sophisti¬ 
cated automated information networks it 
will become possible to assess in advance 
the implications of any action or decision. 

This will engender constraints and also 
new opportunities from which govern¬ 
ments will, or at any rate should, draw 
all the relevant conclusions such as the 
need to adjust their structures and me¬ 
thods of management. Government offi¬ 
cials must in turn draw their own conclu¬ 
sions especially as regards their mode of 
behaviour and their concept of the role 
they play in the national and internatio¬ 
nal community. 

(8) To ensure that the transition to¬ 
wards the information society takes place 
without social repercussions, governments 
will have to provide a measure of science 
education for the majority of the population 
and not just those at school and university. 
The public would thus have access to the 
complex information systems and networks 
of the future without suffering any psycho¬ 
logical block and In full knowledge of the 
facts. 

If suitable measures are not taken in 
time an entire generation of second-class 
citizens, a new kind of illiterate population, 
consisting of discontented and hence so¬ 
cially dangerous misfits might emerge. 

(9) The authorities will also have to 
assume responsibility in the fields of 
training fundamental research. The re¬ 
quirements of OECD countries may be 
put at some 4 or 5 million information 
specialists to be trained by 1985. An¬ 
other and more difficult task will be 
thorough training for the several thousand 
senior executives who will have to plan, 
guide and manage future information 
services or networks in both the public 
and private sectors. Meanwhile the es¬ 
tablishment of an information organisa¬ 
tion that is efficient and at the same time 
capable of the utmost in personalised 
service will call for a huge research effort, 
which will have to be financed largely 


from public funds. 

(10) The plan outlined above corres¬ 
ponds to a mixed-economy system. In 
particular there will be an incentive for 
private enterprise to make a substantial 
contribution to the creation and further 
development of a post-industrial society 
based on the general availability of orga¬ 
nised information. But there will always 

(Over to page 102) 


PROJECTED GROWTH OF INFORMATION 
1970-1986 

(SEMI-LOG SCALE) 

1970 ry 



Effect of built-in accelerating me¬ 
chanism. Including the impact of 
factors which are impossible to 
estimate separately. 


/i 



Increase in numbers of scientists, 
engineers and other technical 
personnel. 


■V 'A. 



Spreading use of new document 
recording and reproduction tech¬ 
niques. 
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histops and business 

Jh, (ompanv was tip.f'rnmj'id *»» l?ih lub )V/2 
•nj raeived ihc Gwnficak <|or C ommcncrmenr ol B»miv>s 
r*n 2ad August 1972 The maw objects <>i uu company. 
i« luted in u* Memorandum of Association are 'to carry 
on the business of manufacture and dealers m lerrou* 
and non-ferrous metal pressings, dic-ca stings, and 
buildcis* hardware, lacks, pad lochs, automobile and 
cyck locks, door closures, bath room fittings, unitary 
fittings etc 

At stated m the Memorandum of Association, the 
Company hat, now taken over the partnership firm*M|& 
Indian Implements Mfg. Co. at Aligarh as a going 
concern together with ns assets and liabilities and tlfcde 
name ‘Tiger*’ 

[ The said partnership him is owning a modem factory 
Jit Aligarh tn the State of Uttar Pradesh and has been 
manufacturing loJis, padlocks and builders’ hardware 
I for the past 21 years. The said firm has pending 
| Export orders to ihc tunc of over one crorc They 
nave already exported locks A padlock* for Rs. 2 crores 
| dunng the last lour years. 

I The company is also arranging to take over M|$. Tiger 
Products Private Limited and Anchor Pressings Private 
| Ltd and the process of amalgamation of these companies 
i is being worked out and the schemes will be submitted 
to the concerned High Courts after finalising the present 
| project of the Company 

I The Company, besides the proposal of taking over these 
concerns mentioned above, has acquired land admeasuring 
5 acres in Urban Estates, Curgaon, for putting another 
factory on modem lines for the manufacture of 
sophi^icated knob-io^key door locks, door closures, 
builders* hardware, brass pin cylinder locks, chromium 
plaud bath room fittings and other products to the 
extent of Rs. 3 acres a year The Construction of the 
factory budd ngs at this sue has commenced. 

Thus it will be seen that the Company will be having 
two manufacturing units foi the present—one existing 
at Aligarh and the other under lomiruct.on at Curgaon. 

The name of TIGER' has now become not only a 
htiiMiiold nmii s^nunsmuus with I<kU throughout the 
length and breadth cf India but has also gained 
international reputation The Company, therefore, foresees 
grejt Stipe for tspanding its operations and horizons 
and. is confident that each of its divisions will continue to 
utilise its capacities to the fullest extent and will 
contribute significantly to cope with the growth. The 
D-recton estimate that subject to any unforeseen 
circumstances, the Company will start earning profir. 
from the very first vear of commencement of production 
at the new factory being set up at Gurgacn. 

COST OF THE PROJECT AND SOURCES OF 
FINANCE : 

The total cost of new project and for the taking over 
of the partners 1 -, p firm is estimated by the Directors at 
Rs. 118 lacs which wll be financed by : 

Rs. In lacs 
48.00 


Equity Capital 
Preference Capita! 
Term-loans from Banks 


Total 


10.00 

00.00 

Rs. 118.00 
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30 Lodi Estate. New Delhi 
Senior Advocate Supreme Court A 
Advocate General Rajasthan Govi 
DIRECTOR OF • 

Punjab Nam n.il Bank Ud 
SmacUar Bhatut > 


A NNOUNCEMENT REGARMNU THE ISSUE OP KQiWl’V |NI 
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flNOOKPOKATED UNDER THE COMPANIES ACT. HE) (REGIOTJtt i < 
AN APPLICATION HAS BEEN MADE TO THE DELHI STOCK EXCHANGE JFORl « 

AND PREFERENCE SIIAS $ 

THIS IS ONLY AN ANNOUNCE! Ef 


SHRI VINOD KUMAR. BSc. B.t (Mcch) (Lond) 

& Marm Road, Aligarh 
DIRECTOR OF: 

Tiger Products Pte Ltd 
Anchor Pressings Pic Ltd 
T get Si lex ,V I xnurK Pie Lid 

SIR AHM(\d SAID KHAN 
(Business) 

Nawab of Chhattari 
Marris Rond, Aligarh 
DIRECTOR OF. 

Gcep Flashlights Industries Ltd 

MIR! PRAMOIJ t;tJM \R. BSw. BE (MelOfZufvM 
(Engineer) 

'Saket' Murns Road, Aligarh 
DIRbCTOR OF 
Tiger Products Ptc Ud 
Anchor Prcsvtigs Ptc Ltd 
1 ger Sites \ Ixnuii, Pu lid 

SHRI, V V AJMtRA 
(Businexs) 

102. Asha Deep 

9 Hailey Road. New Delhi 

Mg. Director of Ajmera Woollen Mills Pte Ltd 

SRI SUBODII KUMAR SAIGAL. B.Sc. B,L. 
<>Mcch) (Zurich) (Engineer) 

'Saket* Mams Road, Aligarh 
DIRECTOR OF . 

Tiger Products Pte Ltd 
Anchor Pressinns Pic Lid 
1 yet Silex <& l snorix Pie t id 
Delhi Towdrs Pte 1 td 

SHRI SL’RbNBRA KUMAR. B.A. LL.B, 
(Jndustralrsl) 

(Managing Director) 

101, Asha Deep. 9 Hailey Road. 

New Delhi-110001 
DIRECTOR OF 
Tiger Products Ptc Ltd 
Anchor Pressings Pte Ud 
Tiger Sales A Exports Pie Ltd 

LEGAL ADVISER : 

SHJU N S K RAO 
Advocate, Supreme C'oun of Indu 
26 lawyers* Chambers, Supreme Court 
New Delta-110001 

AUDITORS i 

THAKUR, vajdyanath AIYAR a CO. 

Chartered Accoumanfs, 

3 Thapar House, 124 Janparh, N'w Delhi - 110001 
SHARE CAPITAL j 


80.00,000 


8,00.000 Equity Shares of R*. 101- ***** 
20,000 9.5% Cumulative Redeemable 
Tax Free Preference Share oI 
Rs. 1001- each 


20 , 00,000 

Rs. LOOIOO’OOO 


_and Paid up i 

70 Equitv Share* of Rs, I0t- each 
subscribed by the subscribe^ O 
the Memorandum of Association 
3,030 Equity Share* of Rs. I0 1 - etch 
allotted to Ow Directors, P»o* 
footers and their friends fully 
paid tip m cash 

74,900 Equity Shares ef Rs. 101* each 
further .allotted to the Directors. 
Promoters and their friends on 
which Rs. 5y per share paid uj> 
in cash 


1QO ; 

' IOl 


11. 

301300 

12 


13. 

3,74,300 

14 

Xt 4,15,300 

IS. 


(The balance of Rf 5 ,. 
paid shares will J c. 
calls un ri»c prcMif i V 
j mum now offered to 
Subecrlpbon at par for rof 
4.0*),000 Equity Shares nfis 
10,000 9 5% CumulaiiclRt 
Tjx Free Prcfcrm; - 
Rs 100-each 


TERMS OF PAVMENr : 

The amount payable nn iff sh 

On Application a 
On Allotment 

7he balance ot R\* 5;- jvj Fa 
Preference Share shall he pa jl»li 
at may be determined by ih Bo 
Company presided that no gll 
w.ihm one month of the A tnu 
l-.’.lurc to pay the amount < ie « 
the calls will rendet sham in 
payment thereto liable for Iff at 
Note : The balance amount v 
will be adjusted towards thlvaxn 
ment of shares actually floti 
concerned. 

UNDERWRITERS AND BROKE 

The entire issue offered to 4c * 
written as follows : -h 

Name of the Undcnlitcr 


PREFERENCE SHARES 

I. Haryana State Industri 
Corporation Ltd.. ChanAarh 
7 H P Mchu A C<1 l< 
3. J. C Mehta, N-w DJ 


ie 


I.?* 


EQUITY SHARES 
NEW DELHI : v| 

1 National A OrinfPiP8- 
Parliamnnt Street. Now dblha. 

2 '-H P. Mehta A Co, 

304, Surya Kiran,,dUstu 

3. Amnt Lai Bajai & r , 
United India lave Buiimg, 
Connaught Place. 

4. 3. C. Mehta, 

44, Stock Exchange Bldg 
Bharat Bhusban A Of 
H-45, ‘Connaught Plac 
Raja Ram Bhasin A 
Jdevan' Mansion, Deshbanlu C 

7. Jalan & Co., 

Stock Exchange Building. 
Vinod Kumar A Co., 

A*6. Connaught Place. 
Surmdcr Rode A Co, 
SfociC Exchange Building, 
Stkander Lai A Co., 

Stock Exohanr Boihtuiv 


5. 

6 . 


8. 

ff. 


aigan nain i ^ 

Stock Efchangn Buddma ^ 
Roffrin LM A Oi.. 
StockExchang'i Building, ^sal 
Labh Chan'd Rode A <'* 
Stock Exchange Budding, yMa: 
J. & Sahny A Co., 

Stock F-xcIwni,^ BuiUbr; 
ttamr>bw«r •aw'di.-n, r vi 

Stock E\tfh*mg»4k|i^‘P«. Asi 

A. 


, Asa 

l.. 

u C 
Asal 

\sal 

/tsa 


iesm* Iibdi j>b£x iicte lien Iicer Imm iwia SSSrSEn Vhwr Imma IicSr 


EAS1EKN 


Ifl I USER INKER IIGKR IHMR INKER INKER 

*V IND CUMULATrVfc REDEEMABLE PREFERENCE SHARES 


llBBR IlGER I BEER IIGER IlGER 


KS LIMITED 

TJW OFFICE! 101 ASHA DEEP, 9 HAILEY ROAD, NEW DELHI-1MMI. 

OR KRMISSION TO DEAL IN AND FOR AN OFFICIAL QUOTATION OF THE KQUITY 
ilAlk OF' THE COMPANY 

ORIENT AND NOT A PROSPECTUS 


AHMED ABVD > 

1 Chnubhai Chmunui Dalai. 
Mahurct Palciiku, Manekchowk 

2 launinuram N Gupu A Company, 
Anandp Kdl>anp Bldg, Relief Road. 

y Champaklat Bhuital Ghokshi, 

Manek Chowk, Near Share fkuar 


sf RfS,- per fhare on the p.uily 
'til (J called un aJonj? with ihu 
wtim issue |o the Public) 

l to Me Rubik for 


v Ilf Is KV- each 
ai ill Redeemable 
'fcirAc Shares of 

h I 


40.00,000 

10 ,00.00) 

Rs 50.00.0W 


■n tt Kharesi shall br 
ui'i htus I’uL-e r: <ih»rcs 
gd IBM) Rs. 25 IK) 

P 2.50 Rs :«w 

TV Lquityt and Rs 50) per 
e pa jlilc m une or more tails 
f ih Botrd of Directors ol the 
no 1 |!1 shall be made payable 
e dl (mrnt 

nt < ie on allotment or any of 
arcs in qucciion and previous 
?r f< fetturc. 

ant. f any, i>a d on application 
fhl amount ptyable on nllct- 
ly i Hotted to the applicant 

BR( KERB TO THE ISSUE : 
to t e Public has hem under- 

den iler, Broker Amount 

iJmienvK'Ccft 
Rs. in I cio 


istr: Development 


iand parh 

7 5f 

G Now Delhi. 

2 00 

DJ 

0 so 

Toul * 

10011 




ft dank Ltd. 


w I ;Uu, 

2.00 

tui l Oaadfti Mars 

5.00 

L 1 O. 

•uUi [>R ‘F Block. 


| 

1 00 

dg< Aui AJi Road. 

3.50 

cV 


ac ft 

1X0 

St i k>., 


ban u Gupta Road. 

2.50 

ng,: ksaf Road. 

1.00 

o.. 


re. 

too 

'o., 


ng, \saf All Road. 

0.50 

Sr, A&if Ali Road. 

1 75 

V r 

nu tsaf aB Road. 

1 50 

ig. \ml All Road. 

1 75 

o„ 


tg,nsaf Ati Road. 

0.50 

'SI Al* Road 

0.50 

ij.hr Pvrsh;trl 


la. (As,it Road 

i* 50 


| 16* Raj Kitihore Chuuh, 

6iock Cachang*; Ru ling, Asa/ Ah Road 

17 Mohan Lai Oauba A Co, 

Stock Exchange Building, Asaf Ali Road. 

18 Sant Ram Dhuper A Co.. 

Slock Eichan 1 .'* Building, A«f Ail Road 

19 S-nyhana Lckhotia & Co, 

» Stock Lxwhan^ Building, Awf AJi Road. 
20. Manohjr Lyi Bansal. 

Stock Lxchanr* Buildup Asa/. AJU Road 
21 B k. Khullar A Co 

Stock Hxchang* Building, Asa/ All Road 
21 K on (uni .I \ isluK \ i 

So A 1 \t hinge Build ng. Ah if Alt Road, 
2\ llohans S ngh Mih a A Co, 

Regal Building, Parliament Street, 

BOMBAY : 

1 Devkaran Nanjec A Co . 

V». Stock Lxvhangc Bldg, Apollo Street 
2. hhiipcndra < hcmnakla) Devida\ 
Bhupen C hanihvrs, Dalai Street. 

3 Hira Lai Lilladhar. 

Stock Ijichang*' Bldg., 5-A, 

Ha mam Sfreet. 

4 Merwinjec Ltomnnjeo Gala! 

Allahabad Bank Building, Apollo Street. 

5 Valjj Bhimji, 

Old Stock Lachonge Building, Da1.il Street. 

7 Jasvanihhl Chhote’al A C>., 
Bhupcn Chambers, Dalai Street 

8 Hark i son da.'. \ Lukh rr.dass, 

5th Floor Stock L^iunin Bhddtflg, 
Apollo Street 

9 Ma Ran la I T Vora. 

Bhup-n Chamber*, Dalai Street. 

10 Pore, ha IJmthcis, 

19, Stock 1 tihangc Building, 

Apollo Street 

If Suresh F Cundarta, 

Stock Exchange -Build-ng, 6, Dalai Street 

12 I jllubl.j * Raxu'hahnJUas, 

Bhupcn Chambers, Dalai Street 

13 I *\ns *k Junes, 

Bank of Ibroda Building. Apollo Stuvi. 

14 J R. Motshaw A Co, 

32. Apollo Street 

15. L. K PamPsy, 

Bank of Maharashtra Bldg., Apollo Street, 
lb. Jumnadas -Morarji A Co., 

5-A. Ha mam Street. 

17. D. S. 'Pruboodas & Co., 

Stock Exchange Budding, Apollo Si reef. 
CALCUTTA » 

1. Place, Siddons A Gough P. Ltd., 
6, Lyons Range 

1 M M Murarka A Co., 

1 IB, Mandcville Gardens. 

3. Stewart A Co, 

14. India Fji change Place. 

4 Bnjnath KhandeJwal A Co.. 

13, India Exchange Place. 

MU3RAS : 

1. Paterson A Co., 

Vanguard House JTI Floor, 

11112 Second Line Beach. 

2. Dalai A Co, 

National -Insurance Bldg., 362 N.S.C, 
Bose Road. 

3 CHtra A Co„ 

3^2(323, Lfflghi Chetty Sr met. 

Bangalore j 

1. Vijay A Co, 

9. 11th Maui Road. Malle »waram. 

2 M. Nafjtppi'ah J.itigirdai, 

205. Cavalrv Rond. 

5 $c«£drSpumn. 2^ . 2nd Main Rond. 

___ L 0 _ 


In ihe opuuorr ol ihc DneLtor^, »ht iesoura“ • i ihu 
Und-'jwruers, are suthaotu to discharge (heir rr'ju'in 
underwnting obligat'ons, 

MANAGERS TO THE ISSUE ; 

M m. II. P. Mehia & Co., 

104 Sur>j Kuan, Ka^tutba Gandhi, Marg, 

New Delhi ■ MOOOI 

REGISTRARS TO THE. ISSUE ; 

Tata CoueSfanry Scrum, 

5<>2 Surva Kiran. 19 Kavturba Oandbi Marg, 

New Delhi - 1100.1. 

BANKERS TO THE ISol L : 

National A GrnwHaw Bank lad., 

Parliament Sion*!, New Delhi - 110<V»V 
and mam offices at 

Amritsar, Bangalore, Bombay, Cakutu. C'otbm Darne<> 
•ng. Gauhati, Hyderabad, Kanpur, Madnt->, Simla and 
Tuuconn. 

Bank of India, 

4 Parliament Street, New Delhi - I lUUOl 
and main offices at 

Abmedabiid, Allahabad, Amritsar. Bang-iiorv, Baroda, 
Bhavnagar, Bhopal, Bombay, Cakutu, CTiandigarb. 
Coimbatore, Delhi, Imakulam, Hydetahad, Indore, 
Janpaih (New I) -lhi), iullundur, Kanpur, Lucknow, 
Ludhuna, Madras, Nafpur, Navk, Parna, Poona. 
Rajkot, Ranchi, Sambluji (Oua>, Songb. Surat and 
Varanasi. 

Punjab Naiflboaf Bank, 

Parliament Street, New DeJh» ■ IIOOOI 
and main offices at 

Aligarh, SaharanjnJf. Mu/allar Nagar. Dobra Dun. 
.VJlahabdd, Varanasi, Agra, Baroda, Patna, Sural, 
Thaqa, Shillong, Jamshedpur, Sector 22 D <■ handigarh. 
Sector 17, Chandigarh, Oundnj Chowk Delhi band- 
ahad. II iss.ii ? Hl* M.iII Simla J immu lawi M iharai 
Gunj -5nna«ar, Bhopal. Siyagani - Indore. P N B 
House* Bombay Fori, Kings way - Nagpur, laxnu Road- 
Poona City, Hall -Bu/ar • Amntsar, Pero/opur Cantr. 
Civil Lines - Jullundur, Ouura Bo/ar • Ludhiana, Jaipur. 
Kota, Malt Road • Kanpur, Nayajptni - Kanpur, Ha^rat* 

E nj * Lucknow, Mcnrut Cana , Kaiserganj Mix'rut, 
ions Range - Calcutta, Brabourre Road • Calcutta, 
Maskati Market - Ahmedabad, -BangnJore CantL. 

Bangalore City, Hyderabad, Secunderabad, Bhubaiicsfc* 
war, Cuttack, First Line Beach - Madras, Mount Road* 
Madras, <'oimbatove, Cochin, Trivandrum 
IrdTan Oversnaa Bank. 

Malhotra Budding, Janpaih, New Deih. • IIOODI 
and mam offices at 

Alteppcy. Bangalore, Bhubaneshwar, Bombay, Calicut, 
Coimbatoie, Jaipur. Madras. Madura.. Mahilb.ipurum, 
Mangalore, Neltore, TirucJuxapalh and Vellore, 

HOW TO APPLY c 

A OBTAIN APPLICATION FORMS from any of 
Underwraten, brokers or bankers mentioned above or 
from any members of the recognised Stock Exchangee. 

B. COMPLETE THE APPLICATION FORM for 30 
JEquky Shares or 3 Preference Shares or muiuptoa 
Thereof. Sign and deliver to any branch of the 
Bankers to the issue mentioned above with caati, 
cheque or draft which should be on a bank ui the 
same city to which thev are delivered or dmpatctied 

■ »«.:»•* au early to avo d d'VPP^Mi'mem 

C READ THE PROSPDt.TUS FOR COMPLETE 
DETAILS 

D. OPENINCi DATE - 28th January -1974. 

CLOSING DA'IL • Sth February 1974, or cnrlM* 
but not earher than 3K> 
January 1974 
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fhe fields in which i he automation of in* 
| formation will not he cchnjnercially pro¬ 
fitable, such as all forms of education, 
\ health and social security, cultural affairs 
and the environment. Cither social needs 
, will emerge later, such as the provision 
• of information to individual citizens and 
.. to consumers. Clearly these cun only be 
'satisfied by establishing a public service 
to be financed mainly out of public 
funds. 

It would be surprising if these conclu¬ 
sions were to receive immediate, unani¬ 
mous approval, Some may consider that 


the recommendations unduly favour pri¬ 
vate enterprise and the industrial and 
commercial sector. Dr Anderia, however, 
points out to partisans of governmental 
intervention that in any case the tasks 
which governments will have to undertake 
in organising information for the benefit of 
society will be considerable, and that they 
must be tackled without undue vacilla¬ 
tion. 

Others will probably consider some of 
Dr Anderla’s staggering forecasts as too 
bold. But assuming that the projections 
fail to materialise as quickly as expected 


the immense problems involved will still 
have to be faced even if he proves wrong 
in .thinking that we have to face them so 
soon. 

Sources and acknowledgements: This 
is the second and concluding article 
summarising a report by Dr Georges 
Anderla' of the French Institute of 
Political Studies and of the Univer¬ 
sity of Paris, prepared for the OECD 
Directorate for Scientific Affairs, but 
Dr Anderla is responsible neither for the 
emphasis of my summary nor for my 
interspersed comments. 


SUBSTITUTION OF AUTOMATIC INFORMATION PROCESSING FOR 
MANUAL AND MECHANICAL METHODS : PROJECTED PATTERN 1970 TO 1985 
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term* of personnel costs, 
mum assumption of exponential 

sw,is -—« 

Cost.lndox of electronic inform¬ 
ation processing based on maxi- 
.mum . 3 , ^, 1 of exponential 
decrease in unit coats of 40 per 
cent a year. K 

Aggregated forecasts contained 
In Delphi surveys as to installation 
of automated Information sys¬ 
tems: based on minimum assum¬ 
ption of exponential growth at 
rate of 30 per cont a year. 

Aggregated forecasts contained 
in Delphi surveys ns to installation 
of automated information sys¬ 
tems, based on maximum assum¬ 
ption of exponential growth at 
rate of 36 per cent a year. 

Average of commercial forecasts 
by terminal and microform manu¬ 
facturers. 

Schematic representation of ex¬ 
pected rate of automation of 
information In priority sectors 
(health, education, «««»«*, 
mass communlcallunri based 
mean assumptions. 


SOURCE: O E C O “OBSERVER" 
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lit Orissa you'll get 
more than just a pat on 
the back for a 
good idea. 



You'll get credit for it. 


If there is an industrial project that feasible in Orissa today, 
there is a financial scheme* to help transform if into a profitable 
unit. Good ideas are worth good money. 

Assistanoe for investors covers direct participation in share 
capital, underwriting ol shares, long and medium term loans, 
and financial assistance m the renovation of plant and 
machinery. 

Numerous other benefits accrue to the entrepreneur. Like sales 
tax exemption on raw materials*, concessional power tariff, and 
subsidised rates for land and water. Plus added services 
such as project and product identification, 
of project profiles and feasibility reports at half 
the cost, plant location advice, and technical 
guidance in project implementation. 

Today if you've got a good idea for 
establishing an industry, there are a whole 
lot of good reasons for setting it up in Orissa. 




Issued by 

INDUSTRIAL PROMOTION AND . 

INVESTMENT CORPORATION OF ORISSA LTD. 

35 Satyanagar Bhubaneswar 


Orissa—where the scene is set for industrial enterprise 
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ANNOUNCEMENT REGAPD1NG THE ISSUE OF NEW ORDINARY SHARES 
THIS IS ONLY AN ANNOUNCEMENT AND NOT A PROSPECTUS 
Persons’interested in full details may obtain copies of the Prospectus and Application Forms from the 
Germany. the Principal Brokers, the Brokers, the Underwriters a.sd the Bankers named below. 

INDIAN ALUMINIUM COMPANY, LIMITED 

/Incorporated on 17 December 1938 under the Indian Companies Act 1913) 

Registered and Head Office : 1 Middleton Street, Calcutta 700 016 

Till* SUBSCRIPTION LIST WILL OPEN AT THE COMMENCEMENT OF BANKING HOURS ON 
TUESDAY, 29 JANUARY 1974 AND WILL CLOSE AT THE CLOSE OF BANKING HOURS ON 
FRIDAY, 8 FEBRUARY 1974 OR EARLIER AT THE DISCRETION O ? THE DIRECTORS BUT 
NOT BEFORE THE CLOSE OF BANKING HOURS ON THURSDAY, 31 JANUARY 1974. 

Applications have been made to the Stock Exchanges at Calcutta and Bombay for permission to deal In, and for 
official quotations for, the shares now being issued. 



pNPAt-1 


HISTORY AVI) BUSINESS OF THE COMPANY 
Indian Aluminium Company Limited (Indal) is engaged on a nation-wide 
wale in all phases of the aluminium industry from bauxite mining to manu¬ 
facture of finished aluminium products. From incorporation as a private 
limited company on 17 December 1938 and conversion into a public limitod 
company on 28 March 1945, Indal has grown to become one of the largest 
public limi^rd companies in India. In 1947, Indal sales were Rs. 69 lakhs and 
gross block was Rs. 1.9 croft*. In 1972, *al.*s W'*re Rs. 44 crorcs and gross 
block was Rs. 78 crorcs. 

Indal now has nine production facilities located in six states These comprise 
aluminium smelters located at Aiupuram in Kerala, llirakud in Orissa and 
Belgiiuin in Karnataka; alumina plants at Murt in Bihar and Belgium.; shcv»- 
rolling mills at Bclur in West Bengal and Taloja in Maharashtra; an extrusion 
plant and a propem unit at Aiupuram; and a foil plant and an aluminium 
powdei and paste plant at Kulwa in Maharashtra. Indal also operates bauxite 
mine* at Loharduga in Ihhar and C'handgad in Maharashtra. A network 
of stiles offices markets Indal products throughout the country. 

DEVELOPMENT PI AiSS 

Indal is now engaged in a further major development on the West Coast. 
Construction is well advanced on a fuithcr 50%, or 20,000 tonnes, audition 
to the licensed annual capacity of the Uclgaum smelter for which a licence 
under the Industries (Development & Reguhaion) Act J951 has been receiv¬ 
ed. This smelter project includes related additions to the alumina plant, 
bauxite-mining operations and ancillary facilities. The Company has also 
applied to the Government of India for industrial licences to increase the capa¬ 
city of the sheet mill at Taloja, to install an extiusion press at the same loca¬ 
tion and to increase the capacity of the foil plant at Kulwa. 

The estimated capital cost of the aforesaid projects is Rs. 20.10 crorcs, of 
which the present issue amount of Rs. 6.70 crorcs (that is, 31,90,477 Ordinary 
Shares at Rs. 21 per share) is one-third. 

DIRECTORS 

JAMES WILLIAM CAMERON 

3445 Drummond Street, M'unreal, Quebec, Canada, H3G 1X9 
PURAYANKARUMPIL CHATKO GEORGE 
7 Mnvfair Road, Calcutta 700 019 
JOHN HAMPTON 1IA1.E 

3117 Daulac Road. Montreal, Quebec, Canada, H3Y 2A1 

ALLAN ARCHIBALD HODGSON 

17/1A Alipore Road, Calcutta 700 027 

JAMES BOOTH LLSI IT, Wtmaginv Director 

12. Asoka Rond, Calcutta 700 027 

SIR UDAY CHAND MAHATAB, K.C.I.E. 

Mahartwdhiwta Bahadur of liurdwjn 

Bijav Man/il, I0A Diamond Harbour Road, Calcutta, 700 027 

KESIIUB MAHINDKA, Chairman 

St. HetonN Court, (iopnlrao Deshmukh Marg, Bombay 400 026 
SUDIUK KUMAR DEY MULI.ICK 
12 Altenbv RoucL Calcutta 700 020 

THOMAS FRANK Dl-NYS SIMMONS —alternate for John H. Hale 
7 Richelieu Place, Montreal, Quebec, Canada, H3G 1E7 
TRISHUL DHAR1 S1NHA 
8/7 Alipore Road, Calcutta 7tX) 027 

SECRETARY 

TRISHUL DHARI SIN HA 
SOLICITORS 

SANDERSONS «& MORGANS 
5 & 7 Nctaji Subhas Road, Calcutta 700 001 

AUDITORS 

PRICE: WATERHOUSE. PEAT & COMPANY 
B-4 Gilhndcr House, Calcutta 700 001 


REGISTRARS TO THE ISSUE AND TRANSFER AGENTS 

ANDREW YULE AND COMPANY LIMITED 
Yule House, 8 Clive Row, Calcutta 700 001 

SHARE CAPITAL 

Issued, 


Authorised 

Rs. 


subscribed 
and paid-up 
Rs. 

24,60,00,000 

40,00,000 

Ordinary Shares of Rs. 10 each 

Cumulative Redeemable Preference Shares 
of Rs. 100 each 

IS, 02,31,610 

40,00,000 

25,00,00,000 


IS,42,31,610 


Present Issue 

Nominal Value 
Rs. 

31,90,477 

Ordinary Shares of Rs. 10 each at a premium 
of Rs. 11 per share 

3,19,04,770 


Oat of the Present Issue 


12,42,132 

Ordinary Shares of Rs. 10 each at a premium 
of Rs. 11 per share have been offered for 
subscription in cash, in terms of a Letter of 
Offer dated 20 December 1973, to members 
of the Company who being Indian nationals 
resident in India were on the Register of 
Members of the Company at the close of 
business on 20 November 1973 in the pro¬ 
portion of one Ordinary Share for every five 
existing Ordinary Shares held on that date 

1,24,21,320 

2,00,000 

Ordinary Shares of Rs. 10 each at a premium 
of Rs. 11 per share have been reserved for 
allotment to Unit Trust of India for cash 

20,00,000 

1,89,670 

Ordinary Shares of Rs. 10 each at a premium 
of Rs. 11 per share have been reset ved for 
allotment to Life Insurance Corporation of 
India for cash 

18,96,700 

1,00,000 

Ordinary Shares of Rs. 10 each at a premium 
of Rs. 11 pci sbar > have been reserved for 
nilotmwot to the employees of the Company 
(being Indian nationals resident in India) 
for cash provided that the maximum num¬ 
ber of shares which may be so allotted to 
any one individual employee shall not ex¬ 
ceed 200 Ordinary Shares 

10,00,000 

17,31,802 

NOW OFFERED FOR PUBLIC 
SUBSCRIPTION FOR CASH 

1,73,18,020 

14,58,675 

Ordinary Shares of Rs. 10 each at a premium 
of Rs. 11 per share (to which will be added 
the unsubscribed portion of the 17,31,802 
Ordinary Shares referrred to above) 

1,45,86,750 

~il,90A77 


3,19,04,770 
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TERMS OF.PAYMENT 
Per Share 
Rs. 


On application 

The balance is not more than 
two calls at intervals or not less I 
than 3 months between the date V* 
of allotment and the first call ( 
and between calls, the final call | 
to be not later than 12 months I 
from date of allotment J 


Id (Rs. 5 on account of nominal 
or par value, and Rs. 5 on 
account of premium.) 

11 (Rs 5 on account of nominal 
or par value, and Rs. (> on 
account of premium.) 


Failure to pay the amount due on oil 1(4 will render the Ordinary Shares 
now being issued, including the amount already paid up on them, liable 
to forfeitse. 

UNDERWRITERS TO THE ISSUE 

The issue to the public of 14,$K,<>75 Ordinary Shares at the price of Rs 21 
per share (inclusive of premium) his been undcrwiittcn as follows: 

No. of Shares 
Underwritten 


Th: Industrial Credit and Investment Cofpoi at ion of India 
Limited 

Life Insurance Corporation of India 

Unit Trust of India 

National and Giindlays Bank Limited 

Dhirajlal Maganlal Sons 

Place, Siddons A Gough (Private) Limited 

The Investment Corporation of India Limited 

Stewart &Co, 

Bhupendra Champaklal Devidas 
Brijnath Khandclwal & Co. 

G. M. Pync 

Harkisondass Lukhmidass 
Industrial Investment Trust Limited 
Lewis A .Tones 
M. M. Murarka A Co. 

Merwanjee Bomanjee Dalai 
Bharat Bhushan A Co. 

D.S. Purbhoodas A Co. 

H. P Mehta & Co. 

Harb&ns Singh Mehta A Co. 

Jalan &Co, 

Jamnadas Morarjec A Co. 

Vi nod Kumar A Co. 

Raja Ram Bhasin A Co. 

Batlivala & Karan i 
Chimanla! J. Dalai A Co. 

Chitra A Co. 

Dayco 
J. C.* Mehta 
Lakholia A Sons 
Paterson A Co. 

Rasiklul Mancklal A Co. 

Varma A Co. 

Bchari Lai A Co. 

Jahgirdar A Co. 

Kaiki J. Khambatta 
M. Naniappaiah Jahgirdar 
Prabhudas Li Had her 
Harish Chandra Gutt A Co. 

Chimanla! Muneklal 
K. J. Shah A Sons 


2,50,000 

2 , 00,000 

2 , 00,000 

2,00,000 

35,OuO 

35,(00 

30,000 
?\000 
2*5,000 
25,000 
2 >,000 
2'\000 
2\OO0 

w\000 
2\000 
20,000 
. 20,000 
20,000 
20,000 
20,000 
20,000 
20,000 
15,000 
10,000 
10,000 
10,000 
10,000 
10,000 
IC.000 
10,000 
K,000 
10,000 
5.000 
5,(100 
5.000 
\000 
5,000 
3,675 

2.500 

2.500 


Dhiraila! Magaalal Sens 

Stock Exchange Building, Apollo Street, Bombay 400 001 

OTHER BROKERS iO THE ISSUE 
CALCUTTA 

Brllnath Khandclwal A Co., 13 India Exchange Place, Calcutta 700 001 4 
l)avco, 7 Lyons Range, Calcutta 700 001 * G, M- Pyn*. 14 India Exchange 
Place, Calcutta 700 001 * Lakholia A Sons, I ft India Exchange Place, 
Calcutta 700 001 * M. M. Murarka A Co., 1/B Mandeviile Gardens, 
Calcutta 700 010 * Stewart A Co., 14 India Exchange Place, Calcutta? 
700 001 * Varma A Co., 7 Lyons Range, Calcutta 700 001. 

BOMBAY 

Datlivaia & Kuruni, Unicn Bank Building, Dalai Sheet, Bombay 400 001 

* Bhupeudnt Champaklul Devidas, Bhupen Chambers, Dalai Sheet, Bombay 
400 0? I * Chimmilal J. Dalai A Co , 107 Stock Exchange New Building 
Dalai Shoe?, Bombay *00 001 * Chimanlal Maiieklul, 11 Motilal Mansion 
45 t amarind Lane, Bombay 400 001 * D. S. urbnoadas A Co. Stock 
Exchange Building. A polk Street, Bombay 400 001 • llurlsh Chandra Gat> 
& Co. 45/47 Apollo Street, Bombay 4P0 C0I * Hurkisnndass Lukhmldasi 
Stock Evjlmngo Building, Apollo Street, Bombay 400 001 * Jamnttdtv 
Morarjec A Co. 5 A Ha mam Street, Bombay 400 001 • K. J, Shah A 
Sons, Stock Exchange Central Building, Apollo Street, Bombay 400 001 

* Kuiki J. Khambatta Central Stock Exchange Building, Share Bazar, For( 
Bombay 400 001 * Lewis A Jones, Bank of BaroJa Building, Apollo Street, 
Bombay 4CP 001 * Merwau|pc BonunJee Dalut, Allahabad Bank Building. 1 
App.Jlo Street, Bombay 400 001 * Prahhuda* Lilladhar, 5A Hamam Street 
Bombay 400 001 41 Rusikla) Mancklal A Co., Stock Exchange Old Build¬ 
ing* Dalai Street, Bombay 400 001. 

DELHI 

Bchari Lul A Co., Stock Exchange Building. Asaf Ali Road, New Delh. 
110 001 * Bharat Bhushan A Co., H-45 Connaught Place. New D<*lh 
110 001 * H.P. Mehta A Co., Surya Karan, Kassturba Gandhi Marg, New 
Delhi 110 001 * llarbans Siitffh Mehta A Co., 33 Regal Building* Purliamon 
Street, New Delhi 110 001 * J. C. Mehta, 44 Delhi Stock Exchange Building, 
Asaf Ali Road, New Delhi 110 001 * Jalan A Co.. Stock Exchange Building. 
Asaf Ali Road, New Delhi I ID 001 * Rain Ram Bhasin A Co., Jewai 1 
Mansion, 8/4 l)esh Bandhu Gupta Road, New Delhi 110 001 * Vlnod 
Kumar & Co., A *6 Connaught Place, New Delhi 110 001. 

MADRAS 

Chitra A Co., 322/323 Lmuhi Ch.tty Strest, Madras 600 001 ♦ Paterson Ai 
Co., Vanguard House, 11/12 Second Line Beach, Madras 600 001. 


National and Grindlays Bank Limited has also underwritten 1,00,000 
Ordinary Shares reserved for subscription by the employees J* the Company 
which form part of the public issue to the extent they are not taken up by the 
said employees. 

In the opinion ofthe Directors, the resources of the Underwriters arc sufficient 
to discharge their respective underwriting obligations. 

PRINCIPAL BROKERS TO THE ISSUE 

Place* Siddons & Gough (Private) Limited 
6 Lyons Range, Calcutta 700 001 


BANGALORE 

Jahgirdar A Co., Soshadnpuram, Bangalore 560 020 * M. Naujappaiab 
Jahgirdar, 205 Cavalry Road, BangibiC 560 042. 

BANKERS TO THE ISSUE 

National and Grindteys Bank Limited, Lloyds Branch, 41 Chowringhec Road, 
Calcutta 700 016 and its main branches in Bombay, Cochm, Delhi, Hyder¬ 
abad, Kanpur, Madras, New Djlhi, Simla and Srinagar • First National 
City Bank, H Chowringhec Road, Calcutta 700 016 and its branches in 
Bombay, M idrai.ind New Delhi • Syndicate Bank, 12/2 Clive Row, Calcutta 
700 Of)I and its iruin branches in Bangalore, ISJgaum, Bombay, Coimbatore, 
Jabalpur, Madras, New Delhi and Trivandrum * Union Bank of India, 15 
India Exchange Place, Calcutta 700 001 and its miin branches in Ahmeda- 
bad, Baroda, Bombay, Dchradun, Indoic, Nagpur, New Delhi and Poona 
* B;ink of America National Trust and Savings Association, 8, India Exchange •' 
Place, Calcutta 700 001 and its branches in Bon.bay and Madras • Punjab 
National Bank, IgA Barabourne Rout, Calcutta, 700 001 and its main* 
branches in Allahabad, Amritsar, Bombay, Chandigarh, Jaipur, Madras, 
New Delhi and Patna * State Bank of India, 1 Strand Road, Calcutta 700 001 
and its main branches in Bhubaneswar, Bombay, Gauhati, Jamshedpur, 
Madras and New Delhi. 

MANAGERS TO THE ISSUE 

The Merchant Banking Divisions of : ; 

The 1 ndustrial Credit and Investment Corporation of India Limited, 163 Backbay 
Reclamation, Bombay 400 020 i 

and 1 

National and Grindlays Bank Limited, Express Towers, Nariman Point;, 
Bombay 400 001. 
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HAST 


Working to a common purpose 

By investing 
In people 


We believe that investment in our 
employees makes the greatest returns 
in terms of reward for our efforts. 

And our reward has been that, today, 

33% of our Company's Managers 
have risen from unionised cadres. 

Opportunities for self-development in 
ITC started with implementing training 
within industry in 1952. Since then this 
has been a continuous process with a 
Technical Training Centre being opened 
in Bangalore recently to help enlarge 
technical skills, and Branch Training 
Cells being set up in all our five 
Cigarette factories and our Printing 
and Packaging plant. 

Ours is a professionally managed Company 
with our own Management Training & 
Development Centre. Managers regularly 
go through Planned Training Courses in 
this Institution and in recognised ones in 
India and Overseas. They acquire thereby, 
latest expertise and contribute to the 
Management Pool in the Country. 

Our efforts indeed are humble : 
but if they go even a small way 
towards helping national interests, 
we shall have served our purpose. 



ITgMMt 


India Tobacco Company Limited A 

-in pursuit of progross 
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TRADE 

WINDS 


year* The pending applica¬ 
tions have also been trans¬ 
ferred to the Bureau* All 
applications for fixation and 
revision of prices of drugs, 
including formulations, should 
be referred to the Secretary, 
Bureau of Industrial Costs 
and Prices, 56, Sundar Nagar, 
New Dclhi-3. This work was 
being looked after so far by 
the ministry of Petroleum and 
Chemicals. 


Cabinet Expanded 

ihmi President, on the advice 
of the prime minister, has 
appointed Mr lCcshav Deo 
Malaviya, M P, as cabinet 
minister, in the ministry of 
Steel and Mines MrK. Brah- 
manand Rcddi as cabinet 
minister in the ministry of 
Communications and Mr 
B. P. Maurya, MP, as minister 
of state in the ministry of 
Agriculture. 

The President has also 
approved that Mr M. B. 
Rana, at present minister 
of state in the ministry of 
Shipping and Transport, will 
be minister of state in the 
ministry of Industrial Deve¬ 
lopment, and that Mr Pranub 
Kumar Muklierjcc, deputy 
minister iu the ministry of 
industrial Development, will 
be deputy minister in the 
ministry of Shipping and 
Transport. The new ministers 
were sworn in on January 11. 

Futl for Coastal Ships 

The union government has 
decided to supply fuel oil for 
coastal shipping, port craft 
and fishing fleet, at the reduc¬ 
ed price prevailing on Decem¬ 
ber 12, 1973 when the price 
of fuel shot up. The con¬ 
cessional price of heavy fuel 
oil will be almost one sixth 
of the prevailing price. This 
concession will enable the 
transport of essential com¬ 
modities like coal and salt 
among various coastal towns 
at a cheaper rate of freight. 
The measure will benefit 58 
coastal ships totalling about 
200,000 GRTand a number 
of fishing trawlers and port 
craft like dredgers and barges. 

More Credit for Exports 

The Reserve Bank of India 
recently relaxed the credit 


squeeze for the export sector 
to enable it to undertake a 
vigorous drive for stepping 
up exports as a matter of 
national urgency. The Bank 
has decided to exempt credit 
to the export sector from the 
quantitative ceiling on credit 
expansion and also to provide 
it with somewhat increased 
refinance facilities. Disclos¬ 
ing this in a letter to the 
scheduled commercial banks, 
RBI Governor, Mr S, Jagun- 
nathan, emphasised that the 
broad framework of the 
current busy season policy 
announced by the Reserve 
Bank would, however, conti¬ 
nue. 

Coal Output to be 
Raised 

Immediately after taking 
over as union Minister of 
Steel and Mines, Mr K, D. 
Malaviya asked the depart¬ 
ment of Mines to explore the 
possibility of utilising the 
country boats and barges, as 
well as coastal shipping for 
transporting coal to the con¬ 
suming areas in various parts 
of the country. Mr Malaviya 
told senior officers of his 
ministry, who met and had 
discussions with him, that coal 
output must be raised consi¬ 
derably to meet the situation 
caused by the oil crisis. Also, 
the utilisation of country boats 
and coastal shipping for trans¬ 
port of coal would relieve the 
pressure on railway wagons. 

Drug Prices Review 

The work relating to 
screening of applications for 
fixation and revision of prices 
of drugs including formula¬ 
tions and other related matters 
has been transferred to the 
Bureau of Industrial Costs 
and Prices from January 1 this 


Release of Sugar 

The union government has 
ordered the release of 305,000 
tonnes of sugar lor February, 
1974. It will consist of 
200,000 tonnes of levy and 
105,000 tonnes for free sale. 

Gold Price 

Gold hit a record price of 
$130.50 an ounce on London 
market amidst monetary 
uncertainties set oil' by the oil 
crisis. The gold price was the 
highest readied in trading in 
London since the record $130 
of July 6 last year. Dealers 
reported an active market. 

Yen Devalued 

The Japanese government in 
effect devalued the yen by 
nearly seven per cent recently. 
Though there was no formal 
announcement of a devalua¬ 
tion, officials at the Bank of 
Japan and the finance minis¬ 
try pointed out that a mini¬ 
mum rate of 300 yen to the 
US dollar would be maintain¬ 
ed instead of the 280 yen that 
had prevailed since November 
13. 

Unit for Radars 

One of the world’s most 
powerful and advanced early 
warning radars and sophisti¬ 
cated electronics equipment for 
the Indian Air Force started 
rolling out of the production 
line when the prime minister, 
Mrs Indira Gandhi, inaugu¬ 
rated the Rs 11-crore second 
unit of the Bharat Electro¬ 
nics Ltd. (BEL) at Ghazia- 
bad in Uttar Pradesh. The 
sprawling complex set up on a 
80-hectare plot has been indi¬ 
genously designed and built by 
engineers of Bharat electronics, 
Bangalore. In the first year 


the factory expected to pro¬ 
duce air defence radars and 
microwave communication 
equipment worth Rs 9 crores 
and the production level should 
rise to Rs 17 crores within the 
next few years. 

Mr G R. Subramaniam, 
Managing Director of BEL 
slated that the factory will 
produce 23 MV early warn¬ 
ing radars based on the re¬ 
quirements of the IAF and the 
first lot of radars will consist 
of 50 per cent imported com¬ 
ponents. Within a year the 
imported content of the equip¬ 
ment will be brought down to 
30 per cent he added. The Rs 
11-crore complex is fitted with 
imported machinery and equip¬ 
ment worth Rs 3.5 crores. 
When the factory goes into full 
stream it will generate an em¬ 
ployment for 4,000 workers 
and technicians. Construction 
at Ghuziabad started in March 
1973 and equipment fabrication 
began in September 1973, 
Construction of the factory 
will be completed in March 
1974. 

Phulpur Fertilisers 

The third project of Indian 
Farmers Fertiliser Co-opera- 
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live will sem stint coming 
up at Phulpur near AIIulutb?.d 
in Uttar Pradesh. The founda¬ 
tion stone of the project was 
laid by the prime minister, 
Mrs Indira Gandhi on January 
J6. Designed to produce 
500,000 tonnes of urea per an¬ 
num, the project is estimated 
to cost about Rs 117 crores. 

It is expected to go into opera¬ 
tion by 1977. The feedstock 
of the project wiil be fuel oil. 

The two other projects of 
IFFCO are being implemented 
at present at Kalol and Kamila, 
in Gujarat. Designed to pro¬ 
duce annually one million ton¬ 
nes of urea and composite 
fertilisers, they are expected to 
go into production by the 
middle of this year. 

Out of the 117 crorcs in¬ 
vestment on the Phulpur pro¬ 
ject, Rs 50 crorcs will be in 
terms of foreign exchange. 
The rupee finance is proposed 
lo be raised through an equity 
capital of Rs 39 crores to be 
subscribed by farmcis coopera¬ 
tives and the government joint¬ 
ly and through term loans 
from financial institutions. The 
foreign exchange cost is expect¬ 
ed to be met through a loan 
from the World Bank and 
some bilateral credit arrange¬ 
ments. 

Organised in November, 
1967, IFFCO is Asia’s largest 
fertiliser producing unit in the 
cooperative sector. It has an 
authored capital of Rs 100 
crores. Nearly 24,000 coope¬ 
rative societies in 10 states of 
the country arc its members. 

Narora Nuclear Power 
Project 

The prime minister, Mrs 
Indira Gandhi, inaugurated the 
commencement of the fourth 
nuclear power project at 
Narora, district Bulundshar 
in Uttar Pradesh on January 
13, 1974. Like the Rajasthan 
and the Madras atomic power 
stations, the Narora station 
will consist of two reactors of 
the CANDU-PHW (Canadian 
deuterium uiuniam-Pressuris- 
ed heavy water) reactor system. 
Faeh unit wilt generate 220 
MW(e) net. The first unit of 
the Narora Station will achieve 
criticality by mid" 1981 while the 


second will become critical in 
1982. When fully operational, 
the Narora Atomic Power Sta¬ 
tion will deliver 440 MW(e) of 
power to the power systems of 
the ik ftijern region. The total 
cost of setting up the Naror- 
Atomic Power Station is esti- - 
mated to be about Rs 210 1 
crores with a foreign exchange I 
content of about Rs 30 crores. T 

BHEL Unit at Jhansi 

With a view to augmenting 
the indigeneous production of 
transformers and power gene¬ 
ration equipment a transformer 
manufacturing plant is being 
set up at Jhansi in Uttar Pra¬ 
desh, at an estimated cost of 
Rs 15 crores. The plant will 
be the first to be set up with 
complete Indian expertise and 
investment and will be another 
unit of the state-owned Bharat 


GOVERNMENT QF INDIA 
DEPARTMENT OF SUPPLY 



DIRECTORATE GENERAL OF SUPPLIES 4 DISPOSALS 


(REGISTRATION BRANCH) 


NEW DELHI 


Procedure for registration with the D.G.S. &D., New Delhi 
OBJECT OP REGISTRATION 

The main object of registration of firms as approved suppliers is 
to facilitate the location of reliable sources of supplies as and when 
demands are received from the various Indenting Departments of the 
Government of India including Defence, Railways and Posts & Tele¬ 
graphs. it also undertakes purchases on behalf of the State Govern¬ 
ments and the expanding Public Sector Undertakings. Purchases 
embrace practically all types of stores excluding food-miffs and live¬ 
stock. The annual purchases made through D.G.S. &D. extend over 
quite a few hundred crores of rupees. 

BENEFITS OF REGISTRATION 

Firms registered with DGS&D enjoy the following benefits:— 

(i) Demands which are not advertised are mot from registered 
firms. 

(ii) In case of advertised demands, copies of the notice are sent to 
registered firms, giving them advance information of the de¬ 
mands. 

(iii) Rate Contracts and Running Contracts arc normally reserved 
for registered firms. 


Heavy Fleet rivals Lid. The 
prime minister, Mrs Indira 
Gandhi, laid the foundation 
stone of the plant recently. At 
peak production, the Jhansi 
plant will manufacture over 
1,000 power and instrument 
transformers every year valued 
at Rs 14 crorcs. It will effect 
an annual foreign exchange 
saving of Rs 6.5 crores. The 
factory will provide employ¬ 
ment to nearly 1,500 persons 
and a number of ancillary in¬ 
dustries will not only provide 
additional employment but 
also help in the industrial deve¬ 
lopment of the region. The 
Jhansi transformer factory wiil 
help bridge the supply gap 
and will also help the BHEL 
unit at Bhopal to rationalise 
its product range and utilise 
existing facilities for producing 
more and bigger transformers. 

More Thermal Plants 

A high-power committee of 
the union government has 
selected six sites for the loca¬ 
tion of large thermal power 
stations. Investment in these 
plants is expected to be about 
Rs 2,400 crores. The com¬ 
mittee has strongly recommend¬ 
ed that a high-level organisa¬ 
tion should be set up for effec¬ 
tive implementation of these 
projects at the earliest. The 
central organisation should 
adopt modern methods of po- 


(iv) Operational demands arc normally reserved for supply by re¬ 
gistered firms. 

(v) Normally 80% of the quantity against Express and Urgent de¬ 
mands is reserved for supply by registered firms Even ordi¬ 
nary demands arc mostly covered from registered suppliers. 

(vi) The State Governments and Public Undertakings may at their 
discretion waive the requirements of Security Deposit from 
firm* registered with D.G.S. &D. 

(vii) Registration with D.G.S. &D. raises the firms’ status in busi¬ 
ness, not only with Government Departments but also with 
foreign firms and establishments. 

APPLICATION FORM 

All firms in India and in foreign countries are eligible for registra¬ 
tion. The application must be made to DGS&D, New Delhi in 
the prescribed application form. Firms in USA and Canada may pur¬ 
chase the form at $ 5/- from India Supply Mission, Washington. 
Foreign firms in other countries are supplied forms free of cost by A 
DGS &D, New Delhi. Indian firms may purchase application form I 
from DGS&D, New Delhi or Director of Supplies & Disposals, f 
Bombay/Calcutta/ Madras/ Kanpur on payment of Re 1/-either at the 6 
counter or by Money Order. Application for registration in the pres- T 
ertbed form should be submitted along with a Treasury Challan for f 
Rs 10/- indicating the Revenue Head of Account “XX-Supplies & Dis- i 
posals”. Form of application for renewal of registration will he issued I 
free of any initial charge on request. Application for renewal of t 
registration should, however, bo accompanied by n Treasury Challan } 
for Rs 10/- as mentioned above. Application forms are issued free of 
cost fo initial registration as well as for renewal to Small Scale/ < 
Cottag e Industry Units on production of certificates by the firms from $ 
the States Director of Industries or the NS1C authorities to the effect i 
that the Units are registered with them us boiiafide Small Scale/Cottage t 
I ndustry Units. Such Units arc also not required to forward necessary * 
Challan* for Rs 10/-. * 


I 

* 

* 


CATEGORIES OF REGISTRATION 



(1) Manufacturers. 

(2) Sole Selling Agents/Solc Distributors of Manufacturers re- S 

gistered. 0 

(3) Stockists : 1 

(a) of imported stores * 

(b) of indigenous stores such as Timber, Hides & Skins and 9 
Cotton Waste. 

(4) (i) Foreign firms who are manufacturers; 

and 

(it) Accredited Agents in India of foreign firms registered. 

It pays to get registered as approved supplier with the 
Directorate-General of Supplies and Disposals, 

-dftvp. 73/129.i* 


Eastern r.coN<>Misr 


108 


JANUARY 18, 1974 



wer stations management such 
as network techniques for pro¬ 
ject management, computers 
for inventory control, perfor¬ 
mance monitoring and load 
despatches. The committee 
has selected Chandrapur in 
t Maharashtra, Satpura and 
Korba in Madhya Pradesh, 
Ramagundam in Andhra, Tal- 
cher, Tcnughat of Rajmahal 
in eastern region for setting up 
these thermal plants. 

Kerosene from 
* Soviet Union 

The Soviet Union has un¬ 
dertaken to supply one million 
tons of kerosene to India this 
year under an agreement reach¬ 
ed recently. The deliveries 
will begin immediately with 
three shipments scheduled for 
January. The Soviet Union 
will also supply 1,00,000 tons 
4 of high-speed diesel. 

Exports to Libya 

Exports to Libya during the 
first six months of 1973 increas¬ 
ed remarkably over the same 
period in 1972. During January- 
June 1973, India exported 
k goods worth Rs 2.71 crorcs as 
against Rs 4.6 lakhs during 
the corresponding period in 
1972. The items exported in¬ 
cluded steel pipes, structural 
angles, manhole covers, textile 
machinery and accessories, 
tobacco, tea, aluminium con¬ 
ductors, towers, control 
switchgears, cables, jute bags, 

5 HP diesel engines, turmeric, 
handicrafts and textile fabrics. 
The number of items exported 
f to Libya have also gone up 
from 50 in 1972 to 115 in 1973. 
A significant fact about India’s 
exports to Libya in 1973 is that 
India made a breakthrough in 
the supply of drugs too. 

t Trade with Yugoslavia 

India and Yugoslavia 
agreed to enhance their bila¬ 
teral trade transactions during 
the current year to the tune of 
$100 million representing an 
increase of 35 per cent over 
last year. This was stated at 
the conclusion of the eighth 
session of the Indo-Yugoslav 
joint committee for economic 


co-operation recently. The 
joint committee also decided 
to set up three sub-committce$ 
for commerce, industrial co¬ 
operation and joint action on 
third country markets. Com¬ 
menting on the outcome of the 
three-day talks, the union 
Commerce Minister, Prof. D. 

P. Chattopadhyaya, who led 
the Indian delegation, under¬ 
lined the productive role of 
the sub committees in the joint 
committee to chalk out con¬ 
crete programmes in specific 
spheres of co-opcration. He 
expressed satisfaction that the 
talks were ‘‘fruitful,” fulfilling 
all hopes,” and was hopeful 
that the increase in trade envi¬ 
saged at the talks would grow 
further. 

Reciprocating Prof Chatto- 
padhyaya’s optimism, the 
Yugoslav Commerce mi¬ 
nister told newsmen that a 
breakthrough had been achiev¬ 
ed not only in increasing 
trade but also in widening the 
areas of co-opcration between 
the two countries. Prof. Chat¬ 
topadhyaya also conferred with 
the Yugoslav prime minister 
and appraised him of the results 
of the talks. Prof Chattopa¬ 
dhyaya also visited the ship¬ 
yard presently engaged in 
building ships for India. 

Indo-Huvtgarian 

Cooperation 

Hungary will be willing to 
associate with India in joint 
ventures in a third country if 
lnd'*a can study the feasibility 
and make specific proposals. 
This offer came recently dur¬ 
ing a discussion with the - visit¬ 
ing Hungarian delegation, par¬ 
ticipating in the Indo-Hunga- 
rian group of the Indian Coun¬ 
cil of Foreign Trade. The sug¬ 
gestion for such joint ventures 
in a third country came from 
the Indian side, and it was 
pointed out that there is a pro¬ 
vision permitting such partner¬ 
ship in the recent Indo-Hunga- 
rian trade agreement. It was 
stated that there was a good 
scope for both countries under¬ 
taking turn-key projects in the 
Arab countries which were pre¬ 
pared to invest in industrial 
development. On behalf of the 
Hungarian side, it was pointed 
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out that Hungary built up con¬ 
tacts in certain Arab countries 
and both the nations could join 
and work on any feasible 
project in Arab countries or 
in Africa. 

Fall in Per Capita 
Income 

The per capita income in 
1972-73 at constant prices has 
been estimated at Rs 337.5 
—against Rs 343.6 in the previ¬ 
ous year. The estimate for 
1970-71 was Rs 345.8. 

The steady fall in the per 
capita income is attributed to 
a lower rate of growth in net 
national product coupled with 
a little over two per cent rate 
of growth in population. 

The “quick” estimates of na¬ 
tional income for 1972-73 
at constant prices (1960-61), 
prepared by the Central Sta¬ 
tistical Organisation, asses¬ 
sed the net national product 


during the year at Rs 19,101 cro 
res. 

IA Fares Go Up 

Indian Airlines fares will b 
raised by 25 per cent from Feb 
ruary I. 

According to the Civil Avia 
tion ministry, the governmen 
has allowed the fare increase t« 
Indian Airlines “with immediat 
effect.” However, the airline 
has decided to raise the far 
from February 1 in view of sons 
administrative difficulties. 

Indian Airlines had sought ai. 
increase between 25 and 30 pci 
cent with effect from Janunn 
because of the rise in fuc 
prices which alone would cost 
the airlines an additional 
amount of over Rs 7 crorcs 
annually. 

Names in the News 

Mr. Chimanlal B. Farikh 

noted industrialist, died recent¬ 
ly after a brief illness. He was 
75. Mr Parikh was the Presi- 
dent of the Indian Merchants' 
Chamber in 1954, 
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INDIAN ALUMINIUM 


COMPANY, LIMITED 

U!2s=S=J 1 Middleton Street, Calcutta 7Q0016 


Shareholders are informed that Letters 
of Offer, in respect of the 12.42,132 
Ordinary Shares being offered for 
subscription by Indian Shareholders 
holding Ordinary Shares of the Com¬ 
pany, have been mailed to the regis¬ 
tered address of the shareholders by 
registered post on 22 December 1973. 

The last date for submission of appli¬ 
cations is 25 January 1974. 
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EXTORTERS 


SMALL SCALE 
INDUSTRIES 


INDUSTRY 


This is the time 
to plsn 

your credit needs 
and achieve 
financial discipline. 
Talk to 
punjab 

notional bonk 

for help 


FARMERS 


SELF-EMPLOYED 


OTHERS 


The current credit squeeze concerns all our customers. 

We owe it to them to inform and reassure. 

To behave with a new financial discipline is unquestionably the need. 

We, on our part, will stretch our resources to assist you. We are fortunately 
in a relatively comfortable funds position. Our customers, therefore, 
have less reason to worry. 

Our priority sector customers—the farmers, the small scale industrialists, 
the self'employed and the exporters—their reasonable demands 
will be adequately met. 

The medium and larger customers will receive what they genuinely need 
to maintain the growth of production. But we would ask them to exercise 
restraint and discipline in their inventory build-up and cash management. 

It will be necessary for them to keep us informed of their state of affairs 
and cash flow, at least quarterly, better still, monthly. 

We ask all our customers to refrain from excessive buying of 
credit. We ask them to be careful in the use of money which is dual. 

Our national interest demands it. Your own interest demands it. 



punjab national bank 


Plan your credit needs with PNB 

—the bank where your credit is high. 
Come and talk to us. 


uika mi 
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COMPANY 

AFFAIRS 


tVoltas 

Voltas Lrn has suffered a sharp 
setback n its working during 
the year ended August 31,1973, 
reflecting the adverse impact 
of the strike which lasted lor 
about four months. The d ; rec¬ 
tors have however, maintained 
the equity dividend lor the 
year at 17 per cent which being 
payable on an enlarged capital 
will absorb Rs 97,14 lakhs, as 
^gainst Rs 88.31 lakhs in the 
previous year. Although sales 
during the year at Rs 139.50 
crores show an increase of 
6.4 per cent over the preceding 
year’s figure of Rs 131.12 
crores, gross profit has slumped 
by about 25 per cent from 
Rs 4.97 crores to R; 3.74 crores. 
Out of the gross prolit the direc¬ 
tors have set apart a sum of 
JRs 62.08 lakh> to djprcihtlion 
reserve, Rs 4,50 lakhs to deve¬ 
lopment rebate reserve and Rs 
187 lakhs for taxation as against 
Rs 59.43 lakhs Rs 3.50 lakhs 
and Rs 255 lakhs provided 
respectively in 1971-72. This 
leaves a surplus of Rs 120.38 
lakhs has been transferred to 
general reserve out of which 
the proposed dividend amount¬ 
ing to Rs 97.14 lakhs will be 
^aid. With the return to normal 
conditions the company’s pro¬ 
duction is expected to touch a 
new peak of Rs 18 crores dur¬ 
ing the current year. The manu¬ 
facturing activities arc being 
expanded to the maximum pos¬ 
sible extent. The company has 
Already received letters of 
intent for three new projects 
pertaining to centrifugal pack¬ 
aged chillers, equipment for 
transport refrigeration and 
plate freezers. The industrial 
licences are expected to be 
received in the near future. 
When completed these three 
projects alone will add about 
three to four crores of rupees 
i.to the output of the Thana 


Works. The future outlook has 
brightened especially with the 
setting up of a full-fledged re¬ 
search and development divi¬ 
sion. This division has already 
made u sizable contribution 
in the area of import substi¬ 
tution, product improvement, 
and development of new items. 
As a result of these magnificent 
efforts the company has been 
able to reduce the import con¬ 
tent of its several products to 
less than a half. 

Amco Batteries 

Ameo Batteries Limited, 
Bangalore, started in 1933, lays 
claim to be the oldest lead- 
acid storage battery manu¬ 
facturing unit in the country. 
It has to its credit an impres¬ 
sive record of continuous pay¬ 
ment of attractive dividends 
The equity dividends paid dur¬ 
ing the last three years were 
15.20 and 30 per cent.'At the 
annual general meeting of the 
company held in Bangalore on 
December 27, 1973, the Chair¬ 
man of the Board, Mr. A. 
Sivasailam reviewed with satis¬ 
faction the significant progress 
made by the company during 
the past five years and expres¬ 
sed his confidence that the 
ambitions plans for expansion 
growth would be implemented 
with speed. The company had 
recently decided to accept fixed 
deposits from the public to 
meet part of the expenditure 
connected with this planned 
growth of the company. In 
view of the unfortunate labour 
problems faced by the company 
in 1972, the operating results 
of the company has been consi¬ 
derably affected and as such 
he announced a 7.5 per cent 
dividend for the year ended 
March 31,1973. However, the 
company‘s position had been 
improving during the current 
year and accordingly he also 


announced an interim dividend 
of 7.5 per cent for 1973-74. 
The company has made a 
significant thrust in the export 
markets. During 1973, Amco’s 
exports to various countries 
arc expected to exceed Rs 65 
lakhs and may welt cross the 
rupee one-crore mark during 
1974. The company’s order 
books are full for the next 
12 months and it has expori 
orders to the tune of over 
Rs 6.0 crores to be fulfilled 
within the next three years, 

Industrial Cables 

Industrial Cables (India) 
Limited proposes to set up 
over the next five to seven 
years a composite steel complex 
in Haryana. The complex 
will include a mini steel plant 
and wire rod rolling mill, a 
unit to produce industrial fast- 
ners, a cold rolling mill, a 
cable-making machinery unit, 
steel wire ropes unit etc. A 
modest beginning in respect 
of t lie complex has already been 
made through the establish¬ 
ment of a steel wire unit at 
Kilazafargarh, in Jind district, 
to produce various types of 
steel wire, including pre- 
stressed concrete wire; spring 
steel wire, umbrella rib 
wire, cable armouring wires 
and strips; earth wire, ACSR 
core wire; ball bearing 
wire; and tyre beed wire. 
The steel wire unit is to be 
completed in two phases to 
total capacity of 19,000 tonnes 
per annum. Its first phase has 
already been completed and 
was inaugurated recently by 
the union minister for Indus¬ 
trial Development and Science 
and Technology, Mr C. Subra- 
maniam. The work on the 
second phase is being taken up 
shortly. The total capital outlay 
in the two phases will be nearly 
Rs 5 crores—Rs 1.83 crores in 


the first phase and Rs 3,1 
crores in the second phase.. 

Indian Explosives 

Indian Explosives has not 
been able to make much head 
way on its project for the 
manufactures of 1000 tonnes of 
nitrocellulose annually owing 
to delay in getting the necessary 
permission from the govern¬ 
ment. The management 
however, hopes to complete' 
the project by 18 months after 
clearance by the government. 
Meanwhile research and deve¬ 
lopment efforts continue for 
diversifying further its lines of 
production, by adding a wide 
variety of products to its exist¬ 
ing range of production. Aj 
numberlof blasting explosives, 
have a-rcady been designed 
and marketed for surface, and 1 
under water blasting and 
trenching. A superior quality 
of safety fuse has also been 
marketed. During 1972-73 the 
company’s output of explosives, 
was seriously affected by major 
accident at the mixing plant' 
while the fertilizer unit could ’ 
function only at 60 per cent of) 
the capacity on account of 
labour trouble and power short-. 
age. Consequently gross profit | 
during the year ended Sep¬ 
tember 30, 1973 declined to ; 
Rs 8.50 crores from Rs 12.79 
coresin 1971-72. The directors 
have taken the view that the 
setback is due to adverse 
circumstances of a unusual 
nature and so felt justified in 
maintaining the equity dividend 
at 17.5 per cent, the same as 
in 1971-72. 

Reckitt and Colman 

The board of directors of 
Rcckitt and Colman of India 
Ltd have recommended a 
higher dividend of 12 per cent, , 
subject to deduction of tax, 
for the year ended October 31, 
1973 as compared to 11 per 
cent paid during the last two 
years. Sales during the year ■ 
soared to Rs 8.03 crores, 
recording a smart rise of 12 i 
per cent over 1971-72. Almost 
all product lines contributed i 
their share for the handsome i 
rise in sales. After providing 
Rs 48.60 lakhs for taxation » 
and Rs 4.09 lakhs to develop¬ 
ment rebate reserve, the net 
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profit amounted to Rs 34.60 
lakhs as against Rs 29.56 lakhs 
in the preceding year. To 
this was added a transfer of 
Rs 42,000 from development 
rebate reserve miking a total 
of Rs 35.02 lakhs and the 
entire amount was transferred 
to th; general reserve. The 
annual general mating of the 
company is scheduled to be 
held on March 15, 1974. 

Widla (India) 

Widia (India) Ltd is enlarg¬ 
ing its issued equity capital to 
Rs 42.03 lakhs from Rs 40 
lakhs by offering 2,084 equity 
shares at a premium of Rs 140 
per share to holders of ‘H* and 
k C* equity shares in the ratio of 
one share for every eight 
equity shares held. Holders of 
‘B’ equity shares will be offered 
1,063 equity shares on a right 
basis and of ‘C equity shares 
1021 equity shares, alro on a 
right basis, at the same pre¬ 
mium, The new shares shall 
not participate in any dividend 
that may be paid out of the 
earnings of 1973. The shares 
are being issued in order to 
dilute the ownership of foreign 
interests in the equity capital 
of the company. 

Stkthi Sugars 

In view of the growing de¬ 
mand for sugar in the home 
market and the new opportuni¬ 
ties available for earning su¬ 
able sums in foreign exchange 
through regular exports it is 
felt that there should not be 
any shifts in policy regarding 
the pricing of canc or the quo¬ 
tas for levy and free sale 
sugar. Henceforth there will 
have to be a sustained 
increase in sugar production 
and the all-India target of 
65 lakh tonnes for 1978-79 can 
be achieved only if there was 
an annual growlh rate of 8-10 
per cent from the record level 
of 1973-74. In view of the fact 
that the efficacy of policy of 
nrtial decontrol has amply 
een demonstrated on two 
occasions, it should be conti¬ 
nued in the same form during 
the fifth Plan period also. This 
was stressed by the N. Maha- 
lingam, the Chairman of Sakthi 
Sugars Ltd while addressing 
the annual general meeting 


of the company held roccntly 
at Coimbatore. 

In view of the abrupt rise 
in the cojt of petroleum pro¬ 
ducts and the uncertainties 
relating to imports of crude oil 
and refined products, not to 
speak of the need to discourage 
expenditure in foreign ex¬ 
change, the new opportunity 
provided for using alcohol for 
industrial purposes should be 
fully explored and exploited. As 
large quantities of ploylhene, 
acetate chemicals, synthetic 
rubber, and other items can be 
produced with a larger output 
of alcohol out of molasses, the 
central and state governments 
should recognise the need for 
providing suitable incentives 
especially as distillary units 
can be established with equip¬ 
ment secured from indigenous 
sources. Such a step will go a 
long way not only in expanding 
the capacities of the existing 
distilleries but also encourage 
establishing of new units in 
convenient locations. Besides 
the additional supplies of 
alcohol will also be useful 
promoting allied industries. 
Further concerted efforts 
should be made to promote 
the development of new indus¬ 
tries based on alcohol and 
bagasse as these will be assured 
of the required raw materials 
on the basis of regular regene¬ 
ration. Sakthi Sugars is explor¬ 
ing the possibilities in this 
regard and details will be made 
known, when the plans have 
been finalised. 

The canc crushed by the 
company pierced all its previ¬ 
ous records in 1972-73. It reach 
cd an all-time peak of 6.88 
lakh tonnes as against 5.26 lakh 
tonnes in 1971-72. For the 
season as a whole the quantity 
of came handled was 7.40 
lakh tonnes as against 5.91 
lakh tonnes previously. This 
for the fourth season in succes¬ 
sion there has been a substan¬ 
tial increase in the quantum of 
canc crushed giving again 
Sakthi Sugars the unique dis¬ 
tinction and proud privilege of 
being the topmost in the coun¬ 
try in respect of canc crushed by 
any single unit. The output 
of sugar, however, was adverse¬ 
ly affected by a deterioration 


of the quality cane due to 
excessive rainfall in the last 
quarter of 1972 and the subse¬ 
quent drop in recovery per 
cent. This resulted in only the 
third place being secured in 
the whole country in respect 
of sugar production in spite 
of commendable efforts made 
by the company. It is signi¬ 
ficant to note that the consistent 
increase in canc handling and 
sugar production achieved by 
the company is largely due to 
meticulous planning, pro¬ 
gressive increase in the area 
under canc, extensive and 
expanding coverage given 
to high-yielding varie¬ 
ties of cane and significant 
rise in yield per acre. All these 
enterprising and energetic steps 
taken by the company will 
enable it to crush as much as 
12 lakh tonnes by 1974-75 
season. 

News and Notes 

(Expansion and diversification) 

Southern Steel’s Ltd ex¬ 
pansion programme is pro¬ 
gressing satisfactorily. The 
company is taking up diver¬ 
sification, modernisation and 
automation of the existing 
plant which will result in an 
added value to the products 
and increase in profitability. 
The proposcdaddilions include 
a galvanising plant for strips 
bright annealing furnace gang 
slitting lines, cranes and other 
handling facilitcs together with 
expansion of the building. To 
rise additional finance required 
for the company’s expanding 
activites the director’s have 
proposed a further issue of 
1.13 lakh equity shares of Rs 
10 each on rights basis in the 
ratio of one-for-one. 

New Issues 

Apollo Tubes Limited is set¬ 
ting up a project For the manu¬ 
facture of steel tubes and pipes 
and bicycle tubing with an 
installed capacity of 25,000 
tonnes per annum at Ranipet, 
about 120 killometres from 
Madras. The project is located 
in the industrial complex deve¬ 
loped by State Industries Pro- 
emotion Corporation of Tamil 
Nadu (SIPCOT). The project 
is being put up with the techni¬ 


cal and financial collaboration 
of Bharat Steel Tubes Limited, 
the largest manufacturers of 
ERW steel tubes and pipes in 
the country. The BST will pro¬ 
vide all the necessary technical 
know-how and other facilities 
for the supervision and com¬ 
missioning of the plant and 
training of the company's per¬ 
sonnel. The board of the com¬ 
pany is headed by Mr Raunaq 
Singh, the leading industrialist 
and President of Bharat Steel 
Tubes Ltd. The cost of the 
project is estimated at Rs 164.40 
lakhs and it will be financed by 
the equity capital of Rs 70.00 
lakhs, loan from Industrial 
Finance Corporation of India 
of Rs 29.00 lakh , loan from 
S1PCOT of Rs 25.00 lakhs, 
term loan from banks of Rs 
25 00 lakhs and subsidy for 
putting up the project in indus¬ 
trially underdeveloped area 
and deferred payment on land 


THE WESTERN INDIA 
MATCH CO., LTD. 

NOTICE 

General notice is hereby 
given to members of Public 
Under Rule 4A of the mono¬ 
polies and restrictive trade prac^ 
tices rules, 1970, that Messrs, 
the Western India Match Com¬ 
pany Limited intends to make 
an application to the Central 
Govt, under Section 21 [Sub. 
Section (I)] of the Monopolies 
and Restrictive Trade Practices 
Act, 1969, of their proposal 
of substantial expansion of 
their existing Paper and Paper 
Board Mill in the stale of West 
Bengal. Any person interested 
in the matter may, if be so de+ 
sires, intimate to the Central 
Government in the Department 
of Company Affairs, Ministry 
of Law. Justice and Company 
Affairs, within fourteen days 
from the date of publication of 
this notice, his views, if any, 
with regard to the said proposal 
of the Company, as also the 
nature of his interest therein. 

Secretary 
(M.V, Hate) 

Registered Office: 

INDIAN MERCANTILE 
CHAMBERS, 

NICOL ROAD, BALLARD 
ESTATE, BOMBAY,-!. 

17th January, 1974. 


EASTERN ECONOMIST 


112 


JANUARY 18, 1974 



of Rs 15.40 lakhs. The pro¬ 
moters, directors and their 
friends and associates have 
subscribed to equity shares 
worth Rs 28 lakhs. The balance 
of Rs 42 laksh, in 4,20,000 
equity shares of Rs 10 each is 
now being offered to the public 
for subscription for cash at 
par. The subscription list For 
this fully underwritten issue 
opened on January 14 and 
will close on January 25 or 
earlier but not before January 
17. According to current indi¬ 
cations the project will be 
commissioned by September 
this year and the products 
will be on sale before the end 
of 1974, 

Madhya Pradesh Industries 
Limited, n member of J.K.. 
Organisation, entered the 
capital market on January 15, 
1974, with an issue of 4,40,817 
equity shares of Rs 10 each for 
cash at par to the public for 
subscription. 1 lie subscrip¬ 
tion list will dose on January 
24, or earlier but not before 
January 17. The public issue 
is fully underwritten. A sum 
of Rs 2.50 per share is payable 
on application. The company 
has obtained licence for manu¬ 
facture of 60 million numbers 
of dry batteries per annum and 
the plant will be located in 
Bhopal. The cost of the project 
estimated at Rs227 lakhs will 
be financed by equity share 
capital of Rs c > lakhs and loans 
from financial institutions. 
The company has entered into 
technical collaboration with 
internationally reputed Vwta 
Batteric AG., West Germany. 
The Varta will provide com¬ 
plete technical know-how for 
planning and establishing the 
plant, imparl naming to the 
company’s Indian personnel in 
its plant in West Germany in 
the entrie field of production 
and depute its highly qualified 
technicians for installation, 
starting and running the plant 
in India. The foreign collabo¬ 
rator will also provide testing 
facilities for the dry cells in 
order to ensure high quality of' 
the product, In consideration 
for all the services rendered, 
the company will be paying 
three per rent of the ex-factory 
sales price as royalty to Varta. 
With the unique features of the 
company's proposed products, 


the company will meet the 
needs only of the sophisticated 
consumers but also the mass 
requirements at competitive 
prices both in the urban and 
rural areas. In line with mo¬ 
dern technology, the cells will 
be metal-jacketed, which gives 
then longer life, better dur¬ 
ability und appearance. The 
company is committed to ex¬ 
port 10 per cent of its total 
production of dry cells for a 
period of five years. There is 
u good export market for dry 
cells and with the cooperation 
of Varta the company does not 
anticipate any difficulty in ful¬ 
filling this commitment. The 
construction work js expected 
to commence by February and 
will be completed by Decem¬ 
ber, 1974. The plant is expect¬ 
ed to go into commercial pro¬ 
duction by June, 1975. In view 
of rapid growth in the demand 
for dry cells, the company 
views the future as holding po¬ 
tentialities of rapid expansion. 
The company expects to earn 
substantial return on the capi¬ 
tal employed from the early 
years of its production. Bar¬ 
ring unforeseen circumstances, 
the company expects to pay u 
dividend of 10 per cent from 
the third year of commercial 
production. 

Raipur Wire and Steel Ltd, 
is setting up u 10/14 tonnes 
electric arc furnace at Raipur 
industrial Area. It will manu¬ 
facture about 20,000 tonne * of 
mild steel and high carbon 
steel ingots. The furnace 
with all major equipments arc 
expected to arrive all the site 
by June 1974 and will be com¬ 
missioned in September 1974. 
The steel rolling mill will com¬ 
mence production in Februaiy- 
March 1974 und the steel wire 
drawing plant is already on 
commercial production. To 
raise part of the resources re¬ 
quired for the implementation 
of the project the company 
offering to the public for subs¬ 
cription 250,000 equity shares 
of Rs 10 each for cash at par. 
The subscription list for this 
fully underwritten issue opened 
on January 16, and will close 
on January 28 or earlier 
but not before January 19. 
constant growth of demand 
for basic and semi-finished 
steel products in the country 


the company is confident of 
finding a ready market for all 
its product. 

Oriental Hotels Ltd is setting 
up a new hotel of international 
standards at Madras. The pro¬ 
moters of the company - the 
Reddy Group - is a well-known 
group of industrialists in south 
India. The proposed hotel will 
he known as Taj Coromanded 
and will have 238 rooms with 
all facilities of it first class 
international standard hotel. It 
will be located in the central 
area of Nungambakkam High 
Road in Madras. The company 
has entered into a technical 
services agreement and operat¬ 
ing contract with the Indian 
Hotels Company Ltd, who own 
and operate the famous Taj 
Mahal und Taj Mahal Inter¬ 
Continental m Bombay. By 
these agreements the Indian 
Hotels Co. 1 td is assisting 
in the design and construction 
of the hotel and will operate 
the hotel. To raise part of the 
finance requited for the imple¬ 
mentation of the project, the 
company is offering at 8,10,000 
equity shares of Rs 10 each and 
10,000 (9.5 per cent) cumulative 
redeemable preferrcnce shares 
of Rs 100 each for cash at par 
to the public for subscription. 
The public issue is fully 
underwritten. The subscrip¬ 
tion list opened on January 


17 and will close on Janunr 
29 or earlier but not befor 
January 22. The capital out la 
on the project is estimated a 
four crores of rupees. Th 
work oil the project is alrcad 
at an advanced stage and th 
hotel is expected to start ri 
ceiving guests by April 1974. 

Company Meeting 

The Shalimar Rope Work 
Ltd Registered Office, 14Neta 
Subhas Road, Calcutta-1 
January 30; 3 P.M. 

Interim Dividends 

Surat Electricity Co. Ltd ha 
maintained the interim divi 
dead of Rs 5 per equity share 
for the half-year ended Scptcm 
ber 30,1973. 

Bombay Suburban Electri 
Supply Ltd has declared a high 
er interim dividend of 6.5 pc 
cent for the year ending Marcl 
31, 1974 as against six per ccn 
paid for the previous year. Th 
company paid a total dividem 
of 13.5 per cent for 1972-73 

MailanapalU* Spinning Mill 
Ltd has announced an interin 
equity dividend of live per een 
for the vear ending Marcl 
31,1974. 


Dividends 


(Per cent 


Name of the 

Year ended 

Equity dividend 
declared for 

company 


Current 

year 

Previou 

year 

Higher Dividend 

Loyal Textiles 

June 30, 1973 

20.0 

15.< 

Reckitt and Column 
of India 

October 31, 1973 

12.0 

n.c 

Investment 'I rust of 
India 

September 30, 1973 

15.0 

12.(. 

Same Dividend 
Nonsuch Tea Estates 

June 30, 1973 

10.0 

10.0 

Alkali and Chemical 
Corpn. of India 

September 30, 1973 

17.5 

17.5 

Mysore Coffee Curing 
Works 

June 30, 1973 

10.0 

10.0 

Khodiyar Pottery 

July 31, 1973 

10.0 

10.0 

Panyam Cement and 
Mineral Industries 

August 31, 1973 

12.0 

12.0 

Reduced Dividend 
Tirrihannah Co. 

December 31,1972 

Nil 

20.0 
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RECORDS 

AMD 

STATISTICS 


finances of 
Foreign 
Companies: 
1970-71 

This siudy published in the 
October 1973 issue of Re¬ 
serve Bank of India Bulletin 
and prepared in the Division of 
the Company Finances of the 
Department of Statistics analy¬ 
ses the financial results of the 
> working of 200 branches of 
foreign companies and 492 
foreign-controllcd rupee com¬ 
panies operating in India dur¬ 
ing 1970-71. It is based on the 
accounts closed during the 
period April 1, 1970 to March 
31,1971. Of the companies in¬ 
cluded in this study, 197 bran¬ 
ches of foreign companies and 
371 foreign controlled rupee 
companies were covered in the 
^previous study. 

It may be stated at the out¬ 
set that the studies on company 
finances are primarily intended 
to reveal the general trend in 
the working of the corporate 
sector and in particular, cor¬ 
porate sector’s contribution to¬ 
wards capital formation and 
savings in India, on the basis 
of their annual accounts. The 
studies on finances of branches 
of foreign companies and fo- 
reign-conlrolled rupee com¬ 
panies are not geared to col¬ 
lect statistics to show the 
amount of outflow from the 
country’s exchange reserves by 
way of remittances of profits 
dividends The information on 


remittances is not available in 
the annual accounts of com¬ 
panies. Moreover, there is 
always considerable time-lag 
between the period during 
which profits accrue and the 
period in which the remittan¬ 
ces are actually made. Thus, 
the amount of profits/divi¬ 
dends remittances made dur¬ 
ing a priod has no one to one 
correspondence with the 
amounts of profits made dur¬ 
ing the period. The data on 
profits/dividends and on ftinds 
ploughed-back attributable for 
the country of controlling inte¬ 
rest are being covered in the 
studies on India’s International 
Investment Position published 
by the Division of Interna¬ 
tional Finance of the Economic 
Department of the Reserve 
Bank. 

The total assets of the 200 
branches of foreign companies 
accounted for about 90 per 
cent of the estimated book 
value of the total assets held 
in India by all such branches 
of foreign companies as at the 
end of March, 1971. Of the 
492 foreign-controlied rupee 
companies included in this 
study, 290 were already co¬ 
vered jn the studies for the 
year 1970-71 on medium and 
iarge public and private limited 
companies. The remaining 
202 companies are included 
with a view to improving the 
coverage of the study and also 
to giving representation to 
companies with a low capital 
base but a fairly large turnover. 
The selected 492 companies 
accounted for about 98 per 
cent of the total paid-up capi¬ 
tal of all non-financial, non¬ 
government foreign-controlied 
rupee companies as at the end 
of March, 1971. 

In the case of branches of 


foreign companies, data for 
those having their places of 
incorporation in the UK and 
the USA are presented sepa¬ 
rately and those for all the re¬ 
maining companies are group¬ 
ed under ‘other countries*. As 
regards foreign-controlied ru¬ 
pee companies, data for those 
having their country of cont¬ 
rolling interest in the UK, the 
USA, West Germany and 
Switzerland are presented 
separately. Industry-wise, 
data in respect of branches of 
foreign companies are presen¬ 
ted for four important industry 
groups, viz., tea plantations, 
manufacturing, trading and 
•other industries’. A? regards 
foreign-controlied rupee com¬ 
panies data are presented for 
four main industry groups, 
viz,, agriculture and allied ac¬ 
tivities, processing and manu¬ 
facture, trading and ‘other in¬ 
dustries’; the group 4 process ¬ 
ing and manufacture’ is fur¬ 
ther divided into ten industry 
sub-groups. 

Country-wise, the total 
assets of the branches of UK 
companies constituted about 
77 per cent 1 of the total assets 
held in India of the 200 selec¬ 
ted branches of foreign com¬ 
panies. The UK controlled 
rupee companies accounted for 
59 per cent of the total paid- 
up capital of the 492 selected 
foreign controlled rupee com¬ 
panies. Industry-wise, tea 
plantations and trading com¬ 
panies each accounted for 36 
per cent of the total assets held 
in India of the selected bran¬ 
ches of foreign companies. In 
the case of foreign controlled 
rupee companies, the 399 com¬ 
panies studied under the main 
group ‘processing and manu¬ 
facture’ accounted for 89 per 
cent of the total paid-up capi¬ 
tal of the 492 sleeted com¬ 
panies. 

* 

Value of production of 200 
branches of foreign companies 
increased by 7.9 per cent from 
Rs 874 crores in 1969-70 to 
Rs 943 crores in 1970-71. Sales 
rose by 5.3 per cent from Rs 
885 crores in 1969-70 to Rs 
932 crores in 1970-71. Industry- 
wise, the value of production 
and sales of the manufacturing 
group improved by 9.1 per 


cent and 6.2 per cent from Rs 
165 crores and Rs 166 crores in 

1969- 70 to Rs 181 crores and 
Rs 177 crorcvS, respectively, in 

1970- 71. In the case of ‘trad¬ 
ing’ and ‘other industries’, the 
growth rate of sales was higher 
than that of value of produc¬ 
tion, the coi responding growth 
rates being 7.8 per cent and 
7.3 per cent fbr the ‘trading* 
and 14. f per cent and 9.1 per 
cent for ‘other industries’. As 
regards ‘tea plantations’, 
which constituted nearly half 
the total number of companies 
studied though the value of 
production increased by 9.2 
per cent, sales declined subs¬ 
tantially by 10.2 per cent. 
Country-wise, the value of 
production of UK companies 
registered an increase of 8.9 
per cent as against a rise of 4.6 
per cent in sales. The corres¬ 
ponding growth rates for the 
US companies were 6.8 per cent 
and 8.9 per cent respectively. 

The total expenditure (in¬ 
cluding interest payments) of 
selected branches of foreign 
companies rose by 7.2 per cent 
from Rs 851 crores in 1969-70 
to Rs 912 crores in 1970-71. 
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The pattern of expenditure was in profits before tax at 32.4 per and advances and other debtor 1970-71* On the liabilities side, 

broadly the same in brfih,,the cent, followed by the companies balances’ and ‘cash and bank liabilities to head office and 
year. About two-thirds of the incorporated in the USA andl balances’, about Rs 4 crores reserves and surplus accounted 
total expenditure was for con- ‘other countries, the corres-’ 1 2 3 4 5 '- each. However, there was a for about 30 per cent of the 
sumption of raw nutcrials, ponding growth rates beingl depletion to the extent of Rs total during both the years, 
components, etc. This was at 3u.l per cent and 21.2 per 3 crores in the gross fixed The share of provisions and 
followed by other exoenses cent, rcspsetivcly. assets formation. The select- borrowing? increased marfcj-* 

(about 10 per cent) and sala- ed branches relied more on nally from 5.3 per cent and 

ries, wages and bonus (about The profitability ratios, viz., internal sources to the extent 19.5 per cent in 1969-70 to 

8 per cent). Profits before tax gross profits as percentage of ofRs 13 crores or 81.3 per 5.9 per cent and 19.8 per cent, 
increased to 31.2 per cent from sales and gross profits as per-1 cent. Borrowings provided respectively, in 1970-71, while 
Rs 31 crores in 1969-70 to Rs centage of total capital em-’ Rs4 crores of the total ex- that of ‘trade dues and other 
41 crores in 1970-71. Tax pro- ployed, imnroved from 4.1 per tcrnal finance while there was current liabilities* declined 
vision constituted 68.1 percent cent and 7.8 per cent, respcc- depletion to the tune of Rs 1 from 28.4 per cent in 1969-70 
of profits before tax as com- tjvcly, in 1969-70 to 5.0 per cent crore m ’trade dues and other to 27.4 per cent in 1970-71. 
pared with the corresponding and 9.8 per cent in 1970-71. current liabilities’. 

proportion of 72.5 per cent in Both these indicators revealed Sales and value of produc- 

the previous year and as a better performance in 1970-71 The total assets of 200 bran- t ion of the 492 selected foreign 
a result, the profits after tax for ail the specified industry ches increased by 2.5 per cent controlled rupee companies 
rose by 52.6 per cent from Rs groups; especially in the case from Rs 465 crores in 1969-70 rose by 14.6 per cent and 14.9 

9 crores in 1969-70 to Rs 13 of *tea plantations’ there was a to Rs 477 crores in 1970-71. per cent, respectively, from Rs 

crores in 1970-71. noticeable increase in the ratio The pattern of distribution 2251 crors and Rs 2269 crores 

of gross profits to sales, from of assets and liabilities was in 1969-70 to Rs 2580 crores 
Industry-wise, ‘tea planta- 7.7 per cent in 1969-70 to J2.0 broadly the same in both and Rs 2606 crores, respective- 
lions* recorded a significant in- per cent in 1970-71. Country- the years. The share of net ly,in 1970-71. ANthemajnin- 
crease of 53.3 per cent in pro- wise also, the two profitability fixed assets in the total assets dustry groups except‘other in- 
fits before tax from Rs 7 crores ratios indicated a better per* declined from 33.2 per cent in dustries’ in the case of value 
in 1969-70 to Rs 10 crores in formance for all the three 1969-70 to 30.9 per cent in of production, contributed to 
1970-71. The corresponding groups. In the case of branches 1970-71 while that of invent o- this overall rise m sales and 
increase was around 25 per of companies incorporated in ries increased from 33.2 per value of production. The main 
cent in the case of manufac- the USA, both the ratios were cent to 34.6 per cent during industry group,‘processing and 
turing (from Rs 11 crores to noticeably higher than those the same period. “Loans and manufacture’which accounted 
Rs 14 crores), trading (from Rs for other country-groups. advances and other debtor for more than 86 per cent of 

9 crores to Rs 12 crores), and balances' accounted for about total sales as well as value of 

‘other industries’ (from Rs 4 The gross assets formation of 24 per cent during both the productionofallsclectcdcom- 
crores to Rs 5 crores). Country- the selected branches amount- years. The share of cash and panies, registered an increase 
wise, branches of companies cd to Rs 16 crores in 1970-71. bank balances increased mar- ofRs 294 crores (15.2 per cent) 
incorporated in the UK re- Of this, inventories contribu- ginaliy from 7.2 per cent in in sales and of Rs 305 crores 
corded the highest growth rate ted Rs 10 crores and ‘loans 1969-70 to 7.9 per cent in (15.7 per cent) in value of pro- 

Table I 


Profitability Ratios, 1969-70 and 1970-71 


Gross profits as Gross profits as Profits after tax Dividends as Dividends as 

percentage of percentage of as percentage of percentage of percentage of 

sales net of total capital net worth . paid-up capital net worth 

Group of companies rebate and dis- employed 

count 


1969-70 1970-71 1969-70 1970-71 1969-70 1970-71 1969-70 1970-71 1969-70 1970-71 


1. 200 branches of foreign companies 4.1 5.0 7.8 

2 . 492 Foreign controlled rupee compa¬ 
nies 11.8 12.1 13.3 

3. 1923 Indian controlled public and 

private limited companies 7.1 7.4 8.1 

4. 1501 Public limited companies of which: 8.7 9.0 9.6 

(i) 219 Foreign controlled rupee com¬ 
panies 12.1 12.1 14.1 

(ii) 1282 Indian controlled rupee com¬ 
panies 7.4 7.8 7.9 

5. 701 Private limited companies of which: 6.1 6.1 10.2 

(i) 60 Foreign controlled rupee com¬ 
panies 9.6 9.9 14.2 

(ii) 641 Indian controlled rupee com¬ 
panies 5.3 5.2 9,2 


9.8 


14.5 

12.9 

14.4 

11.8 

13.3 

7.4 

7.9 

8.7 

2.2 

2.0 

7.5 

7.9 

4.3 

* 

4.5 

10.4 

9.5 

10.1 

9.3 

10.1 

5.4 

5.7 

14.9 

2.6 

2.7 

12.6 

14.0 

7.7 

8.3 

8.7 

2.4 

2.4 

7.8 

8.3 

4.4 

4.8 

9.7 

7.8 

6.6 

7.3 

8.3 

4.2 

4.6 

14.8 

30.7 

32.0 

20.8 

29.2 

7.4 

10.2 

8.4 


—1.9 

4.8 

4.5 

3.2 

2.9 
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Auction during the year under 
study. All the specified indust¬ 
ry sub-groups under this main 
group contributed to the rise in 
sales and value of production. 

> Country-wise, companies 
controlled by West Germany 
faired better than the others 
ns regards sales and value of 
production with an increase of 
about 27.3 per cent and 27.5 
per cent, respectively, in 1970- 
71. The rates of growth in 
1970-71 in sales of companies 
controlled by the USA and the 
UK were 15.1 per cent and 
14.5 per cent and those in the 
value of production were 15.4 
per cent and 14.7 per cent, res¬ 
pectively. The sales as well as 
the value of production of 
Swiss controlled companies in¬ 
creased by 4.3 per cent and 


6.1 per cent, respectively, in 
1970-71. 

The total expenditure (in¬ 
cluding interest payments) of 
the selected companies in¬ 
creased by 14.3 per cent from 
Rs 2087 crores in 1969-70 to 
Rs 2385 crore in 1970-71. The 
pattern of expenditure was 
almost the same in both the 
years. Consumption of raw 
materials, components, etc. 
accounted for nearly half the 
total expenditure followed by 
'excise duty and ccss’ (about 12 
per cent) and 'salaries, wages 
and bonus’(about 11 percent). 

Gross profits of the selected 
companies rose by 16.9 per 
cent from Rs 266 crores in 

1969- 70 to Rs 311 crores in 

1970- 71. In spile of an in¬ 
crease of 10.9 per cent in inte¬ 


rest payments from Rs 49 
crores to Rs 54 crores in 1970- 
71, pre-tax profits registered a 
rise of Rs 40 crores from Rs 
217 crores to Rs 257 crores in 
1970-71. Tax provision ab¬ 
sorbed 48.3 per cent of pre-tax 
profits in 1970-71 as against 
49.8 per cent in 1969-70 re¬ 
sulting in an increase of Rs 23 
crores in profits aftertax from 
Rs 110 crores in 1969-70 to 
Rs 133 crores in 1970-71. 
About half of the increase 
in profits after tax was 
distributed to shareholders 
raising the dividends from 
Rs 63 crores jn 1969-70 to 
Rs73croresin 1970-71. Conse¬ 
quently, profits retained in 
business increased to Rs 59 
crores in 1970-71 from Rs 47 
crores in the previous year. 
All the main industry groups 


contributed to the overall rise 
in gross profits. “Trading* re¬ 
corded the maximum rise of 
34 per cent. The group ‘pro¬ 
cessing and manufacture*, 
showed a rise of 16.9 per cent 
in gross profits in 1970-71, but 
among its sub-groups ‘foundries 
and engineering workshops’ 
recorded a rise of 82.6 per cent 
followed by ‘mineral oils’ (42.1 
percent), 'electrical machinery’ 
(30.2 per cent) and ‘basic in¬ 
dustrial chemicals’ (29.9 per 
cent), while, ‘medicines and 
pliarmaccuticals’ and ‘others* 
showed a marginal decline. 
In spite of an increase in 
tax provision and dividend 
distribution the companies in 
■agriculture and allied activi¬ 
ties’ and ‘other industries’ 
could retain in business 44.4 
per cent and 22.6 per cent of 


Table II 

Profitability Ratios of 492 Selected Foreign Controlled Rupee Companies, 1969-70 and 1970-71 


Group of companies 

Gross profits as 
percentage of 
of sales 

Gross profits as 
percentage of 
total capital 
employed 

profits after 
tax as per¬ 
centage of 
net worth 

Dividends as 
percentage 
of paid 
up capital 

Dwicfends as 
percentage of 
net worth 



1969-70 

1970-71 

1969-70 

1970-71 

1969-70 

1970-71 

1969-70 

1970-71 

1969-70 

(970-71 

* 411 companies 

Companies classified under: 

11.8 

12.1 

13.3 

14.5 

12.9 

14.4 

11.8 

13.3 

7.4 

7.9 

(i) 

Agriculture and allied activities 

7.2 

7.4 

17.2 

17.3 

13.4 

16.3 

15.3 

17.2 

8.6 

9.1 

•ii) 

Processing and manufacture 

12.4 

12.6* 

13.9 

15.0 

13.3 

14.7 

11.5 

13.2 

7.2 

7.9 


1. Aluminium 

20.0 

19.6 

12.2 

14.3 

18.7 

21.4 

11.6 

12.2 

5.6 

5.0 


2. Transport equipment 

11.9 

11.9 

12.3 

11.9 

11.7 

10.3 

8.6 

9.2 

5.6 

5.6 


3. Electrical machinery 

4. Machinery (other than lians- 

11.1 

12.3 

12.6 

14.2 

12.0 

15.5 

10.0 

12.1 

5.5 

7.2 


port and electrical) 

5. Foundries and engineering 
workshops and ferrous/non- 

13.0 

13.7 

10.9 

11.1 

13.6 

13.7 

5.9 

7.2 

4.6 

5.2 

* 

ferrous metal products 

10.2 

14.4 

11.0 

17.9 

10.2 

16.0 

6.8 

10.3 

4.3 

5.9 


6. Basic industrial chemicals 

7. Medicines and pharmaceutical 

14.6 

15.2 

9.1 

11.5 

8.7 

13.4 

6.2 

6.6 

5.3 

5.2 


preparations 

22.0 

19.1 

28.8 

24.7 

21.3 

17.9 

19.4 

17.8 

10.3 

8.7 


8, Other chemical products 

7.9 

6.9 

16.4 

14.1 

12.5 

11.6 

11.2 

11.6 

8.0 

8.0 

* 

9. Mineral oils 

10. Processing and manufacture— 

37.8 

37.5 

15.3 

21.5 

11.4 

17.6 

33.9 

42.8 

17.7 

23.3 


Others 

9.2 

8.3 

16.4 

15.5 

14.1 

12.2 

13.3 

15.8 

7.5 

8.8 

iiil) 

Trading 

3.1 

3.8 

6.5 

8.1 

2.7 

6.5 

12.9 

10.7 

8.3 

6.8 

(iv) Other industries 

Companies with controlling interest in: 

19.1 

19.9 

9.7 

11.3 

10.4 

11.8 

14.3 

19.3 

9.5 

9. 1 

d) 

UK 

9.8 

10.1 

12.3 

13.6 

11.1 

12.2 

11.8 

12.3 

7.6 

7.7 

(i>) 

USA 

17.8 

18.4 

15.3 

17.3 

16.7 

19.8 

13.6 

19.5 

7.7 

10.6 

<iiO 

West Germany 

13.9 

14.1 

11.6 

13.5 

12.0 

14.7 

5.3 

6.0 

4.1 

4.2 

(iv) 

Switzerland 

10.0 

9.5 

14.7 

12.9 

12.4 

12.1 

10.8 

11.6 

5.2 

5.2 

(v) 

Other countries 

15.5 

15.1 

14.5 

15.2 

16.0 

16.0 

12.6 

12.3 

7.9 

7.4 
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P profits after tax in 1970-7! ccm- 
l pared with 36.2 per efent and 

3 8.7 per cent, respectively, in 
t J969-70.‘Processing and manu- 
s factured’ group recorded only 
c a fractional increase in the 
f ratio of profits retained as per- 
( ccntagc of profits after tax. 
r In the case of ‘trading’ group 
$ the companies had to dip into 
i their reserves for dividend pay- 
I mcnls in 1970-71 also, though 

4 to a much lesser extent than in 
v 1969-70. Country-wise, growth 

< rates in gross profits as well as 
X profits before tax were fairly 
T high in all the country groups, 
t except Switzerland, the highest 
i rates' being recorded by West 
i Germany at 29.3 per cent foi 
4 gross profits and 37.1 per cent 

< for profits before tax. Gross 
profits and profits before tax 
of companies controlled bv 

’ Switzerland declined nominally. 
• The companies in all the selec¬ 
ted country groups retained 
more profits in the business 
even after disbursing higher 
dividend jn 1970*71. 

All profitability ratios of the 
selected companies showed 
improvement jn 1970-71 
(Table II). Profit margin on 
sales increased from 11 8 per 


cent to 12.1 percent. The return 
on total capital employed and 
the return on rtiarc holders’ 
equity were at 14.5 per cent and 
14.4 per cent as against 13.3 
per cent and 12.9 per cent, res¬ 
pectively, in 1970-71. Industry- 
wise, the profitability ratio, 
in the case of ‘agriculture and 
allied activities’ ard ‘process¬ 
ing and manufacture’ improv¬ 
ed in 1970-71. In the ease of 
‘trading’ all profitability ra¬ 
tios showed improvement ex¬ 
cept the ratio of dividends as 
percentage of paid-up capital 
and of net worth, which she w- 
ed a dedirein 1970-71. Coun¬ 
try-wise, almost all ti e ratios 
improved except for Swiss 
controlled companies. 

The gross assets foi mat ion 
of the selected companies 
amounted to Rs 228 ernes in 
1970-71. Tie gicss fixed 
assets foimutkn, of which 
more than 90 per cent was in 
the foim of additions to plant 
and machirciy, amounted to 
Rs 95 crorcs ard constituted 
41.6 per cent of the total assets 
formation. inventory accu¬ 
mulation at Rs 85 crores ac¬ 
counted for 37.3 per cent of 
gross assets formation followed 


by Moan a and advances and 
other debtor balarces’ at Rs 
46 crorcs accounting for 20.1 
percent. Internal sources cont¬ 
ributed Rs 163 crores or 71.2 
per cent of the total funds. 
Provisions, of which, deprecia¬ 
tion provision accounted for 
82.2 per cent, contributed Rs 
98 crores or 60.4 per cent of the 
total internal sources. ‘Trade 
dues and other cuirent liabili¬ 
ties’ at Rs 36 ctores was the 
major external source of finance 
contributing 54.6 per cent of 
the total external sources follo¬ 
wed by ‘borrowings’ (main¬ 
ly from banks) contributing Rs 
23 crorcs or 35.4 per cent. 

The total assets of the 492 
selected companies rose by Rs 
148 crores from Rs 1997 crores 
in 1969-70 to Rs 2145 crores in 
1970-71. The pattern of assets 
and liabilities was broadly 
similar in both the years, the 
share of net fixed assets, in¬ 
ventories and ‘loans and ad¬ 
vances and other debtor ba¬ 
lances’ being arcurd 40 per 
cent, 32 per cent and 22 per 
cent, respectively. On the lia¬ 
bilities side, the proportion of 
share capital and borrowings 
declined from 26.6 per cent 


and 33.6 per cent, respectively, 
in 1969-70 to 25.8 per cent end 
32.4 per cent, respectively, in 
1970-71. ‘Reserves and sur¬ 
plus’ and ‘trade dues and other 
current liabilities’ stood around 
17 per cent and 19 per centh 
respectively, in both the years. 

Data on profitability ratios 
and rates of assets formation 
pertaining to foreign controlled 
rupee companies and Indian 
controlled rupee companies (in¬ 
cluded in the studies on 1501 
public limited and 701 pri¬ 
vate limited companies) are 
presented in Tables 1 and III 
respectively. AH the pro¬ 
fitability ratios for foreign corit- 
rolled rupee companies and for 
Indian controlled rupee com¬ 
panies, excepting the return on 
‘shareholder?’ equity’ in the 
case of Indian controlled rupee 
companies, recorded moderate 
increases in the year 1970-71. 
The level of profitability ratios 
was substantially higher in the 
case of foreign controlled 
rupee companies. The rates 
of gross assets formation 
and gross capital formation 
were also higher in the case 
of foreign controlled rupee 
companies. 


Tabu: ill 

Rates of Growth. 1970-71 


(Per cent per annum) 



Gross 

Net 

Inven¬ 

Gross 

Net 

Gross 

Total 


fixed 

fixed 

tory 

capital 

capital 

total 

assets 

Group of companies 

assets 

assets 

accumu¬ 

forma¬ 

forma¬ 

assets 



forma¬ 

forma¬ 

lation 

tion 

tion 




tion 

tion 






1, 492 Foreign controlled rupee companies 

7.3 

1.7 

14.4 

9.5 

7 0 

9.3 

7.4 

2. 1923 Indian controlled public and private limited 








companies 

6.6 

2.9 

13.5 

8.6 

10.8 

8.9 

8.3 

3. 1501 Public limited companies of which: 

6.8 

2.7 

13.3 

8.7 

7.3 

8.8 

7.8 

(i) 219 Foicign controlled rupee companies 

7.9 

2.9 

14.2 

9.9 

7.8 

9.2 

7.5 

(ii) 1282 Indian controlled rupee companies 

6.5 

2.8 

13.0 

8.4 

7.2 

8.7 

7.9 

4. 701 Private limited companies of which: 

6.9 

3.4 

17.5 

11.2 

11.4 

10.0 

9.8 

(i) 60 Foreign controlled rupee companies 

3.9 

—0.4 

16.8 

9.1 

8.9 

4.9 

3.9 

(ii) 641 Indian controlled rupee companies 

7.7 * 

4.5 

17.8 

11.8 

12.1 

11.3 

11.4 
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RAnilhli/v fl a w As a significant, even if recurring, 

fivpilftlllv W**]r historic occasion, the Republic Day is 

If'll’t’f'C ex PCcted to set the tone for the nation’s 

lit IvUyi 119 aspirations for the-year ahead. This time, 

however, this anniversary ought to remind 
rather of the nation’s wasted years since India was declared an independent and 
•vereign Republic of its people some twenty-four years ago. The government of 
! the day had no doubt striven all this time to have the basic meaningftilness of this anni¬ 
versary crowded out of the people’s consciousness by parades, pageants or similar cir- 
cuses. In this they had not been without success for, quite often, when the day’s show 
was over, there were lots and lots of people who would be talking only of the show. 
Even so the Republic Day has not failed entirely in keeping bbforc our countrymen the 
popposes which alone could impart true meaning to the freedom struggle culminating 
in the great Happening of Aftgust 15,1947. 

This year of all years it is these purposes rather than those circuses which ought 
to be the preoccupation of our nation. Fortunately the circuses themselves arc to be 
far less elaborate. This is clearly appropriate in the circumstances of a country, which 
is presently plagued with shortages and high prices of essential goods and battered by 
the economic stress and social tensions which this dreadful combination of material 
pressures must necessarily generate. Having failed to give the people bread after talking 
for twenty years about economic planning, the powers that be have at last been made to 
feqi diffident about trying to continue to bemuse the people with mere circuses. Even 
if oil from the Persian Gulf had remained plentiful and inexpensive, the Indian govern¬ 
ment today might have felt that it would be tempting Providence, so to speak, to stage 
elaborate displays of rolling tanks down Vijay Chowk or screaming jets across the skies 
over Raj Path. 

For the mood of the Indian people has indeed changed dangerously in the few 
weeks which bad concluded the old year and ushered in the new. Even whoa due allow¬ 
ance is made for the agitational tactics of opposition parties, the fact remains that the 
public at large has lost its respect for its rulers and is fast losing completely its 
patience with their ways or waywardness. The prime minister has ceased to be 
the adored idol for a blindly believing electorate. This, of course, is not a bad 
development at all. But what is definitely bad not merely for her but, more 
important stiil, for the country itself is that the people seem to be losing faith in 
the democratic form of government and its parliamentary institutions. Thus, 
when they deny a hearing to the prime minister and indeed make it impossible for 
her to address them at public meetings, they are expressing not so much some 
wild fury as their calculated despair over the irrelevance to their consuming problems 
of the kind of political activity in the country which she more than anyone also 
has come to represent or embody. 

f Not surprisingly, then, but strictly naturally, she is being driven increasingly to rely 
on further refinements of manipulative politics to keep herself or her party in power, 
In the process she may not even be able to ponder dispassionately whether the manner 
in which the ruling party seems determined to manage the impending elections, parti¬ 
cularly in Uttar Pradesh, may not push the current confrontation between the people’s 
problems and her own policies to the point of ultimate decision. That decision need not 
nlcessarily be in her favour even if her party were to obtain a majority in the legislative 
assembly of her home state. Her success at this election, if it occurs, may only confirm 
the public in its feeling Or (bar that the legitimate organs of parliamentary democracy 
have been finally rendered impotent through a series of exercises in the artful manage¬ 
ment of the electorate. If, on the other hand, her party were to suffer serious discom¬ 
fiture, which is by no means unlikely, the prime minister will surely have been served 
notice that, between this February and the next general election for the Lok Sabha, she 
will have to persuade the people through her performance that the public interest rather 
, than the perpetuation of herself in power has at last become the prior purpose of her 
||conomic policies. For her as for % country the moment of truth may arrive much 
earlier than the next Republic Day. 
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Price revision 
in aluminium 

Opinions may differ on whether the 7.5 
per cent raise in the controlled price of 
aluminium metal and some of its products 
(alt the aluminium products are not sub¬ 
ject to price control) which is understood 
to have been suggested by the Bureau of 
Industrial Costs and Prices (BICP), will 
meet the requirements of aluminium pro4 
ducers. But BICP's endorsement of the 
Wanchoo Committee's recommendation 
that this industry, being power-intensive, 
should be provided a reasonable protec¬ 
tion against increase in electricity rates 
will .be widely welcomed. The bureau has 
stressed — * and rightly so - the evolving 
of an effective mechanism for settling 
power tariff disputes between aluminium 
manufacturers and sjate electricity boards. 

There can be no denying the fact that the 
aluminium industry lias suffered a great 
deal in the recent past due to inadequacy 
of power supplies as well as demands 
by state electricity boards for stepping up 
of electricity rates. The Hindustan Alu¬ 
minium Corporation (Hindalco), for 
instance, has not been able to commission 
as yet 15,000 tonnes new capacity which 
it had completed in August, 1972, as the 
UP State Electricity Board has not made 
available the 35 MW of power required 
town this capacity, even though this supp¬ 
ly had been committed by the board. The 
corporation has found it impossible to 
agree to the tariff asked by the board for 
not only it will put it at a great disadvan¬ 
tage vis-a-vis its competitors but also it 
will be uneconomical for producing alumi- 
mium under the present situation of price 
control. Hindalco as well could not utilise 
fully in 1973 its already commissioned 
80,000 capacity due to power shortage; 
the loss in production on this count is esti¬ 
mated to be as much as 15,000 tonnes. 
Indian Aluminium (Indal) and the Mad¬ 
ras Aluminium Company (Malco) have 
fared no better, even though in Mulco's 
case as well as in that of the fourth private 
sector manufacturer the Aluminium 
Corporation of India (Alucoin), labour 
trouble also contributed to fall in output. 
Nearly 10,000 tonnes production is said 
to have been lost in 1973 due to power 
cuts affecting India's Belgnum smeller. 

Not to speak bf the delay in the com¬ 
missioning of the smelter of Bharat Alu- 
mium Company (Balco)—the public sec¬ 
tor concern in aluminium industry-had 
adequate power been available to the four 
private sector undertakings, the estimated 
gap of about 50,000 tonnes between the 
domestic output and requirements in 1973 


would have been almost bridged — in 
aluminium industry production can even 
exceed the rated capacity. The country 
would, indeed, have been in a very com¬ 
fortable position in regard to the supply 
x>f atuminiqm had power been available 
for cormi^iimwe 15,000 tonnes capa¬ 
city whicirnad ffceh completed by Hin¬ 
dalco in August, 1972. Balco’s alumina 
could have been converted into metal by 
Hindalco or Indal till the smelter of the for¬ 
mer was commissioned. The accumulation 
of alumina stocks with Balco has led to sus¬ 
pension of its productiqp. 

Power shortage between October, 1972, 
and May-June last year, of course, could 
not be totally avoided due to the severe 
drought in 1972, which drastically 
brought down the generation of hydel 
power the primary source of electricity 
for smelting of aluminium. But its re- 
gours surely could have been mitigated 
a great deal had the importance of the 
aluminium industry been correctly ap¬ 
preciated. The unrealistic approach to the 
problems of the industry should be evident 
from the fact that the UP Stale Electri¬ 
city Board charged as high a tariff as 
15.25 paisc a unit when it was required to 
supply power to Hindalco on an ad hoc 
basis because of the annual overhaul of 
the company's captive power station and 
also when this power station had to suffer 
an unforeseen shutdown. Power accounts 
for nearly 30 per cent of the cost of alu¬ 
minium manufacture. The tariff of 15.25 
paise a unit of electricity alone would ac¬ 
count for as much as Rs 3,500 per tonne 
of metal cost in a controlled sale price 


(excluding excise duty) of Rs 3,970 a 
tonne. r 

v 1 ■ ’ 1 1 

* The above state of affairs ^obviously 
pannot be allowed to continue for long 
in the national interest which warrants 
stepping up of the production of alurai-* 
nium *— the only non-ferrous metal 
which we can think of self-sufficiency 
or even marginal surpluses on a continuing 
basis. If the foreign exchange outgo 
on the import of other non-ferrous metals 
is to be contained owing to the difficulties 
being encountered on the balance of pay¬ 
ments front, particularly after the recent 
sharp increase in oil prides* the alumtai- 
um industry^has to be nourished, for it 
can substitute a good deal of the demand 
for copper, zinc and lead. 

The aluminium industry cun function 
economically only if its power costs are 
contained within reasonable limits. The 
world over electricity is supplied to this 
industry at about two paisc per unit. 
Even in our country, not only the original 
contracts with the private sector manu¬ 
facturers were more or less on this basis 
but also the contract of Balco takes cogni¬ 
zance of his fact. The clamour for in¬ 
discriminate raising of power tariff for 
aluminium manufacture should not be 
allowed to put the industry in jeopardy. 

With a view to placating the state elect¬ 
ricity boards, a proposal is understood to 
have emanated from the central govern¬ 
ment that part of the proceeds from fee 
heavy excise duly on aluminium should 
be shared with the concerned electriticty 
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The increase in notes issued in 1943 was Rs 
258.63 crores against Rs 234.65 croros in 1942 and 
in notes in circulation Rs 261.56 crors against Rs 
2*5.80 crores. Thus there has been more than a 
doubling of the note issue in the last two years. 
Since the beginning of the war, the increase in the 
note issue is over five times. After the severely 
oontractionist policy of the pre-war years the addi¬ 
tions to the note issue proved to be very helpful 
in the canter stages. In fact, in 1942, there was 
no large talk of inflation and prices were under 
control. It was only in 1943 that there was great 
confusion and there was an acute scarcity of all 
goods. With the larger war orders and the greater 
demand from the Indian public prices for a smaller 
supply of goods were naturally higher. There js 
no sign as yet of an early stop to the expansion in 


the note issue. Since the beginning of the New 
Yeai we have had two more weeks in which there 
has been currency expansion. The increase in the 
note issue in 1942 and 1943 took place even with 
the repatriation of sterling obligations for overRs 
300 crores. 

At the prefent moment our sterling assets 
are nearly Rs 875 crores. The net receipts 
in 1943 were Rs 375 crores. It was in this year that 
the 3*1/2 per cent, sterling paper was repatriated 
and the scheme for the capitalization of railway 
annuities announced. The announcement was 
also made regarding the purchase of railway de¬ 
bentures and some railways. At the present mo¬ 
ment, the B.N. Railway is the only railway that 
has not been given any notice regarding the termi¬ 
nation of the contract 
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boards to compensate them for their in* 
creased costs of generation. This iindeed, 
can be a good temporary solution for if 
the sharing of the proceeds from excise 
prompts electricity boards to supply 
ate power to aluminium producers so 
enable them to work to mil capacity, 
ihVaccrual of the revenue to the centre, 
which has been reduced owing to shortfall 
in production, would not be further ad¬ 
versely affected. 

A lasting solution to the problem, how¬ 
ever, can be found only if a realistic 
relationship is established between the 
co<|*f electricity and other inputs, on 
the one hand, and the sale priqe of the pri¬ 
mary metal, on the other. In apprecia¬ 
tion of this fact, the BICP is said to have 
suggested that as an alternative to the 
evolving of an effective mechanism 
for settling power tariff disputes between 
state electricity boards and aluminium com¬ 
panies, the latter should be permitted to 
negotiate power rates with stale electricity 
boards and the impact of these negotia¬ 
tion# should be fully reflected in the prices 
of the metal. This alternative, however, 
can only be a poor substitute for a natio¬ 
nal policy on power supply to the alu¬ 
minium industry, because the past history 
shows that the changes in the political 
sgf-ups at the slate level can inject many 
complications into the negotiated settle¬ 
ments. Moreover, the productivity of the 
various state electricity boards is not uni- 
fotra. Bilateral negotiations with them, 
therefore, arc bound to complicate mat¬ 
ters. 

So far as the increase in the controlled 
price of aluminium and some of its pro¬ 
ducts is concerned, the BICP, in its calcu¬ 
lations, seems to have tried to keep the 
cost escalation to the lowest by taking full 
account of the efforts of the industry at 
inventory control and raising of producti- 
least some benefit of efforts should 
nave been allowed to the industry. Flu¬ 
tter, in the case of Hiodalco, no con- 
sic fration is understood to have been given 
to the investmnt made in raising the ca¬ 
pacity from 80,000 tonnes to 95,000 ton¬ 
nes on the ground that the additional ca¬ 
pacity has not been commissioned as yet. 
Depreciation on this additional invest¬ 
ment, it is learnt, has not been provided 
the revised controlled price. Indal 
might as well face a similar situation in the 
near future. In the case of Indal, some 
“disputed” payments for electricity, whose 
impact on costs is said to be no less than 
Rs 50 per tonne, have also not been pro¬ 
vided for. 

The BICP, however, has done well in 
recognising that the contingency margin of 
jfe«[per cent in the cost of aluminium ma- 
icturc should be kept intact in view of 
rie uncertain electricity supply positibn. 


even thoughjduring 1971 and 1972 it was 
not utilised fully, or even partially by stfme 
companies. In the interest of helping 
the aluminium companies to generate in¬ 
ternal resources fot future development, 
the rate of return on capital yfrDlpyed, it 
has been suggested, should be relied from 
12 to 15 per cent. 1 he benefit accruing to 
the companies from this, however, has 
been sought to be limited by changing the 
computation of capital employed. Hither¬ 
to, capital employed was being calculated 
on the basis of six months* requirements, 
excluding depreciation. The BICP is un¬ 
derstood to have now suggested that 15 
per cent return in future should be allow¬ 
ed on capital employed equivalent to 4.5 
months’ requirements, excluding depre¬ 
ciation. It is felt by the BICP that even a 
higher rate of return seems justified for 
the growth of capital in the industry. In 
view of the mounting costs of replacement 
of machinery and equipment as well as to 
encourage the generation of resources for 
future growth ami development, the go¬ 
vernment will do well to revise its norms of 
return in the entire industrial sector. The 
pressures this will inject into the price 
level in the short-run can be taken care of 
by various other measures. The need of 

Power shortage 
in southern 
states 

The failure to implement power gene¬ 
ration schemes in the southern region oil 
a perspective basis threatens to hold up 
progress of the economies of the four 
states in the fifth and sixth Plan periods. 
Somehow, until recently there was a feel¬ 
ing that the southern region had a sur¬ 
plus of hydcl and thermal power and 
that fresh outlay on new hydcl projects 
particularly could be conveniently post¬ 
poned. The large unutilised capacity 
of the Sharavathy project in the early 
years of the fourth Plan and the persis¬ 
tent surplus in Kerala were used as ar¬ 
guments against the creation of additional 
capacity in a big way in Tamil Nadu and 
Andhra Pradesh. It was also pointed 
out that large blocks of power would 
be available from the nuclear power 
station at Kalpakkam. This project was 
originally scheduled to be completed by 
1974. 

There was some justification for say¬ 
ing that it was not imperative to spend 
large amounts on the creation of addi¬ 
tional generating capacity when it was 
more important to bestow greater atten¬ 
tion on the transmission and distribu¬ 


te hour is to raise production expediti¬ 
ously. This aim can t* achieved only by 
expanding the present installed capacities 
to the optimum levels. 

The present appears to be the ipost 
opportune time lor rationalising the cost 
structure of the aluminium industry and 
drawing up a national power supply po¬ 
licy for it. The imported metal currently 
is costing nearly R«j 10,000 per tonne. 
The price of the metal, therefore, is bound 
go up in the open market. Instead 
of allowing the middlemen to make undue 
profits, the producers can be allowed sonic 
margin and the controlled price can be 
adjusted to accommodate at least to some 
extent the viewpoint of the suppliers of 
electricity. 

The increase in the controlled price of 
aluminium can be contained to no small 
extent if the producers of primary metal 
are allowed to fabricate products to an 
increased extent than at present. Making 
(hem supply primary metal at controlled 
rates to fabricators on whose products 
there is no price control, indeed, is not a 
judicious policy, especially when there is 
a shortage of the metal in the country. 


tion of power from new sources. The 
Idikki Project in Kerala was also due for 
completion in 1971. The whole picture 
has, however, changed in the past few 
yesrs. The capacity of the Sharavathy 
Project is now being fully used and even 
with all the eight sets in operation, 
there is not enough power for meeting 
the industrial and agricultural needs of 
Karnataka. Actually, because of the 
failure of the last south-west monsoon, 
for the second season in succession, a 
cut of 20 per cent in the consumption of 
energy has had to be imposed. The new 
industrial units coming up in the region 
me worried about securing adequate 
supplies of electricity as the installation 
of the 9lli and 10th sets of the Shara¬ 
vathy Project will not be adding to the 
firm power availability, as they will be 
helpful only for peaking purposes. The 
storage in the hydcl reservoir will re- 
main unchanged jinti I the proposal for 
augmenting its capacity is implemented. 
Even with the completion of the Shara¬ 
vathy project stage 1, the installed gene¬ 
rating capacity in the whole of Karna¬ 
taka is only around 1,000 MW. 

In Tamil Nadu, the installed capacity 
is impressive at 2,171 MW, including 
600 MW of the Neyveli thermal station. 
The difficulties of this state, where a cut 
of 15 per cent is in force, are partly due 
to the inability of Neyveli to utilise it> 
capacity because of inadequate supplies 
of lignite. The Ennorc thermal station 
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also, having a capacity of 340 MW, has sionad in 1975, will have to be exported, ting capacity to 9,250 MW it is expect* 
not been using its facility fully because The first stage can be easily completed ed that there would be a gap of 1000 MW. 
of the difficulties relating to the cooling by the end of 197$ and the second stage 

water system and supplies of coal. The also will have to be finished without de- It is also necessary to remember that 

fire accident sometime back has also lay as the extra 390 MW capacity avail- many projects will take full shape ofefy. 
disabled one 110 MW unit. It nay. able thereby would be of great strategic by the end of the fifth Plan period arj, 
therefore, be stated that the state elcC- value. the fir?t three years (1974-77) may witness 

tricity board is being denied the elTec- serious shortage unless the Idikki project 

tivc use of the existing capacity of The balance-sheet for the whole re- is completed expeditiously and the pro- 
about 350 MW. With the arrangements gion is likely to be uncomfortable during posal for augmenting capacity of Shara* 
now being made for converting two t he fifth Plan period even taking into vathy project is taken up immediately. It is 
boilers in Neyvcli to oil firing and for account the possibility of the second needless to say that the rehabilitation of 
raising lignite output to six million stage of the Idikki project being comple- the Neyvcli lignite mines will have to be 
tonnes annnally, the Ncyveli thermal ted without delay and satisfactory func- accorded the highest priority, whilMhe 
station will be in a position in the next tioning of the Neyveli and Ennore ther- possibility of adding further tothecopa- 
two or three years to make the fullest mu! stations producing another 350 MW city of the Ennor station should be ex¬ 
use of its capacity. The Ennore thermal of power. On the basis of the schemes plored. In the present context, expansion 
station too will be adding to its capacity included the fifth Plan, Karnataka will schemes rather than entirely new projects 
by another 110 MW when the fifth unit be creating additional capacity to the will yield better results. It, therefore, will 
is completed in 1975. extent of 965 MW (with Kalinadhj mak- be worthwhile to take on hand im« 

ing a contribution of 910 MW), Andhra mediately work on the fifth siage of the 

Thereafter, however, there is no pros- Pradesh 880 MW Tamil Nadu 825 MW Kothagudam project in Andhra Pradesh, 
pcctof any additional capacity coming and Kerala 400 MW Thc io ur states Looking further ahead, the second mine 
into being in the fifth Plan period as will, thus, be adding 3,070 MW capacity, cut at Ncyveli and the Hogcnckal projec^ 
the Kalpakkam nuclear station may not If Kalpakkam’* share of 400 MW and the ontheCauvery occupy strategic places in 
he ready before 1978 owing to the cmer- improved availability of 3M) MW from the power map of the region. Unless these 
ccnce of'fresh complications The Tuti- Neyveli and Ennor are taken into account, two can provide additionally 2000 MW 
corin thermal project has of course, the total capacity newly available may capacity and the remaining hydel poten- 
bcen cleared and it is now proposed that be 3820 MW. This is certainly an impres- tint of Kerala and Karnataka is fully ex- 
this Plant should have an initial capacity sive addition. But the needs will be far ploited, power shortage may assume 
of '400 MW. Even if high priority is greater as even with a doubling of genera- serious proportions in the early eighties, 
accorded to this project and construction 
work is expeditiously completed, the 
first unit may not be ready before 1977- 
78, Yet, it has been assumed that large 
quantities of power will be available from 
Kalpakkam and Tutieorin and the state 
electricity board alone will be imple¬ 
menting new schemes with an aggregate 
capacity of 825 MW. On this basis, it 
is estimated that there will be a gap bet¬ 
ween demand and availability of electri¬ 
city to the extent of 1300 MW by 1978-79. 

In Andhra Pradesh, the existing in¬ 
stalled capacity is only 858 MW. There 
is some advantage in having a high pro¬ 
portion of thermal capacity. In the 
fifth Plan period, the Kothagudam stage 
IV will be accounting for 220 MW new 
capacity and the Upper Sileru scheme 
will be yielding another 120 MW capa¬ 
city, There is also a project lor having 
a new thermal station at Vijayawada 
with a capacity of 440 MW. The Nagar- 
junasagar pump storage scheme is to 
yield 100 MW. Even if all these schemes 
are fully implemented, there will only be 
a doubling of generating capacity when it 
is expected that tiim demand would 
have risen to 23CO MW by 1978-70. 

The Kerala stale is the only com¬ 
fortably placed producer of hydel power 
in the region. It is even now making 
available 300 million units to Tamil Nadu 
and nearly the whole of power generated 
by Idikki, when the first unit is commis- 
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Social security system 

' " in India 


SoaAL security stands for the security 
lhaTsociety provides through appropriate 
organisations against certain risks to which 
the members of the community are peren¬ 
nially exposed. Certain contingencies like 
sickness, maternity, invalidity, accident* 
unemployment, old age etc. are unfore¬ 
seen and it may not he possible for the 
common citizen to provide for such contin¬ 
gencies effectively. A welfare stale, while 
i assuming the role of a moral and econo¬ 
mic^ guardian of the society, should come 
forward to provide for such contingencies 
through appropriate organisations. How¬ 
ever, the success of a social security sys¬ 
tem depends on the universality of cover¬ 
age and adequacy of protection. 

first step 

The first step in the area of social secu¬ 
rity in this country was taken when the 
Wfokmcn’s Compensation Act was en¬ 
acted in 1928. The act makes specific pro¬ 
vision for payment by employers of com¬ 
pensation for employment injuries and 
occupational diseases. The significant 
social security enactments were, however, 
passed only after the attainment of Inde¬ 
pendence. These are: — 

(a) The Employees’ State Insurance 
Act, 1948; 

* (b) The Coal Mines Provident Fund 

and Bonus Scheme Act, 1948; 

% The Employees’ Provident Funds 
Act, 1952; 

(d) The Assam Tea Plantations Provi¬ 
dent Fund Scheme Act, 1956; 

(e) The Central Maternity Benefit 
Act, 1961 and state enactments on 

* * the subject, and 

(f) The Seamen’s Provident Fund 
Act* 1966. 

Over and above these enactments, de¬ 
partmental rules and regulations have been 
framed with a view to providing social 
security benefits to the public employees. 

The enactments relating to workmen’s 

ompensation and maternity benefit are 
on employer's liability. Under 


these enactments, employers are directly 
responsible for providing maternity bene¬ 
fit and are also liable to pay compensa¬ 
tion in case of injury on job. The Work¬ 
men’s Compensation Act, 1923, covers 
employments on railways, tramways, 
mines, plantations, docks, building cons¬ 
truction, trade, lire service and a large 
number of other sectors which are not co¬ 
vered by the ESI Act. The Workmen’s 
Compensation Act provides for compen¬ 
sation for accidents arising out of and in 
the course of employment. The Act covers 
such workers as are employed in one of the 
specified employments and whose wages 
do not exceed Rs 50() per mouth. The 
Workmen’s Compensation Act is appli¬ 
cable to 32 employments and 22 occupa¬ 
tional diseases. The amount of compen¬ 
sation in the event of death ranges from 
Rs 1,000 in the case of persons in the 
lowest wage group (below Rs 10 per 
month) to Rs 10,000 in the case of those 
in the highest wage group (above Rs 400 
per month). For permanent total disable¬ 
ment the rate of compensation varies from 
Rs 1,400 to Rs 14,000. In the case of tem¬ 
porary disablement, half-monthly pay¬ 
ments arc made varying from Rs 5 to Rs 
87.50 for a period not exceeding five years. 

benefits to women 

Under the Maternity Benefit Act, the 
benefit is payable, in cash, to a woman 
worker in case of her confinement. A cen¬ 
tral Maternity Benefit Act was passed in 
1961 for securing uniformity in the matter 
of maternity benefits by levelling up the 
standard. The Act applied to factories, 
mines and plantations. The Act allows 
maternity leave for a period of 12 weeks 
with a cash benefit equal to the average 
daily wage, subject to a minimum of one 
rupee. The Act also provides for medical 
benefits. In the absence of free medical 
facilities by the employer, the Act pro¬ 
vides for a medical bonus of Rs 25. The 
states are gradually adopting the central 
Act. 

The Employees’ State Insurance Scheme* 
framed under the ESI Act, provides for 
cash as well as medical benefits in contin¬ 


gencies like sickness* maternity and dis¬ 
ablement due to employment injury. In 
the case of death due to employment, in¬ 
jury* cash benefits arc paid to dependents. 
Medical benefits are also allowed to the 
families of insured persons. Sickness 
benefit is payable at about 50 per cent of 
the average daily wage for a period of 56 
days. In the case of chronic diseases (like 
tuberculosis, leprosy, etc.) extended 
sickness benefit is paid for a period of 
309 days for certain diseases and lor 124 
days in case of certain other diseases, be¬ 
yond 56 days allowed for ordinary sick¬ 
ness. 

disablement compensation 

The rates of benefit for temporary 
disablement* permanent total disablement 
and in the case of death have recently 
been raised from 50 per cent to about 63 
per cent of the average wage. Under the 
Act, the maternity benefit rate is equiva¬ 
lent to the average daily wage of the wo¬ 
man worker. Funeral benefit not exceed¬ 
ing Rs 100 is also allowed on the death of 
an insured person. It is heartening to note 
that the coverage of workers under Em¬ 
ployees State Insurance Scheme has grown 
considerably (i.c. 38 times) in the last one 
decade, from a level of 120,000 employees 
in 1952 to 4,591,450 employees in 1972. 
But there seem to be certain inherent de¬ 
fects in the scheme. The officials are over¬ 
represented in the corporation while com¬ 
pared to the nominees of employers and 
employees -the former alone constitut¬ 
ing about 59 per cent of the total strength 
of members of the corporation. Since the 
scheme is mainly financed by the latter, 
it is reasonable that the number of em¬ 
ployees’ and employers* representatives 
in the corporation should be substantially 
stepped up in order to ensure their effec¬ 
tive participation in the scheme. 

Secondly, the Employees State Insurance 
Act at present covers manual as well as 
clerical, supervisory and technical per¬ 
sonnel whose remuneration does not ex¬ 
ceed Rs 500 per month. The wage-limit 
of Rs 500 is required to be extended up 
to Rs 1600 in view of rising trend in prices 
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and wages and also as a consequence of 
the growth of sophisticated industries chi-, 
ploying well-paid staff. 

The Coal Mines Provident Fund and 
Bonus Schemes, 1948, framed under the 
Act on tlie above subject provide for se¬ 
curity in old age. The scheme is based on 
equal contribution by the employer and 
employee but the employees have option 
to contribute more than the prescribed 
rate of 8 percent of their salary. Normally, 
the amount deducted in thes hape of 
provident fund contribution together with 
interest thereon is made available on re¬ 
tirement but the workers arc entitled to 
get non-rcfundablc advances for purchase 
of the shares of the consumers co-opera¬ 
tive societies as also for the construction 
of houses, purchase of plots of land, pay¬ 
ment of insurance premium, etc. A special 
Reserve Fund and a Death Relief Fund 
have been set up under the scheme to 
guarantee a prescribed minimum payment 
in the event of premature death of a 
subscriber. 

Another comprehensive Act on the sub¬ 
ject (i.e. the Employees Provident Fund 
Act, 1952) applies to all the factories em¬ 
ploying 20 or more persons and the rate 
of contribution by employer as well as 
employee lias been prescribed at 8 per 
cent of the total emoluments, in most of 
the eases. A Death Fund has also been 
created to ensure that the dependents of a 
subscriber get at least a minimum amount 
in case of premature death of a subscriber. 

growing subscribers 

It is interesting to note that the number 
of subscribers under the scheme has subs¬ 
tantially grown over the years from 12 
lakhs in 1952 to 57 lakhs in 1972. The 
number of industrial establishments co¬ 
vered under the scheme also went up, 
from 1,400 in 1952 to about 4,700 in 
1972. 

Recently, a case has been presented for 
the introduction of the unemployment in¬ 
surance scheme. It has been argued that 
unemployment benefit should be 
provided as long us persons are unemploy¬ 
ed and available for work. The consen¬ 
sus is in favour of providing cash assis¬ 
tance on the analogy of the system pre¬ 
vailing in the UK, France, Switzerland, 
Belgium and Ireland. While putting forth 
this argument, they do not take into cog¬ 
nizance the basic fact that in advanced 
economies, unemployment is frictional in 


character and of short duration which can 
be tackled adequately with unemploy¬ 
ment insurance scheme. In India, the 
problem of unemployment is linked to 
lower rate of capital formation, lower in¬ 
vestment and lower rate of economic 
growth which are inherent in an under¬ 
developed economy. The solution of the 
problem of unemployment, therefore, can 
be found in the general economic de¬ 
ployment of the country through labour 
intensive techniques. However, the possi¬ 
bility of the introduction of the unemploy¬ 
ment insurance scheme may be explored 
eventually with the general economic 
progress of the country and that too 
after developing a suitable organisation to 
handle this complicated problem. A 
cautious approach in this regard is 
needed. 

diverse schemes 

It may be seen from the foregoing analy¬ 
sis that there are diverse social security 
schemes in India, having no uniformity in 
concepts, coverage and definitions. There 
is, therefore, the necessity of evolving a 
comprehensive social security scheme by 
unifying the existing schemes through a 
single agenev which may provide for vari¬ 
ous types ol benefils (i.e. sickness benefit, 
maternity benefit, disablement benefit, 
retirement benefit, unemployment in¬ 
surance etc.). Before final merger takes 
place, all the schemes should have to pass 
through a transition period during which 
the executive head of the Employees’ State 
Insurance scheme should be represented on 
the Board of Trustee of Employees* Provi¬ 
dent Fund and Coal Mines Provident Fund 
and a similar chance may be given to the 
commissioners of the two funds. Thus, ad¬ 
ministrative activities at the top level in 
various organisations may be combined 
as fruitfully as possible thereby paving 
the way for the merger of these organisa¬ 
tions in due course. 

The final integration of these schemes 
will be in the interest of economy as well 
as efficiency. Employers will find it con¬ 
venient to deal with a single unified agency 
to whom they will submit a comprehensive 
return to be checked by a single set of 
inspecting officers appointed by the unified 
agency. This arrangement may curtail 
inspection cost considerably. Moreover, 
administrative expenses involved in main¬ 
taining three head offices, different audit 
and accounts office* and publicity offices 
may be reduced considerably if one uni- 
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Tied agency comes into being. 

Serious thought may be given to th t 
enactment of a single social security legis¬ 
lation for covering various contingencies 
such as sickness, maternity, retirement, 
invalidity, old age and death. At present, 
the wage-limit for exemption from pay¬ 
ment of contribution and the rate of con¬ 
tribution prescribed under various Acts 
differ. Immediately after setting up & 
single unified agency (to administer social 
security measures), it may be possible to 
prescribe a single contribution to finance 
all social security measures. Since there 
will be one agency to collect the contribu¬ 
tion from various parties, the cost of col¬ 
lection will be reduced. 

While prescribing the rate of contribu¬ 
tion, the unified agency should be guided 
by the following considerations:— k 

(a) The cost of the benefit of the social 
security measures should be shared 
equitably, as far as practicable, by 
all the parties. 

(b) The rate of contribution should be 
so that it may not cause hardship 
to the insured persons of lower 
income brackets, and 

(c) from the production angle, it should 
not freeze the incentive andjnitia- 
tive of the various parties. 

reasonable costs 

The unified agency proposed to be set 
up in due course (to administer social 
security measures) may also keep in view 
the fact that the total costs of social se¬ 
curity measures are within such limit which 
are not beyond the capacity of taxpayers 
and the beneficiaries of social security 
schemes It is further suggested that the 
contributors may be associated with the 
working of the unified agency (by re¬ 
presentation through their central organi¬ 
sations), to advise on administrative policy 
matters. 

Now a stage has reached when we can 
think in terms of the integration of the 
existing social security schemes for evolv¬ 
ing a system to be controlled by the uni¬ 
fied agency, by pooling all collections into 
a single fund and by disbursing benefits 
according to the needs. Through such an 
integration it may be possible to eliminate 
the duplicate staff, simplify the forms and 
regulations, remove inequality of treat¬ 
ment, bring administrative improvements 
and effect economy. 


EAST PIN ECONOMIST 


JANUARY 25, 1974 



Urban banks and 


B. Krishnarao 


The urban cooperative banks form only 
a small part of the banking system ope¬ 
rating in the country. The small size of 
the urban banks militates against their 
diversified growth and efficiency. The 
many economics derivable from large- 
scale operations, the diversification of 
risks over different areas, among 
different classes of borrowers and pur¬ 
poses of loans, and the segmentation of 
the markets as between the rural and 
urban areas can occur only to a limited 
extent among the urban banks. These 
economies arc realised to a larger extent 
by the commercial banking system, which 
has relatively larger areas to operate 
upon, larger clientele, and a more varied 
locale for their operations in the rural- 
urban complex of the country. The com¬ 
mercial banking system and the coopera¬ 
tive urban banks have to find their 
operations properly coordinated accord¬ 
ing to the requirements of the credit 
plans implemented in the country and m 
the context of the socialisation of the 
banking industry. 

RBI statutory powers 

Only towards the close of the third 
Plan, since 1965 in fact, such of the co¬ 
operative urban banks which had share 
I capital and reserves amounting to one lakh 
rupees and over came under the opera¬ 
tions of the Banking Regulation Act. The 
Reserve Bank of India was thus enabled 
to assume statutory powers of inspection 
over the banks. These powers could be 
exercised cither directly or through the 
ftate-ievel cooperative apex banks. When 
* the Reserve Bank of India is entrusted 
with the powers of supervision over the 
working or the winding up of the urban 
cooperative banks and also the 
supervision of the committees of manage¬ 
ment of these banks, the facilities of depo¬ 
sit insurance as at present organised can 
be extended to these banks. The laws 
enacted on cooperative institutions have 
so far kept the powers mentioned above 
in thehands of the registrars of 
^cooperative societies. 

The function of credit supply has been 


credit 

becoming more and more important in 
the developing countries. The beginnings 
of an agricultural revolution and an 
industrial lake-off, planned, designed 
and anticipated, placed an accent upon 
rational credit supplies in the economic 
system of these countries. The disorga¬ 
nised nature of the money markets of 
these countries is u> some extent responsi¬ 
ble for the restricted flow of credit either 
for working capital and for the building 
up durable capital assets. The credit 
flows follow a pattern of priorities of 
different productive sectors and the res¬ 
trictions that stem from high rates of 
interest and conservative criteria applied 
to assess the credit-worthiness of bor¬ 
rowers can be mitigated when rational 
credit planning is effectively enfoircd. 
The financing function derives fresh pers¬ 
pective in implementing growth-orient¬ 
ed policies for development involves 
institutional finance which has promo¬ 
tional objectives. 

The supply of credit to middle income 
groups had been an important facet of 
the working of cooperatives in the past. 
This had been a European ideal followed 
with good intentions by the cooperatives 
of many countries. A socialist economic 
structure brings about polarisation of 
classes and may involve the disintegration 
of the middle classes, whereas many 
forms of cooperative organisations seek 
to defend the interests of the middle and 
low income classes against economic dis¬ 
advantage. It is worthy of note that 
cooperative urban banks in India received 
very little of that special stimulus which 
came to be imparted by government to 
cooperatives in other spheres under plan¬ 
ning in the country. 

economies of scale 

In economies with low savings poten¬ 
tial the resource pool that cooperatives 
can form from the subscribed capital of 
the members and other funds from within 
the institution* is likely to be so small 
that deliberate policies for bolstering the 
financial position of the cooperatives are 
necessary. The Reserve Bank of India 


planning 

and the government aid the rural credit 
cooperative system with considerable 
financial support. But as the Banking 
Commission pointed out, the urban banks 
managed their business largely bused on 
their owned funds. Some of the urban 
banks are engaged in rural financing. 
This function is now taken up with consi¬ 
derable earnestness by the commercial 
banks in recent years. The urban hanks 
had been closely following the procedures 
and methods of the agricultural credit 
societies in dispensing credit to the rural 
areas. The Banking Commission has 
noted how the urban banks did not shed 
their rural business in different parts of 
the country. To require the banks to^do 
so appears to be hardly proper when the 
credit gaps in agriculture arc persistent. 
It is worthy of note that the Committee 
on Co-operation, 1969, in Tamil Nfadu dis¬ 
countenanced the attenuation of the rural 
credit business of the urban banks in that 
state. 

traditional view 

The traditional view of the urban 
banks is that they arc institutions which 
arc best suited to men of small means. 
In the middle of the forties the Coope¬ 
rative Planning Committee endorsed this 
view. The committee observed that the 
urban banks had been tending to spe¬ 
cialise in the issue of small loans. This may 
provide one reason as to why the urban 
banks Have remained financially small 
in size. The issue of small loans to men 
of small means limits the business of the 
banks in credit and may weight it in 
favour of consumption purposes when 
the price of the essential goods are caught 
up in an inflationary trend. Both because 
of the small si/c of the loans favoured 
by the urban banks and because of the 
ideological leanings of cooperation, the 
urban banks failed to meet the credit 
needs of the traders and the industrialists. 
While there had been an undue prepon¬ 
derance of consumption credit the urban 
hanks played for safety and their credit 
policies were largely based on the securi¬ 
ties offered by the borrowers. The banks 
thus drifted apart from the productive 


and the distributive sectors of the eco¬ 
nomy, The totality of the credit require¬ 
ments of the borrowers was hat ily 
examined; neither was the productive 
capacity of the borrowers utilised to give 
them a favourable credit rating. It is 
this traditional pattern in which changes 
are required when development policies 
are implemented in the country by means 
of credit planning techniques. 

geographical spread 

Considering the geographical spread 
of the urban banks it maybe remarked 
that they have shown concentration in 
the areas of Gujarat, Madhya Pradesh, 
Maharashtra, Mysore and Tamil Nadu. 
In West Bengal there had been recently 
a spurt in the organisation of the coope¬ 
rative urban banks. Expansion in the 
number of urban banks in the slate of 
Tamil Nadu lias nof been significant in 
the recent past. Out of the 1129 urban 
banks working in India bv June 1970, 
Tamil Nadu had 140 banks. There were 
sii urban banks in the Madras district. 
About 95 per cent of the urban banks 
were operating in other areas of Tamil 
Nadu. The degree of mctropolitanisa- 
tionisofa lesser order in these areas. 
In other states too such a tendency can 
perhaps be noticed. The rural-urban 
complex is a factor to be reckoned with 
in the analysis of urban banking. In the 
metropolitan areas the influence of the 
urban banks is of a small order only 
because of the relatively small size of their 
operations and the strong position that 
commercial banks seek to build up in 
such areas. In these areas the higher 
levels of the commercial banking struc¬ 
ture and of the cooperative banking 
system as well as the non-bunking finan¬ 
cial institutions seek to establish them¬ 
selves. This makes for very competitive 
conditions for the urban banks. 

The commercial banks and the non¬ 
banking financial institutions resort to the 
opening of branches in tlifferrnt city- 
spaces and also at the growing points in 
other related regions. The urban banks 
had been functioning like unit banks 
restricted to compact spaces and resort¬ 
ing to branch operations only in a few 
cases. The overlapping of the jurisdic¬ 
tion of different urban banks in various 
cities can also be noticed. Such over¬ 
lapping prevails for instance in the 
Madras district. The banks may be 
more favourably placed in realising cco- 
mics if they open branches and if the 
small banks are merged with the larger 


ones in those cases where their jurisdic¬ 
tion is overlapping. The leaders of the 
banking industry and top managerial 
skills do not find sufficiently attracted 
towards the urban banks which are con¬ 
fined to small areas of operation, offering 
relatively low emoluments to their per¬ 
sonnel, avoiding contact with industry, 
and aiming only at low profit. In the 
result the urban banks are placed in a 
position of disadvantage in many areas. 

As of June 1970 the urban banks in 
Tamil Nadu had assets worth only Rs21 
lakhs. The stale-level figures for assets 
among the urban banks would suffer an 
unfavourable comparison even with the 
individual commercial banks. 

wrong trend 

The credit business of the urban 
banks viewed from the standpoint of the 
purposes for which credit is hitherto 
sanctioned reveals a picture in which the 
needs of industrial production had been 
of little importance. The credit needs of 
production and distribution activities in 
the economy have been assigned so little 
importance in the urban cooperative 
banking sysrem that this trend needs to 
be corrected. The forms of security 
accepted by the commercial banks arc: 
food articles like paddy, rice, wheat, 
cereals, pulses, sugar, gur, vegetable oils; 
industrial raw material such as raw jute, 
oil seeds; plantation products, manufac¬ 
tured goods such as cotton textiles, 
jute textiles, mineral oils, chemicals, real 
estate, gold and silver; shares of joint 
stock companies; and fixed deposits. 
The commercial banks have been also 
making composite advances. The urban 
banks offer a strong contrast for their 
pattern of securities is very largely con¬ 
fined to real estate, gold and silver, and 
fixed deposits. It is worthy of note that 
private sector money-lending agencies 
too supply credit against real estate and 
precious metals. The rates of interest 
applied to the Joans may be high with 
these agencies, but they provide credit 
often more liberally against the value of 
the securities offered. 

Seasonal agricultural operations, crop 
marketing and agricultural processing are 
to some extent supported by the urban 
banks with credit supplies. The opera¬ 
tion of the urban banks in rural-urban 
complex explains this linkage with the 
agricultural sector. Seasonal agricultural 
operations and purchase of agricultural 
equipment arc two impflfftant purposes 
accounting for over 20 per cent of the 


volume of advances of the urban banks 
in Tamil Nadu. A little over 25 per cent of ; 
the volume of medium-term loans ifl‘ 
Tamil Nadu, such as are advanced by 
the urban banks, are directed to such 
purposes as purchase of pumpsets for 
irrigation, purchase of cattle, and minor 
improvements to land. These peculiari¬ 
ties which are noticeable in Tamil Nadu 
come into strong light when a comparison 
is made with Maharashtra where indiy 
trial purposes are more common arid 
where such purposes as are referred to 
above are handled by the agricultural 
credit societies and the land development 
banks. In view of the credit gaps in 
agriculture and the prevalence of non- 
institutiona! credit in the rural areas, it 
is difficult to argue that urban banks 
should give up their rural credit business; 
it may in fact turn out to be their un¬ 
doing if thev should aim at bolstering 
the agro-business with credit supplies. 
The banking system as a whole is deve¬ 
loping a new nexus with the rural areas 
and as such there appears to be no need 
to ensure that the urban banks cease 
their rural connections. 

business loans 

What would be stimulating to the 
progress of industrialisation, at the sam^ 
time diversifying the business and the 
utility of the urban banking system are 
loans for purposes of business and indus¬ 
try. The urban banks have to become 
active exploring the capital requirements 
of entrepreneurs, domestic small industry, 
the traders and the artisans. The public 
sector banks have been formulating in 
recent years many schemes for the bene¬ 
fit of small industry and entrepreneurs of 
limited means. These banks have a 
reputation; large resources, advice from 
experts and guidance from the Reserve 7 
Bank and the government. The urban 
banks could lay claim to these advantages 
only up to a very attenuated degree. In 
trying to give the advances policy of the 
urban bank a new complexion, the govern¬ 
ment, the Reserve Bank and the com¬ 
mercial banking system indeed have ttf 
lend a hand. Without sufficient atten¬ 
tion being paid to public relations, and 
to research and development the urban 
banks would indeed have a hard time. 

The Ramanujam Committee estimated 
that small scale industrial units or anicil- 
larics in the organised sector of industry 
are about two lakhs in number and that 
about a sixth of them supply their product 
to large industries and government de¬ 
partments. The State Bank of India has 
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recently assumed increased responsibility 
^Jar financing small-scale industrial units. 
*^rihe State Bank has an entrepreneur 
scheme, and, under the rural industrial 
projects scheme, the bank has been financ¬ 
ing small artisans and units of production. 
A consultancy bureau has been also set 
up by the State Bank of India* The com¬ 
mercial banking system has been coming 
forward to support industrial entrepre¬ 
neurs with credit supplies. It is however 
realistic to assume that a large number of 
small industries have been dependent up¬ 
on non-institutional sources for credit 
supply though it may be taken for granted 
that the government and the commercial 
banks have been assuming increased pro- 
minance recently among the institutional 
sources of supply. The experience of 
Kerala bears out this point. 

* The small industrial units are frequent¬ 
ly found as proprietary concerns or part¬ 
nership undertakings. A few public limited 
companies and private limited companies 
may also be found. Cooperative societies 
also arc organised for small-scale produc¬ 
tion. The small units are often engaged in 
textiles, rice milling, and other food pro¬ 
cessing industrial groups light engineering, 
metal products, automobile repair, elec¬ 
trical goods, plastics and similar lines. 
‘®The Madras district is fairly illustrative 
of these forms of organisation. 

a difficult problem 

The credit-worthiness of small borro¬ 
wers is a difficult problem to be gauged by 
the banks. The Banking Commission 
pointed out, on a consideration of the 
practical aspects of the matter, that banks 
should not insist upon the maintenance 
of proper books of account in such con¬ 
cerns. The personnel usually attend to 
diverse matters of business in such con¬ 
cerns and too little time or money might 
be devoted for maintenance of accounts. 
The banks should carefully gauge the end- 
uscs of credit. Lending policies should 
be functional emphasizing the purposes 
for which credit is actually needed. In 
^t he pursuit of this policy the advice and 
guidance of small industries service insti¬ 
tutes may be taken into consideration. 
The banks have to consider the savings 
potential of the borrowing classes along 
with their credit requirements and evolve 
patterns of lending policies. The Banking 
Commission has argued for the applica¬ 
tion of differential rates of interest on 
different types of borrowings and more 
. recent opinion veered to the view that the 
I smaller loans advanced for productive 


purposes may carry lower rates of in¬ 
terest. 

It is plausible to consider that the ur¬ 
ban banks aim at keeping down their 
costs of management, borrowings and 
overdue loans in a given period when 
they launch upon expanding new types of 
loans 'X*)» in addition to the ordinary 
loans (X x ). The recovery of loans during 
the period also needs to be considered in 
this process. The recoveries may be re¬ 
presented by (Xi). The costs or manage¬ 
ment, borrowings and overdue loans may 
be represented respectively by Y,, Y t , and 
Y(. Let a matrix A indicate the inter¬ 
relationships between the X’s and the Y's 
so that we form a system: 

(1) Y ** A X where X - (X x X, X,), 

Y » (Y, Y g Y,), and A is of order 3x3. 

If we let another matrix B show the inter¬ 
relationships between the X’s and require 
that B X>0 where 0 is a zero vector, un¬ 
der certain conditions it is possible to 
obtain the optimal values of the X*s. 
They would then determine the advances 
and recovery policies. The optimal values 
of the X’s as considered here would be 
those which would minimise the sum of 
the absolute values of the Y*s. As an 
example we may consider that: 

(2) Y t (X) «a u X, -fa 1# X f +a 1D 
Y| (X) a 3)1 Xi -j- 3|| X| *f as* 

Y. (X) =1 a,! Xj -j- a* a X§ -j- a 3 |X« 

while requiring that: (3) bn Xx - X 2 > 0 

Xi — bg, X) -(- X* >0 

x„x, >0 

whereas the objective is 

Minimum Y^X) + Y a (X) + Y t (X) 

An approach of this kind may be help¬ 
ful for credit planning. In (3) it can be 
found that it is postulated that the 
ordinary loans exceed the new types of 
loans in a manner indicated by 
(X 2 /Xj)<t>it. If b £l denotes the propor¬ 
tion of ordinary loans expected to be re¬ 
covered and if b M is the proportion of 
loans expected to be recovered from X t 
the stipulated condition requires that 
optimal recoveries should be equal to or 
greater than the expected recoveries. 

The new types of loans, represented in 
the preceding discussion by XJ\ may be 
distinguished from the ordinary loans 
(X x ) in a number of ways. The former 
may be those with which the banks had 
not had much earlier experience. They 
may be loans to classes of the population 
to whom loans are proposed to be advanc- 
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ed under special conditions; or loans in 
areas hitherto not approached by the 
banks. Accounting data, or data obtain¬ 
ed from economic surveys may be uti¬ 
lised to find the elements of matrix A. 

In order that cooperative policy may 
set the urban banks working in new 
directions several steps can be taken. 
First it is important to emphasize on the 
attainment by the urban banks a larger 
financial size. The progress of the banks 
would be facilitated when the areas of 
operations of the banks are extended. 
The margers of the banks when there are 
too many, as in some of the city areas, 
should be encouraged. Branch banking 
practices should be also adopted. As the 
members enrolled in the various offices 
of the banks may be scattered over wide 
areas, the principle of delegated repre¬ 
sentation by which different member- 
groups may elect their representatives 
for the genera! body meetings of the 
banks would have to be implemented 
by the urban banks. A research and 
development organisation should be 
formed to aid the banks in planning 
credit supplies. This organisation should 
draw from the expertise developed in the 
country in the fields of economics, bank¬ 
ing, law, statistics, management and 
accountancy. A corps of field staff 
would be essential for the research orga¬ 
nisation of the banks. 

follow-up action 

The research and development orga¬ 
nisation would help not only in giving 
shape to new lines of policy which can be 
considered by the banks but also aid in 
taking up follow-up action and inspection 
regarding the uses to which credit is put 
once the loans are sanctioned by the 
banks. The costs of the field staff and 
the research organisation would have to 
be shared by the urban banks with the 
government. The valuation of property 
and its various uses in commercial or 
industrial ventures as well as the occu¬ 
pational structure of the population 
come under the notice of the local 
government agencies and as such the 
urban banks may find the assistance of 
the former particularly useful in deve¬ 
loping new phases of activity. It would 
be necessary to assess the profitability of 
the various enterprises from time to time 
when the banks seek to finance produc¬ 
tion in various regions. The research 
and development organisation has to be 
on a large-scale to serve the banking 
needs fruitfully. It may even be consi- 
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dered wliethetfa large organisation can 
be bought mMo existence not only to 
meet the urban banks but other coopera* 
live institutions as well. 

The new outlook which has to be 
cultivated by the urban banks turns away 
from the traditional methods of coopera¬ 
tion among select groups of people in 
compact places. New techniques of 
management would be required to meet 
the newer objectives and methods of 
work. There would be in demand per¬ 
sonnel whose qualifications should be of 
a high order. The urban banks may 
also have to look for facilities for provid¬ 
ing in-service training facilities to its staff. 

It is important for the urban banks 


with plans of lending for genuine busi¬ 
ness and industrial purposes to collect 
details of the enterprises in the banks’ 
jurisdiction. The field staff should 
investigate into production and sales of 
the borrowers’ concerns. Data on assets 
and liabilities should also be obtained 
periodically and analysed. Based on the 
experience accumulated by the banks 
with various types of concerns, the 
standardisation of the forms and the 
statements required by the banks would 
become feasible. The borrowers should 
be free to discuss their problems with the 
banks. 

It is said that credits to small bor¬ 
rowers carry greater risk than to large 
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industries for the former cannot with¬ 
stand the strains and stresses of adver¬ 
sity. However a wide diversification of 
risks amongst different types of borrowers j 
and types of business may become feasi¬ 
ble if the small borrowers are large m 
number. The banks should of course 
have an eye on profitability of the enter¬ 
prises and may desire to keep the stake 
of the creditors (represented by the debts) 
in line with the stake of the owners in 
business which is represented by the , 
equity. The ratio or advances to re¬ 
coveries in a given period is a matter of 
interest to the banking institutions and 
considerable use of even customary finan¬ 
cial ratios can be made even when banks 
intend to take uo fresh lines of activity. 


Benefit-cost analysis in 
Zl’Z a developing economy 


The problem of investment choice in 
developing countries is vexed and contro¬ 
versial. There are usually more oppor¬ 
tunities for investment than availability 
of funds for the purpose and, hence, an 
investment analysis requires a list of 
investment opportunities ranked in order 
of their desirability according to some 
rational criterion. Owing to the special 
economic and social characteristics of 
these economies, none of the various 
criteria put forward by economists in 
recent years proves to be perfectly rele¬ 
vant. However, it is widely accepted 
today that the benefit-cost analysis is one 
which may be reckoned upon as the only 
scientific and useful criterion to guide the 
persons concerned with planning and 
economic policy in these countries. 

In this article an attempt will be 
made to analyse the various ingredients 
of the technique of benefit-cost analysis 
and to examine its adequacy in developing 
countries, specially in India. 

The main steps involved in the tech¬ 
nique of benefit-cost analysis are: (a) 
identification and measurement of bene¬ 
fits and the pattern of their occurrence; 
(b) similar identification and measure¬ 
ment of cost; (c) translation of costs and 
benefits to a common denomination; and 
(d) computation of benefit-cost ratio. 
Since the benefits conferred by and the 


costs incurred in the project constitute 
the basic components, their nature and 
estimates must be examined in greater 
detail. Keeping in view the measurabi¬ 
lity of these components, they may be 
divided into two parts: (a) economic 
benefit and economic cost 1 ; and (b) social 
benefit and social cost 2 . Further, a dis¬ 
tinction may be made between direct 
benefit and direct cost and indirect bene¬ 
fit and indirect cost, if the pattern of 
their occurrence is also weighed. Thus, 
the benefits and costs of a programme 
may well be elaborated under eight sub¬ 
heads: (a) direct economic benefits; 
(b) indirect economic benefits; (c) direct 
social benefits; (d) indirect social bene¬ 
fits; (e) direct economic costs; (f) in¬ 
direct economic costs; (g) direct social 
costs and (h) indirect social costs. 

The different kinds of benefits and 
costs mentioned above may be clearly 
understood by taking a simple example 
of investment on a major irrigation pro¬ 
ject. The direct economic benefits are 
the difference between the net annual 
income with the project and the net 
annual income without the project. In 
other words, the operating cash flows 
generated by the project are the direct 
economic benefits. The indirect econo¬ 
mic benefits of the project are generally 
related to increased activities of process¬ 
ing and manufacturing and trade. These 


should be carefully estimated by analys¬ 
ing the various enterprises affected on a 
“with and without*’ basis of the project. 

Increased economic activity induced 
by augmented incomes in the regions and 
elsewhere during construction is also 
considered as a benefit, although it is of 
short duration. The direct social bene¬ 
fits include greater stability and welfare 
of the community, e.g., strengthened secu¬ 
rity, better nutrition and health, a major 
shift in the distribution of consumption 
expenditure in favour of the 
poorest sections of the population, 
regional balance and self-reliance. The 
indirect social benefits of the project 
include the impact of the direct social 
benefits conferred by the project on other 
projects in the second stage. 

The direct economic cost of the pro¬ 
ject covers the amount of funds commit¬ 
ted to it which broadly include the 
value of all the goods and services used 
for the installation, maintenance, opera* 
tion and depreciation of the project 
along with all other associated costs. 
The opportunity cost of the factors emp¬ 
loyed m the project may be ascertained 
to be the indirect economic cost of the 
project*. The direct social cost of the 
major irrigation project may be the up¬ 
rooting of villages and transfer of popu¬ 
lation, litigation and so on*. The in- 
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direct social cost includes the social 

J [ils caused by the project, e.g. the in¬ 
dication etc, 

Generally, in project selection, only 
direct economic benefits and costs arc 
considered, the method of measuring of 
which is simple and reliable. Thus, the 
first task is to determine what net funds 
outlay is required for an investment pro- 
jtoti what its operating cash flows will be, 
what pattern these flows will assume, 
and what the economic life of the invest¬ 
ment is, and then these data are combin¬ 
ed into a rational way to compute the 
benefit-cost ratio. An investment proposal 
should be considered for acceptance, 
other things remaining the same, if the 
benefit-cost ratio is greater than one. 
The common practice, however is that 
the projects, with a benefit-cost ratio of 
more than 1.5 arc acceptable, although 
theoretically a ratio of unity should meet 
the criterion. 

the methodology 

There are really two manuals on pro¬ 
ject evaluation methodology: the OECD 
manual (IMD Little) 5 and the UNIDO 
manual*. According to UNIDO guide¬ 
lines, the index of the net benefits of a 
^oject should be the net contribution 
that the project makes to aggregate con¬ 
sumption over lime. Aggregate con¬ 
sumption is thus the numeraire and all 
items in a project account are valued in 
terms of aggregate consumption. Little- 
Minnlces and others, on the other hand, 
seem to be inclined towards the view that 
Savings in developing economies arc 
likely to be sub-optimal in the sense that 
their governments are likely to value a 
unit of savings more than a unit of con¬ 
sumption. This preference is reflected 
JH their method of project evaluation 
and the net benefits of a project in their 
opinion should be measured in terms of 
the net contribution that the project 
makes to aggregate savings over time 
rather than consumption 7 . 

Regarding the price to be used for 
measuring the benefits and costs of the 
project, there are broadly three views. 
According to one, both benefits and costs 
of a project are to be calculated at 
market prices. The fundamental assump¬ 
tion behind this view is that market 
prices adequately reflect social opportu¬ 
nity costs. There is a second approach, 
namely, OECD, where all countries 
■ irrespective of their own objectives, are 
|pxpected to obey the dictates of inter¬ 
national markets for determining the 


accounts on shadow prices of their goods 
and services". Thirdly, in the UNIDO 
approach, this valuation is done by using 
a shadow price for various reasons such 
as, imperfections in the labour market, 
sub-optimal rate of saving etc. This in¬ 
volves the adjustment of the market 
prices of spedfu- resources wherever 
these prices do not reflect the real contri¬ 
bution of the resources to the aggregate 
consumption objectively. 

shadow prices 

The general principle is to value both 
outputs and inpuls according to the 
criterion of consumer's “willingness to 
pay’*. Thus, the UNIDO approach uses 
overall foreign exchange accounting price 
as against the use of many exchange rates 
in the OECD manual which is implied 
in the pricing by the use of‘border’ prices 
for the tradeablcs (traded internationally 
as well as those which could be traded). 

It is generally argued that in develop¬ 
ing countries such as India, the benefit- 
cost analysis is best based, not on market 
prices, but so-called shadow prices be¬ 
cause of the following three reasons*. 
Firstly, capital in India frequently appears 
cheaper than it really is, because public 
sources make available finance ai interest 
rates lower than what would have to be 
paid in the open market. Secondly, labour 
often appearsmiore costly than it really 
is because the real cost (so-called social 
opportunity cost) of employing a hitherto 
unemployed number is nil, a consequence 
of the fact that society is not foregoing 
any production in withdrawing him from 
what lie was previously doing, viz. 
nothing. Thirdly the cost of foreign 
exchange often appears lower than the 
international market rate because govern¬ 
ment rations the foreign exchange and 
allots to successful applicants at rates 
below what these applicants would have 
been willing to pay rather than go with¬ 
out it. 

Further, there is a basic question as to 
how social discount rate is determined. 
There are two methods of social discount¬ 
ing; the net present value method (NPV) and 
the internal rate of return method (IRR). 
According to the net present value me¬ 
thod, the net present value of the cash 
flow over the entire project life (including 
the period of construction) is calculated 
at a predetermined discount rate. An 
investment proposal should be accepted, 
other things being equal, if the present 
value of its cash inflows, discounted at a 


specified rate of return, equals or exceeds 
the amount of the investment required. 
The IRR is defined as that rate of discount 
which would equate the present value of 
capita] expenditure during the life of the 
project. If as in the case of NPV capital 
expenditure during the construction pe¬ 
riod is treated as negative net cash flow, 
the IRR is that rate of discount which 
would reduce the sum of the present value 
of net cash flow over the project life (in¬ 
cluding construction period) to zero. If 
the IRR is greater than the pre-determin- 
ed cut-off interest rate, the project would 
pass the test. The IRR is usually found 
by the process of trial and error or pick¬ 
ing estimated rate and the present values 
are then calculated and summed to find 
V- -C (V denotes the present value of bene¬ 
fits and C the present value of costs). If 
V--C is positive, a higher rate should be 
tried and if it is negative, a lower rate. 
IfV--C-0, the choice proves to be cor¬ 
rect and the rate has been found. Other¬ 
wise, the procedure continues till the rate 
is found for which V—C«*0 or very insigni¬ 
ficantly positive or negative figure 10 . 

basic difference 

In this context, it should be noted 
that the basic difference in the NPV and 
the IRR method is the assumption that 
the cash generated from the project is rein¬ 
vested at the project IRR rate in the IRR 
method at the social discount rate in the 
NPV method. 

Besides the theoretical as well as prac¬ 
tical problems and difficulties such as the 
choice of an appropriate index of measure¬ 
ment (consumption vs savings), the choice 
of prices (market vs shadow price) and 
discount rate (NPV vs IRR), we may now 
turn to some special problems involved 
in the use of the benefit-cost analysis 
technique in the evaluation of a project/ 
programme in a developing country such 
as India. In India, where the objectives 
of the fifth Plan include mainly, the 
minimum consumption needs, the stress 
on redistribution, the employment orien¬ 
tation, the regional balance consideration 
and self-reliance, 11 the question arises: 
does tlie benefit-cost analysis provide the 
basis for project selection? The answer 
is obvious. Unless these national goals 
arc determined and quantified which is a 
very difficult task, the technique may lead 
to a distorted decision. The argument, 
enhanced by the advocates of the technique 
that appropriate weights are assigned to 
different objectives in the benefit-cost 
analysis, does not help the solution of 
the problem. These objectives are sub. 
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ject to variation, in number as well as in 
importance, with the internal socio-eco¬ 
nomic and political changes and also with 
the change in the external relations of the 
country, rt implies that the weights as¬ 
signed under a given set of objectives will 
be inappropriate under the changed con¬ 
ditions. Thus, in the light of these ob¬ 
jectives, many projects may be selected 
even if they are economically unsound in 
terms of benefit-cost ratio. In the deve¬ 
loping countries, ‘'there may be a need 
even to sacrifice growth in the interest of 
of a mere cgalitarion economic and social 
structure” 1 *. 

It may appear from the above analysis 
that the benefit-cost technique has a 
limited scope in developing countries. 
However, this is not the case. The bene¬ 
fit-cost analysis should be applied to each 
project but in the second stage of selec¬ 
tion rather than in the first stage. In the 
first stage of the project selection, the 
projects should be selected exclusively in 
the light of national objectives and once 
they are selected, their location, the scale 
of the project and the techniques to be 
used should be based on the beneiit-cost 
criterion. 
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The crisis in 

development aid 


I 

Is Progress Possible? 

|t is possible to be convinced that a 
^fmajor increase in development coopera¬ 
tion is not only a good thing but essen¬ 
tial and yet to oppose action, or at least 
be apathetic, because of fears that signi¬ 
ficant progress in development cannot be 
achieved regardless of the scale of our 
effort. 

Many donors believe that the task is 
too vast, the problems too complex, the 
unknowns loo numerous, the commitment 
*of developed and developing countries 
too feeble for anything constructive or 
permanent to be accomplished. They 


cite the record to date as confirming 
their view: the number of people living 
in deep poverty has not declined; disease, 
ignorance, malnutrition, political corrup¬ 
tion, disorder, and c\en violence, arc 
almost as widespread as ever. 

But I believe that a careful compa¬ 
rison of the magnitude of the obstacles 
to be overcome with the progress so far 
registered in the historically short period 
of a little over a decade of concentrated 
effort justifies optimism and continued 
strong support. 

Various authorities offer various ex¬ 
planations for the absence of progress to 
date as they see it. Some critics allege 
that there has been a lack of commitment 
by the peoples and governments of deve¬ 
loping countries. Development is given 
a lower priority than other national 


goals, resources are used to promote 
personal or partisan political ambitions, 
and individuals do not seem to want to 
learn how to do things efficiently. Since 
their countries arc mostly very poor and 
since we are generously helping them, the 
critics insist that developing country 
governments should reject temptations to 
divert resources fiomthe single goal of 
a higher GNP or, if they prefer, the 
broader goals of development; and their 
peoples should exercise instant wisdom, 
be hard-working, thrifty, disciplined, 
pragmatic and unselfish. 

For a few this criticism is best .sum¬ 
marised by asserting that Europe, the 
United States and Japan became develop¬ 
ed and rich without external help, so why 


cannot the present poor countries, with 
all our help, became self-supporting 
almost overnight if they really tried? On 
the contrary, they see the continuing 
clamour from developing countries for 
more aid, trade concessions, etc. as sug¬ 
gesting both failure up to now of the 
effort and an endless burden. 

Some critics suggest that this may be 
because aid encourages its recipients to 
relax their efforts, that aid merely replaces 
local savings. This allegation echoes the 
criticism levelled by some, even during 
the depression of the 1930s, that welfare 
payments served no purpose except to 
enable their recipients to indulge a natu¬ 
ral antipathy to work. This broad accu¬ 
sation is not supported by the evidence 
to date. Moreover, a more important 
indication of the value of aid to develop¬ 
ment is the share of imports that net 


receipts of ODA have financed, imports 
without which development becomes 
almost impossible and which are too 
often necessary to avert mass famine. In 
the 1969-71 period, on the average over 
20 per cent of imports were so financed 
for countries containing some two-thirds 
of the developing country population. 
For quite a number of the poorer count¬ 
ries it exceeded 50 per cent. The impor¬ 
tant countries of India, Pakistan and 
Indonesia paid for around one-third of 
their imports with aid. For even us 
advanced a country as Turkey, the figure 
was just over 20 per cent, and for South 
Korea, with the fastest growing export 
earnings of any country, it was just under 
29 per cent. This is an imlispensible 
contribution. 

But, equally damning for a continua¬ 
tion of aid programmes, there is no pro¬ 
gress according to many, because donors 
do not really know what they arc doing 
and have committed gross errors, involv¬ 
ing conspicuous waste of large sums of 
taxpayers* money on foolish enterprises, 
sometimes even dishonest ones. 

To reply lo this two-pronged attack, 
one must seek answers to the questions; 

(a) What degree of efficiency, given 
all their circumstances, was it reasonable 
to expect of the donors? 

(b) What rate of progress, given all 
their circumstances, was it reasonable to 
expect of developing couutries? 

(e) How well have the developing 
countries in fact been doing? 

After much analysis, one can attempt 
an overall assessment, but only then. 

II 

Acceptability of Donor 
Performance 

In appraising the efficiency of the 
donor effort, the outstanding facts arc 
two. 

The first is the novelty of the whole 
idea of one group of countries helping 
another group of countries to accelerate 
the rate of modernisation of all sectors 
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of iheir societies. The task is made 
much more difficult, of ti course, because 
the two groups of countries have quite 
different cultures and that one is at a 
markedly lower level of economic and 
technological sophistication and pros¬ 
perity than the other, 

The second is the innate complexity 
of all social change, especially when it is 
as rapid as in developing countries today, 
trying both to catch up and keep up with 
a west that is also changing at a whirl¬ 
wind rate. We must confess our pro¬ 
found ignorance still on the long-term, 
often even short-term, impact on people 
of new ideas, new technologies, new insti¬ 
tutions* of the differing nature and tim¬ 
ing of'their reactions, unique not only to 
each country or region but often in each 
individual. 

As a result of these two factors, many 
mistakes have been made by donors, are 
still being made and undoubtedly will 
be made for a good many years. In all 
human experience the unfortuate lesson 
seems to be that mistakes arc an essen¬ 
tial component of the learning process. 
The central issucihus becomes whether 
the mistakes which have been made 
have contributed to “learning**, and 
whether loo many unnecessary mistakes 
have been made. 

major mistakes 

Four specific examples will illustrate 
how illusory was our previous confidence 
that our knowledge and experience made 
the task relatively simple: 

(1) Until recent years the view was 
widespread, even among people who 
should have known better, that our 
remarkable progress in science and tech¬ 
nology had found answers to all the real 
problems faced by the developing count¬ 
ries at their low levels of civilisation. All 
that was needed to lift them up to the 
west’s superior level of performance was 
a massive effort of technological transfer. 

It would work quite simply and fast. It 
sounded highly patronising and it was. 
And it was also wrong. Their climates 
and soils, their raw materials, their factor 
costs of labour and capital, the priority 
needs of their peoples, the threats of tropi¬ 
cal insects, fungi, bacteria, viruses, etc., to 
their peoples, animals and plants, were 
all different from those of the west. On 
many points each country presents unique 
problems. 

(2) The west took for granted that 
GNP growth, largely concentrated in the 
industrial sector, would bring with it 
automatically full employment and the 
eradication of poverty as it had seemed 


to do in twentieth century Europe. This 
one-track approach also had the un¬ 
fortunate result of diverting attention 
from political development, which is not 
only valuable in itself but without politi¬ 
cal leadership which can mobilise 
national resources in support of wise 
programmes and policies, and without a 
political bureaucracy which can do a 
reasonably efficient and honest job of 
implementing them, the GNP goal lacks 
an essential prerequisite. The west failed 
to remember that during its period of 
early industrialisation, population growth 
was slow, technology quite labour-inten¬ 
sive; emigration was relatively easy. If you 
could not find a job, and there was no 
competition from already highly indus¬ 
trialised societies or restrictions by them 
on access to their markets. The west 
also overlooked how badly many people 
lived in the early industrialisation period. 

faulty education 

(3) The west assumed that the greatest 
service that it could do the people of the 
developing countries was to give them 
the chance to enjoy national educational 
schemes as they exist in the west. More 
schooling was the universal key to pros¬ 
perity and the good life, it may be, if of 
the right kind, but the present set-up, 
what the west gave and the developing 
countries welcomed, was far from what 
they needed. 

(4) It occurred to few western ob¬ 
servers that the reductions in mortality 
that western medicine was bringing their 
peoples would cause a dramatic and 
harmful population explosion. Why? 
Because the west had never had to deal 
with this phenomenon; the drastic fail in 
western mortality rates occurred after it 
had readied a level of education, incomes 
and urbanisation that provided the moti¬ 
vation and ability to control family size 
by individual choice. 

Each of these four cases describes 
briefly a stale of mind which existed 
widely ten years ago among donors and 
suggests why it was wrong. Many 
western observers now realise that in 
these four areas they failed to use their 
historical imagination in order to under¬ 
stand how different was their own earlier 
experience from the various current situa¬ 
tions of the developing countries. To 
face up to their errors in these as well 
as other points should help donors to 
appreciate better the value of letting 
developing countries “learn by doing” 
more often, even though mistakes may be 
made. 

That the west has learned the major 
lessons from these errors and has a new 


desire to do better on each of these 
points is clearly reflected in the OECD*! 
1973 Review pf Development Cooperation 
—!The Efforts and Policies of the Develop¬ 
ment Assistance Committee just published 
(Price £3-20 from OECD, 2 rue Andre 
Pascal 75775, Paris Cedex 16, France). 
The report, which is readably written by 
the DAC's chairman, Edwin M. Martin, 
shows that the west has clearly best 
understood the population problem but 
readjustment of programme is also pro¬ 
ceeding rapidly on the other points. The 
question now, in Mr Martin’s view, is not 
whetiier policies and programmes should 
change but how should they change and 
howy&yf it can be done. 

But on all of them the donor’s rate of 
change is dependent on the views of their 
partners, the developing countries, whose 
leaders, under constant pressure to main¬ 
tain control of their difficult situations, 
to meet daily emergencies, subjected to 
heavy pressures by the presence of the 
west, have a much harder task in altering 
direction. New approaches in major- 
sectors represent grave decisions for these 
leaders, because not only their personal 
future but that of their people and 
country may be at stake. Mr Martin 
urges that donors must tolerate a consi¬ 
derable measure of caution on the part 
of leaders of developing countries. They 
will, he says, frequently know better than 
the donors how quickly their people can 
adapt to new programmes. They will, 
need time for their own experts to acquire 
the ability, confidence and standing 
to see, to frame, and to have accepted, 
new goals for their societies. Hence 
donor performance will frequently be 
found to lag somewhat behind new donor 
understandings of what is required. 

Ill 

Attitudes of Recipient Leaders 

An important area in which donors 
arc still groping for the right path is 
that of political systems. There has 
been a strong tendency in some donor 
countries to expect representative demo¬ 
cracy, with its competing voluntary politi¬ 
cal parties and civil liberties, to be trans¬ 
ferable without serious loss of efficiency 
to the less-developed countries, Some 
are becoming aware gradually that, 
while this seems to be the best system at 
present available for personal fulfilment, 
its effective operation requires a level of 
education and well-being, a length of 
experience as a political society, and a 
degree of social cohesion which even 
most western countries have Bis yet 
achieved only partially. Hence? western 
political institutions still reveal them- 
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selves sometimes as imperfect instruments 
for fulfilling the objectives of their 
peoples. In the circumstances of the 
developing countries, it will in most cases 
take a much longer period to create these 
reconditions. Consequently, despite 
importance of achieving political 
fevelopment, the attitudes of developed 
countries towards the changing forms of 
government in the poorer countries may 
be sometimes too impatient to secure 
democratic perfection without a clear 
idea of what, if anything, they can do to 
encourage it. 

Whether donors have made more or 
fewer mistakes, or learned from them 
more slowly than has been the case in 


other human activities, cannot be docu¬ 
mented. The novelty of the endeavour, 
its global and multi-disciplinary character, 
the essential partnership nature of all 
operations, with divided responsibility, 
all contribute added risks of error. Each 
observer will have to study the record 
and compare it against his own experience 
of life. 

Mr Martin, for one, finds no reason 
to believe that western experience has been 
so bad that donors should abandon the 
whole business until they can do better. 
He fears that the evident progress of 
donors toward being able to do better 
would be outweighed by the increased 
difficulty of the problems to be solved 


which would be created if all develop¬ 
ment aid were to cease. 

What will someone write in 1983 
about the misconceptions of 1973 
which are then being corrected? No one 
can predict, but we can only hope it will 
be as well researched and considered as 
Mr Martin's report, because we still have 
much to learn about the evolution of 
human societies and especially the role 
which outside-planned influences can 
have on social change hopefully for the 
better. 

Next week we will look at the OECD 
Report's assessment of the degree of 
success achieved by developing, countries 
in the use of aid to the best advantage. 


Export performance of 
H,rdw siath Ind o - German ventures 


A rlcent survey of export performance 
of Indo-German joint ventures conducted 
by the Indo-German Chamber of Com¬ 
merce has brought out sonic interesting 
facts* The survey was based on the re¬ 
sults of three years--1970 to 1972—in 
respect of 100 selected joint ventures. 
The fact that a majority of the joint ven¬ 
tures studied (57 per cent) had entered 
the field of exports was indeed encourag¬ 
ing because most of these undertakings 
arc engaged in the manufacture of non- 
traditional export products. It may be 
added that the exports have been 
directed largely to industrialised 
countries so that this country 
earned hard currencies in exchange. It is 
significant to note that the net earnings of 
[ foreign exchange of the 100 un^s studied 
was considerably more than the total 
transfer of funds in the form of divi¬ 
dends, licence fees and interest payments 
of all Indo-German collaborations opera¬ 
ting in this country. Export earnings of 
these 100 collaborations fluctuated bet¬ 
ween Rs 10 crores in 1970 and Rs 11.6 
crores in 1972; transfers abroad, however, 
amounted to Rs 3.14 crores in 1969-70 
v Jfcd Rs 4.4 crores during 1970-71. 

The industry-wise distribution of ex¬ 
porting joint ventures covered by the sur¬ 
vey revealed that chemicals, pharmaceuti¬ 
cals, industrial machinery, automobile 
components, electrical machinery and ac¬ 
cessories, machine tools and small tools, 
textile machinery and instruments and 
hand tools were among the important ex¬ 
ports of these joint ventures. In terms 
of earnings the engineering goods took 


the leading position, followed by chemicals 
and pharmaceutical products (Table 11). 

A regional break-up of the direction of 
exports shows that as an area the countries 
in east Asia were among the leading buyers, 
followed by Europe. A further break-up 
of each region reveals, however, that 
among the single buyer countries West 
Germany was leading, followed by Ceylon, 

* Table 1 

Indo-German Collaborations 

(Main Exporters) 


Company Period Value in 

Rs lakhs 


Gedore Tools (India) 
Pvt. Ltd 

1971-72 

314.43 

Siemens India Ltd 

1971-72 

179 

Motor Industries Co. 
Ltd 

1972 

171.56 

Cable Corporation of 
India Ltd 

1972 

158.24 

Hindustan Machine 

Tools Ltd 

1971-72 

106.33 

Dr Beck & Co. (India) 
Ltd 

1972 

91.89 

Hindustan Dowidat 

Tools Ltd.* 

1972-73 

82 

Colour-Chem Ltd. 

1972 

66.36 

Hoechst Pharmaceuticals 
Ltd. 

1972-73 

50.15 

NGEF Ltd 

1972 

42.09 


♦ Only technical collaboration; all the 
others technical and financial colla¬ 
boration (joint ventures). 


Singapore, Malaysia, Iran, Australia and 
Egypt. (Table III). 

The most attractive incentive to export 
was the ‘import entitlement’ as 39 per cent 
of the joint ventures gave this as the rea¬ 
son for entering the export market. As 
many as 24 per cent of the joint ventures 
exported because ‘export obligation’ was 
a part of the agreement. There were 13.4 
per cent joint ventures which considered 
the domestic demand insufficient to ab¬ 
sorb the output and were forced to un- 

Table II 

Composition of Exports 

(Rs million) 



1970 

1971 

1972 

Engineering 

goods 

75.4 

80.28 

82.88 

Of which: 
electrical ma¬ 
chinery, ma¬ 
terials and 
apparatus 

1.7 

5.78 

2.95 

Chemical/ph¬ 

armaceutical 

products 

20.73 

11.33 

25.96 

Other goods 
Cameras 

0.33 

0.31 

2.2 

Spectacle fra¬ 
mes 

0.42 

9.98 

0.56 


96.9 92.9 111.6 
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load (heir products abroad: Nearly 
6.5 per cent reported that profit was the 
primary objective of exports. 

A breakthrough in exports was achieved 
through the assistance of the German col- 

TAtlLL III 
Direct Exports 


Buyer counliy Frequency 

(rep. area) of 

having 
been 
named 
(per cent) 


1. Fast Asia 31 

2. West Europe 24.5 

(West Germany only) 9.2 

3. Middle East 15.3 

4. Africa 11 

5. Australia/Ncw Zealand 5.3 

6. East Europe (excluding 

USSR) 5 

7. USA 2.8 

8. Canada I.K 

9. South America 1.7 

10. USSR 1.6 


Tabu. IV 

Difficulties Hampering Exports 

Frequency 


Difficulty 

Ol 

having 
been 
named 
(per cent) 

Keen competition by foreign 

countries 

18 

Shortage ol raw materials 

16 

High prices of raw materials 

14 

Restrictive import policy 

14 

High freight rates of steamers 

9 

Shipping difficulties 

Not sufficient export incentives 

7 

from the Indian government 

5 

Power cut 

5 

Delay in licensing of expansion 

2 

Difficulties in export procedure 

2 

Labour unrest 

2 

High cost of production 

2 

Difficulty to find buyers 

Delay in supplies 



luboration partners in a targe number of 
eases (43.6 per cent). It may be observed 
that 89 per cent of such companies bad 
financial as well as technical collaboration, 
as against technical collaboration only to 
be able to get the assistance of German 
partners. The next successful group of 
exporting joint ventures (31.3 per cent) 
achieved this through the appointment of 
agents. As many as 11 per cent could do 
it through participation in trade fairs. A 
large majority (94 per cent) of the already 
exporting joint ventures covered by the 
survey found possibilities to increase their 
level of exports. 

A number of hurdles have been identi¬ 
fied which need to be removed before ex¬ 
ports could be increased further. Keen 
competition by foreign countries, specially 
Japan and cast Europe have been named 


by 18 per cent of the companies studied. 
Competition was felt in view of the prices 
as well as the quality and design of th? 
products. Shortage of raw materials was 
the next most felt hinderance in the way 
of increased exports. Fourteen per cent 
of the respondants complained against 
higher prices of raw materials. Restrictive j 
import policy was also indicated as a 
hinderance by fourteen per cent of the 
joint ventures studied. Several of the 
companies considered it important for 
increasing exports. They indicated that 
the import policy should be liberalised to 
a greater extent so that machinery and 
parts based on the latest technology could , 
be imported into this country. (Table IV)/*' 
The problems of shipping space and 
high freight rates were mentioned by 
nearly 16 per cent of the companies exa¬ 
mined. 
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TRADE 

WINDS 


Esso Taken Over 

^Due union Government pro¬ 
posed to take over 74 per cent 
of equity in all Esso*s 
operations including the 

Esso Refinery registered in 
India, Esso Marketing Opera¬ 
tions, a branch of Esso Eastern 
Incorporated and Lube India 
in which the union govern¬ 
ment already holds 50 per cent 
equity. The two sides have rea¬ 
ched accord on broad princi¬ 
ples of the proposals made by 
Esso on October 3, 1972. An 
agreement is expected to be 
signed shortly. Esso had offer¬ 
ed two alternatives, the first 
of which the union govern¬ 
ment has now accepted. The 
second alternative was sale of 
Esso's interests in the three 
^concerns. 

At the end of seven years, 
the government will also take 
over the remaining 26 per cent 
equity. For the purpose of 
management, the three concerns 
will be amalgamated into one 
composite company. The pur¬ 
chase price , which will be 
negotiated and agreed upon, 
will be paid in six equal instal¬ 
ments with a moratorium on 
‘ the payment of instalment in 
the first year. Esso will pay 
taxes due on these transactions. 
In the reorganised and amal¬ 
gamated company, Esso will 
have a proportionate represen¬ 
tation on the board of 
directors. 

Esso has agreed to maintain 
crude oil supplies at mutually 
agreed levels during the next 
seven years. Esso’s employees 
will continue in the service of 
the reorganised company and 
there will be no break in their 
service . Esso has made ade¬ 
quate provision in its books in 
respect of liabilities towords 
retirement benefits accrued up 


to the date of the agreement. 
Adequate provision has also 
been made by Esso in respect of 
pensioners who would continue 
to get pensions from the re¬ 
organised company. 

Esso began its operations in 
India in 1882 under various cor¬ 
porate entities. The company 
has seven bulk plants, several 
depots and 1,900 outlets. In 
1973, if controlled 12 per cent 
of India's total petroleum 
products market. 

Indo-lran Economic 
Cooperation 

The Indo-Iranian Com¬ 
mission for Economic Coope¬ 
ration met here for three days 
rcccnctly to exchange views on 
fostering trade and economic 
relations between the two 
countries in the light of the 
current international situation. 
The various proposals consi¬ 
dered at the meeting are ex¬ 
pected to be concretised in 
Tehran next month. Our 
minister for External Affairs, 
Mr Swaran Singh, would be 
pursuing the talks in the Iranian 
capital. 

The impact of the sharp in¬ 
crease in oil prices in the re¬ 
cent past on the Indian eco¬ 
nomy came in for detailed 
consideration at the last 
meeting. It was pointed out 
that as a sequel to the hike in 
crude oil prices, India will have 
to spend in 1974 nearly two- 
thirds of its export earnings on 
importing crude oil if the re¬ 
quirements are to be met satis¬ 
factorily, This obviously is not 
a feasible proposition. The lea¬ 
der of the Iranian team, Iran’s 
minister for Economy, Mr 
Houshang Ansary, is under¬ 
stood to have appreciated the 
government of India’s anxiety 
for a satisfactory solution to 


the problem. He referred to the 
recent pronouncements of the 
Shah of Iran on the ways and 
means being devised by the oil 
exporting countries to meet the 
point of view of the developing 
nations such as ours. 

Although both Mr Swaran 
Singh an Mr Ansary were not 
prepared to amplify at a press 
conference held at the end of 
the last week’s meeting, what 
proposals were considered, the 
likelihood of development of 
India’s mineral resources for 
meeting Iran’s requirements, 
maximisation of industrial out¬ 
put in India for the benefit of 
both the countries, expansion 
of credit facilities to India for 
import of crude oil as well as 
close cooperation between the 
two countries in Jhe field of 
petrochemicals is not ruled 
out. Iran has an ambitious pro¬ 
gramme of development. Both 
Mr Swaran Singh and Mr 
Ansary expressed the hope that 
India could cooperate in the 
implementation of this pro¬ 
gramme. 

Mr Ansary ruled out a deal 
pricing system for oil under 
which this commodity could 
be supplied to the developing 
countries at concessional rates. 
He stressed that the price of oil 
had been raised to preserve the 
purchasing power of Iran in 
the face of worldwide infla¬ 
tion. A reduction in oil prices, 
he added, would be possible 
only if the global inflationary 
tendencies were contained. 

Oil Imports 

Both Burma-Shell and Esso 
have intimated to the govern¬ 
ment of India that as a result 
of the price hike effected by the 
oil exporting countries, their 
imports with effect from Jan¬ 
uary 1 would cost as much as 
much 8.48 per barrel for 
the light Iranian crude oil, 
8.17 per barrel for the Ara¬ 
bian heavy and 8.23 per 
barrel for the Arabian light 
crude. The light Iranian crude 
oil is being used by Burmah- 
Shell. Esso uses a mixture of 
the two Arabian crudes . In 
December , Burmah-Sheil was 
importing light Iranian crude 
oil at the rate of 3.86 per 
barrel. Esso was importing a 


mixture of the heavy and light 
Arabian crude at 3,532 per 
barrel. The third importer of 
crude oil in the private sector, 
namely the Caltex refinery, is 
yet to indicate iUTnew price. 
It is expected to follow suit 
soon. 

As a sequel to the latest in¬ 
crease in crude oil prices f our 
import bill on this count is 
expected to go up from about 
Rs 450 crores last year to 
around Rs 1,200 crores this 
year. It may even exceed this 
figure if there is a farther hike 
in prices, which prospect, of 
course, cannot be ruled out. 

Official circles, however, re- 
regret that the oil exporting 
countries have not lowered 
their crude prices, as could be 
expected in view of the firming 
up of the dollar. It may be 
recalled that since June last 
crude prices have been revised 
upward at least three times 
under the second Geneva agree¬ 
ment between the Organisa¬ 
tion of Oil Exporting Countries 
(OPEC) and the international 
oil companies to compensate 
the oil exporting countries for 
the fall in the value of the dol¬ 
lar. When price of dollar has 
appreciated a downward re¬ 
vision iu oil prices was called 
for under the above agreement. 

Paper Prices 

The paper industry has de¬ 
cided to voluntarily effect a 
20 per cent cut in the price of 
white printing and writing pa¬ 
per used for producing text¬ 
books and exercise books for 
students. The present price of 
this type of paper is Rs 3,500 
per tonne. It is proposed to 
be reduced to Rs 2,700 per 
tonnes. This price , however 
will be significantly higher than 
the rate prevailing about six 
months ago when paper prices 
started shooting up. The then 
prevalent price of white print¬ 
ing and writing paper was Rs 
2,150 per tonne. The price of 
Rs 2,700 per tonne, however, 
will not be applicable to other 
consumers; they will have to 
pay slightly more. A dual pric¬ 
ing system, thus, is proposed to 
be introduced for white print¬ 
ing and writing paper. 

The industry has also agreed 
JANUARY 25, 1974 


BASQfcN BGONOMBT 


139 



to introduce standardisation 
in the nomenclature of paper 
and further to revert to the 
1968-69 and l%9-70 pattern of 
production under which white 
printing and writing paper ac¬ 
counted for 68 per cent of the 
total output of paper. Two 
more decisions have also been 
taken by paper manufacturers. 
These arc: (I) direct supply of 
paper to consumers on the basis 
of their consumption in the 
past live years; and (2) intro¬ 
ducing of a code of conduct for 
the industry as well as the trade. 
Under this code of conduct, 
disciplinary action is proposed 
to be taken by the Paper Manu¬ 
facturers* Association against 
those mills which indulge in 
malpractices. Traders will be 
required to display their stock 
position and the approved 
mills prices daily. Every ream 
of paper will also carry a price 
tag. 

These decisions were re¬ 
vealed at a recent meeting 
of the Development Council 
for Paper Pulp and Allied 
Industries held in New Delhi. 
The Council deliberated upon 
measures to step up the output 
of paper, particularly that of 
the white printing and writing 
variety. The output of paper 
has been adversely alfected by 
various factors, including 
inadequate supplies of fuel and 
chemicals. The Council reco¬ 
mmended a complete ban on the 
export of all varitics of paper 
except cigarette paper. 

Besides drawing up a crash 
programme for raising the pro¬ 
duction of paper, it was stress¬ 
ed at the meeting of the Develop¬ 
ment Council that the pricing 
policy for the industry ought to 
he realistically revised in order 
to facilitate its future growth. 
It was pointed out that unless 
the high investment cost prob¬ 
lem of the industry was effec¬ 
tively tackled, shortages of pa¬ 
per could not be obviated. 

Special Dredger 
for Ports 

The minister of Shipping 
A Transport, Mr Kamalapati 
Tripathi, has authorised the 
Kandla and Patudip Pori 
[Trusts to specially charter a 


dredger for restoring depths 
in the approach channels at 
both the ports. The dredging 
contract has been awarded to 
a foreign firm at an estimated 
cost of Rs 1.52 crores, includ¬ 
ing foreign exchange to the 
tunc ot about Rs 833.40 lakhs. 

Import of fertilizer and food- 
grains at Kandla and exporL 
of iron ore from Paradip would 
have teen badly affected if the 
draughts were not restored by 
deploying additional dredg¬ 
ing. Since the available dredg¬ 
ing equipment in the country 
was already fully committed 
on various works and the deli¬ 
very of additional dredgers on 
order would take time, the 
ministry agreed to the ports 
chartering a dredger. The 
depths at Kandla port were 
alfected due to abnormal sil- 
tation. Three cyclones within 
a short duration adversely 
affected the draught at Paradip 
port. 

Duty on Hides and 
Skins 

The union government has 
revised the export duty on 
hides, skins and leather—tan¬ 
ned and untanned—of all sorts 
but not including snake skins 
and manufactures of leather, 
from 10 to 20 per cent ad valo- 
em. 

Resale of Vehicles 

The union government re¬ 
cently imposed a ban on the 
resale of all commercial vehi¬ 
cles for a period of two years 
from the time of purchase. 
A similar restriction already 
exists in the case of passenger 
cars. The step has been taken 
in view of the shortage of com- 
mcrical vehicles and wide diffe¬ 
rences in prices fixed and 
prices pervailling in the market. 

Invention and Import 
Substitution Awards 

Over 200 persons received 
awards for 70 meritorious 
inventions and 55 import substi¬ 
tutes from MrC. Subramaniam, 
minister of Industrial Develop¬ 
ment, Science and Technology. 
The awards related to the 
years 1972 and 1973 which had 


been announced e^rlicrby the 
National Research Develop* 
ment Corporation. Mr and 
Mrs A,S. Bhagat of Bombay 
received the highest cash award 
of Rs 5,000 for inventing uni- 
shear connectors for quadricon 
prefabricated jointing members. 

A similar award was shared by 
four people for developing 
transistorised gear box con¬ 
troller. The inventors arc Mr. 
D.N. Sastri, Mr C. M. Krishna- 
murthy, Mr C.S. Ramachan- 
dran and Mr R. Vaidhya- 
nathan of Bangalore. 

In respect of import substi¬ 
tutes, Mr R. Shroff of United 
Phosphorous, Gujarat, received 
a gold shield for developing 
red phosphorous. Mr M.S. 
Rama, Mr K.K. Ahuja and 
Mr S.K. Vig jointly got a 
cash award of Rs 6,000 for 
developing aircraft refuellers 
of 45 kilolitre capacity for 
jumbo jets. A silver shield 
and a bronze shield were also 
awarded to Indian Oil Cor¬ 
poration, Bombay, and Mohin- 
dra Owens of Poona, respec¬ 
tively, for the same work. 

Export Award for ITC 

India Tobacco Co. Lid recei¬ 
ved a Chemicals & Allied 
Products Export Promotion 
Council badge for export of 
paper and packaging material 
from the Chairman of the 
Council, Mr G.U. Mehta, on 
the occasion of the council's 
annual meeting held in Bom¬ 
bay on December 28, 1973. 

India Tobacco Co. ltd 
continues to break new gro¬ 
unds in export. It has 
embarked on an ambi¬ 
tious plan to boost non-tradi- 
tional exports. It is already one 
of the largest exporters of 
marine products. Other items 
include diverse products such as 
paper and packaging material, 
myrobalan, bicycles, engine¬ 
ering products, silk and hand- 
loom fabrics, finished leather 
products, branded tea bags, 
manufactured and blended cut 
tobacco, etc. The total export 
of ITC group including leaf 
tobacco in 1973-74 will amount 
to Rs 20 crores, equivalent 
to over one per cent of India's 
total exports. The opening of 
an ITC office in New York is 


evidence of the company's 
determination to explore wider 
opportunities for export. 

Indo-Soviet Trade 

The Trade Protocol for 1974 
between India and the Soviet 
Union was signed recently in 
New Delhi, envisaging a trade 
turn-over of about Rs 670 
crores. The volume of trade 
between the two countries was 
of the order of Rs 430 crores 
in 1953. The trade protocol 
was signed by Mr l.T. Grishin, 
deputy minister of Foreign 
Trade of Soviet Union and Mr 
Y.T. Shah, Secretary, ministry 
of Commerce on behalf of 
their respective governments. 
According to the trade plan for 
1974 Soviet Union will supply 
sufficient quantity of kerosene, 
fertilizers, industrial raw mate¬ 
rials and components and spare 
parts for Soviet assisted pro- ‘ 
jeets in India. In addition the 
USSR will provide, newsprint, 
asbestos, palladium, rolled 
steel products, /inc nickel, 
copper, sulphur, etc. and some 
quantity of sunflower seed oil. 

Export from its country will 
include traditional commodities 
like de-oiled cakes, cashew ker- 
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dels, tea, coffee spices, tabacco 
handicrafts, etc and large num¬ 
ber of non-traditionai commo¬ 
dities like engineering goods, 
cotton textiles, woollen knit¬ 
wear , ready made garments 

rage, equipment, storage bat- 

ics detergents hand tools, 
footwear, cigarettes power 
cables, surgical instruments 
alumium etc. The discussions 
also encompassed expansion 
and diversification of trade re¬ 
lations between the two count¬ 
ries. The preparatory round 
4 rf*talk$ was held in Moscow in 
November 1973 and the long¬ 
term framework of trade and 
economic relations between the 
two countries were discussed 
in Delhi at the time of the visit 
of Soviet leader Mr L. Brezh¬ 
nev. The final round of talk 
was held in Delhi from January 
II to January 21, 1974. 

Soviet-Built Tanker 
Received 

M. T. Visvesvaraya, first 
of three tankers being built by 
Baltic Shipyard of Leningrad 
for the Shipping Corporation 
of India, was delivered to the 
owners recently in the USSR. 
The 16,300 dead weight tonner 
tp currently loading foodgrains 
for India. On arrival to this 
country, the tanker will be 
handed over to the Indian Oil 
Corporation on charter for 
carrying petroleum products 
along the Indian coast. The 
vessel has a service speed of 
16 knots and has the highest 
classification of the Lloyds 
Register of Shipping. With 
the acquisition, of this vessel, 
the SCI has now a fleet of 102 
%ssel$ of nearly 215 million 
DWT. 

Indo-Romanian Panel 

The trade turnover between 
India and Romania would 
Jpcreasc to Rs 60 crores in 
1975 and reach Rs 100 crores 
in 1980, it was announced at 
the end of the six-day visit 
of Mr Manea Manescu, Roma¬ 
nian Vice-Chairman of the 
Council of Ministers and Chair¬ 
man of the State Planning 
Committee. A statement issued 
stated that several fields were 
identified for mutually bene¬ 
ficial cooperation. The major 
is are: oil field equipment, 


coal and lignite mining equip¬ 
ment, certain refinery units, 
petrochemicals and pesticides, 
power generation, machine 
tools, castings, improvement in 
animal husbandry and live¬ 
stock practices and cultivation 
of sunflower. 

The two countries also agreed 
to promote projects in third 
countires. Earlier Mr Manescu 
and External Affairs minister 
Mr Swaran Singh signed an 
agreement setting up an inter- 
govememtnal joint commission 
for economic, scientific and 
technical cooperation. 

lndo-Bangladesh Trade 

A Bangladesh trade team is 
expected in the country to 
review the trade and balance 
of payment position between 
the two counties. The visit 
will be taken advantage of to 
ascertain the exact quantity 
of newsprint that will be 
available from Bangladesh dur¬ 
ing 1974. Bangladesh is al¬ 
ready committed to supply by 
April, 7,000 tonnes of news¬ 
print to India. This country is 
hoping to get another 5,000 
tonnes by the year end, making 
a total of 12,000 tonnes. 

Counter-exports to 
Afghanistan 

The union government has 
extended the deadline for ful¬ 
filling the counter-export obli¬ 
gation in relation to imports 
effected under the Indo-Afghan 
trade. A public notice issued 
recently, however, made it 
clear that extension is valid 
only against imports effected 
till February 28 last year and 
cannot be utilised for entering 
into fresh import commitments. 
The last date for fulfilling coun¬ 
ter-export obligations expired 
on November 30, 1973, but 
since importers have experi¬ 
enced difficulties in obtaining 
shipping space for the cargo 
from Bombay to Karachi and 
made representation about it, 
extension of counter-export 
obligation was allowed. 

P»n African Paper 

Unit Ready 

Final touches are being 
given to Kenya's biggest 
investment project since inde¬ 


pendence—the £17 million Pan 
African Paper Mills. The mill 
with a 30 per cent participation 
by the Orient Paper Mills, 
when switched on, k expected 
to cut down 65 per cent of 
Kenya’s paper imports, it will 
produce annually 45,000 tons 
of printing, writing and pack¬ 
aging paper and paper boards. 

A severe shortage of paper 
and spiralling paper prices have 
focussed attention on the early 
completion of the plant. Acco¬ 
rding to the general manager 
Mr H.K. Mundhra, the mill 
will go on stream in Septem¬ 
ber or October this year. 
Investors include the Kenya 
government, the International 
Finance Corporation, Orient 
Paper Mills Ltd, The East 
African Development Bank and 
Kenyas Industrial and com¬ 
mercial Development Corpora¬ 
tion. 

Protein Unit 
In Maharashtra 

A Hungarian firm, Inter- 
Cooperation Company Ltd, will 
study the possibility of setting¬ 
up a one crore rupees green 
leaf protein plant in the coope¬ 
rative sector in Maharashtra. 
According to an agreement 
signed recently by the firm 
with two sugar cooperatives 
in the state*—Satpuda Tapi 
Parisar Sahakari Sakhar Kar- 
khana (Dhulia) and Sanjivani 
Sahakari Sakhar Karkhana. 
fAhmednagar). The firm will 
send its representatives to 
Maharashtra to undertake 
the feasibiity study for a joint 
venture. The project involves 
processing and crushing of 
sugarcane tops and banana 
leaves as also green grass to 
produce nutritious cattle feed. 

Franc Devalued 

The franc wenCTIown in 
foreign exchange markets re¬ 
cently and the Bank of France 
had to rush to its defence. The 
float was announced on the 
night of Saturday, January 19. 
This has been prompted by 
France’s deep concern over 
financial impact of the inter¬ 
national oil crisis. Before the 
market opened on Monday, 
January 21, the franc was down 
hy six per cent against the dollar 


and five per cent against the 
pound sterling. By the end of 
the day, the drop was reduced 
against the dollar to five per 
cent, and against the pound to 
four per cent. 

Bullion Prices 

Gold reached nearly Rs 500 
per tola (Rs 428 per 10 grams* 
on January 2), in the wake of 
a strident rise of Rs 34 during 
last six days. Silver crossed the 
Rs 900-mark, an all-time peak. 
Silver coins, loo, soared to new 
heights at Rs 960 per 100 pieces. 
The upsurge in gold is attri¬ 
buted to restricted contraband 
supply and higher overseas ad¬ 
vices in the wake of distrubed 
world monetary conditions. 

Indo-Bulgarian 

Cooperation 

India and Bulgaria have 
drawn up a blueprint for ex¬ 
tensive cooperation in indus¬ 
trial ventures in the two coun¬ 
tries and abroad during the 
week long discussions With 
a 12-membcr Bulgarian dele¬ 
gation in New Delhi recently. 
The blueprint covers coopera¬ 
tion in a variety of spheres 
such as chemical, pharmaceuti¬ 
cal, machine building, electro¬ 
nics, food processing and 
metallurgical industries. India 
agreed in princip.c to a Bulga¬ 
rian proposal for creating a 
working group on electronics 
under the proposed Indo-Bul- 
garian commission and ex¬ 
change technical data on some 
of the proposals. The scope 
for Bulgarian assistance in 
setting up regional computer 
centres was also considered. 

The visiting delegation 
also agreed to an Indian 
request to expedite submission 
of the project report for the 
Hindustan Copper Corpora¬ 
tion’s Ghatsila refinery ex¬ 
pansion programme. The Bul¬ 
garian team also indicated that 
it would buy from India elec¬ 
trical equipment for use in 
machine tools and offered to 
send a detailed statement of 
its requirements by the end of 
March next. In the sphere of 
railway wagons and coaches, 
the two sides agreed to have a 
group of Bulgarian experts 
due to visit India next month 
and prepare a long term 
programme. 
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COMPANY 

AFFAIRS 


Indian Oxygen 

The demand for oxygen plants 
of Indian oxygen has been 
Quite heavy and the company’s 
order book is now fairly full. 
During the year ended Septem¬ 
ber 30, 1973 three oxygen 
plants manufactured by the 
company were supplied to cus¬ 
tomers. With a view to enlarge 
the scope of its manufacturing 
activities the company has re¬ 
cently finalised a collaboration 
agreement with Cryoplants 
^Ltd, London, for acquiring 
technical know-how for the 
manufacture of low pressure 
tonnage air separation plant and 
nitrogen generators. It is 
earnestly hoped that the central 
government will accord its 
approval to this collaboration 
so that the company could 
make yet another significant 
fatep forward towards self-suffi¬ 
ciency. Two new companies 
have recently been formed with¬ 
in the BOC group — one to 
take full advantage of the high 
growth potential in the world¬ 
wide market for medical equip¬ 
ment and supplies and the other 
to coordinate and rationalise 
the development and manufac¬ 
ture of welding products to 
take advantage of potentials in 
new world markets. The com¬ 
pany is maintaining close asso¬ 
ciation with these two compa¬ 
nies and there are already signs 
of benefits flowing to the com¬ 
panies and there are already 
signs of benefits flowing to the 
company. Orders have been ob¬ 
tained for the export of cer¬ 
tain products to several count¬ 
ries including some in western 
Europe. The company sub¬ 
mitted some time back to the 
government applications for 
several industrial licences. 
While the government's deci¬ 
sions in respect of some of those 
are still awaited, an intensive 
exercise is underway for de¬ 
velopment and diversification 
of the company’s activities, 


bearing specially in mind the 
new industrial policy announ¬ 
ced by the government in Feb¬ 
ruary, 1973. Certain projects 
have been identified which 
satisfy all the major require¬ 
ments of the government policy. 
These are currently under de¬ 
tailed study and it is hoped that 
the company will shortly be in 
a position to submit applica¬ 
tions for industrial licences and 
other related clearances. 

Warner- Hindustan 

Wamcr-Hindustan’s efforts 
to reach a higher export target 
for 1973, have amply been re¬ 
warded. It exported products 
worth Rs 14 lakhs during 1973 
compared to less than Rs 10 
lakhs daring 1972, or an in¬ 
crease of a much as 42 per 
cent. Products exported in¬ 
clude pharmaceuticals, chemi¬ 
cals, chewing gum and chewing 
gum base, besides consumer 
products such as Waterbury's 
Compound and Solans to mar¬ 
kets in the Gulf, Africa, Sri 
Lanka and eastern Europe. 
The highlight of the year was a 
breakthrough in the exports of 
non-traditional items such as 
Chiclets chewing gum to count¬ 
ries like Yugoslavia, Hungary 
and Czechoslovakia. 

MICO 

Exports of Motor Industries 
Co. Ltd., reached an alUime 
high level of Rs 36 million in 
1973, a two-fold increase over 
the previous year’s figures. As 
in the past, the bulk of the ex¬ 
ports went to West Germany. 
However, exports to south¬ 
east Asian and east-European 
countries rose significantly. 
Promising enquiries for further 
exports have been received from 
the USSR and Czechoslovakia. 
In recognition of MICO’s ex¬ 
port achievements in 1972-73, 
the All India Automobile & 
Ancillary Industries Association 


presented an award io th 
company recently. 

United Phosphorous 

Until United Phosphorous 
Private Ltd started making 
red phosphorous in 1969, the 
country had to depend for all 
its supply on imports. Mr 
Rajju Shroff an enterprising 
young man, braved the ha¬ 
zards of producing this highly 
inflamable product and suc¬ 
ceeded in doing so. He de¬ 
signed and made his own indi¬ 
genous plant with indigenous 
know-how at nearly onc-tcnth 
of the cost the foreign com¬ 
panies had quoted. Work pro¬ 
ceeded apace from design to 
commission, and within less 
than a year the first consign¬ 
ment of red phosphorous left 
the factory in early 1970. To¬ 
day United Phosphorous can 
produce 700 tonnes a year and 
meet the entire requirement of 
the country, totally eliminat¬ 
ing the import which earlier 
used to be of the order of forty 
lakhs of rupees a year. Still in 
its infancy, it is the first 
company in the small-scale 
field to have won the Award 
of the Gold Shield from the 
Import Substitution Board. 
The company is continuously 
engaged in exploring newer 
utilities and research and de¬ 
velopment are at the core of its 
activities. Substantial work is 
currently in progress in a wide 
range of phosphorous-based 
acids, dye intermediates, phar¬ 
maceuticals etc. 

TELCO 

The output of commercial 
vehicles manufactured by the 
Tata Engineering and Loco¬ 
motive Company Ltd during the 
third quarter October-Decem- 
ber, 1973, was 5,523 units as 
compared to 6,241 units pro¬ 
duced during the corresponding 
period of last year. The cumu¬ 


lative output for the curreni 
year, April-Decembcr 1973, wa$ 
16,326 units as compared to 
14,997 units produced during 
the corresponding period ot 
the previous year. 

Unit Trust 

During the second quarter 
of the current year i.e. from 
October 1 to December 31, 
1973 unit of the face value 
of Rs 4.70 crores were sold 
under Unit Scheme 1964 with 
9,491 new investors joining the 
Trust as compared to Rs 3.00 
crores under 7,738 applications 
during the corresponding 
period of the last year. With 
the sales of Rs 19.42 crores in 
the first quarter, the total sales 
upto December 31, 1973 agg¬ 
regated Rs 24.12 crores which 
exceeded the record sales of 
Rs 23.03 crores of the entire 
previous year. Of the current 
quarter’s sales, about Rs 8.57 
lakhs was invested by non¬ 
residents under 96 applications 
and an amount of Rs 11.83 
lakhs was invested under the 
Children’s Gift Plan under 423 
applications. During the same 
period units of the face value 
of Rs 91.66 lakhs were re¬ 
purchased. The corresponding 
figure for the last year was Rs 
74.75 lakhs. The total number 
of unit holders registered with 
the Trust as on December 
31, 1973 was 5,31,562, the total 
amount invested in units being 
about Rs 144 crores. 

The Unit-linked Insurance 
Plan under the Unit Scheme 
1971, also made good progress 
during the quarter. Four hun¬ 
dred and eighty-nine new app¬ 
licants joined the Plan for a 
total business of about Rs 38,81 
lakhs; the corresponding figure 
for the last year was 253 appli¬ 
cations for a total business of 
Rs 20.34 lakhs. 

Indian Oil 

Mr Kamaljit Singh, Manag¬ 
ing Director, Indian Oil Cor¬ 
poration (Marketing Division) 
pleaded for conserving 
energy and for a ‘’cautious uti¬ 
lisation of energy resources” 
in the coming years. Presiding 
over the 14th annual general 
meeting of the Corporation, 
Mr Kamaljit Singh said that 
international developments had 
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at one stroke increased steeply 
the foreign exchange drain on 
the country for import of 
crude oil and other petroleum 
products. India along with 
several oilier nations* had no 
alternative hut to tighten its 
belt, he observed. Referring to 
the progress of the Corporation 
for the year 1972-73* he said it 
was one of “sustained pro¬ 
gress”. Despite such progress, 
he said, signs were evident of 
great strains in the national 
economy and a steep increase 
in cost of living which had its 
influence on the style and work¬ 
ing of the Corporation. The 
Corporation was also called 
upon to shoulder increasingly 
higher responsibilities towards 
society, he added. The sales 
turnover of the Corporation 
stood at Rs 096 crores as 
against Rs 862 crores in the 
previous year. The total vo¬ 
lume of products sold increased 
from 13.68 million kilolitres to 
16 million kilolitres with an 
overall market participation 
increasing from 54.2 per cent 
to 59.2 per cent. Referring* to 
the performance of the refine¬ 
ries, Mr Kamaljit Singh said 
that the Gauhati refinery, for 
the first time, had commenced 
production of low-sulphur fuel 
oil and also liquefied petrole¬ 
um gas. The Rarauni refinery 
oil and also liquefied petro¬ 
leum gas. The Barauni refinery 
processed 2.39 million tonnes 
of crude oil as against 2.28 
million tonnes during the pre¬ 
vious year. A major scheme for 
revamping the Barauni Re¬ 
finery to process imported 
crude and to achieve capa¬ 
city of 3.4 million tonnes per 
annum had already been work¬ 
ed out, he said. The Gujarat 
refinery processed 3.73 mil¬ 
lion tonnes of crude oil and 
schemes were on the anvil for 
exmnding the capacity of the 
refinery to 7.3 million tonnes 
a year. A Central Services 
Organisation had been set up 
to improve the general work¬ 
ing of all refineries and to 
oiler technical ad\ke to them. 
The Ceylon Petroleum Corpo¬ 
ration of Sri Lanka had also 
subscribed to this Centre for 
pooling the available expertise. 
About the performance of the 
pipelines. Mr Kamaljit 
Singh said that the Guuhati- 
Siliguri. Barauni-llaldia, Hal- 


dia-Maurigram and the KLoyali- 
Ahmcdnbad product pipelines 
transported a total quality 
of 3.23 million tonnes during 
the ye*»«\ The Haldia-Mauri- 
gram product pipeline was also 
commissioned during the year 
and this pipeline transported 
more than six lakh tonnes of 
products. For a continuous 
and efficient maintenance and 
monitoring of pipeline opera¬ 
tions, the Corporation had 
taken steps to introduce the 
most modern ultru-high-fre- 
queney telecommunication sys¬ 
tem for the Haldia-Barauni- 
Kanpur product nipline. 

Mr Kamaljit Singh also 
made a reference to the const¬ 
ruction of a new refinery near 
Mathura with an initial capa¬ 
city of six million metric ton¬ 
nes. Preliminary steps had 
been taken to commence the 
actual construction of the 
Mathura Refinery as early as 
possible. About Lhe marketing 
activities of the Corporation, 
Mr Kamaljit Singh said that 
besides the existing network 
of 16 port installations, 8 pipe¬ 
line installations, one inland 
installation and J15 bulk de¬ 
pots, the Corporation had 
commissioned storage facili- 
lilies for use by railways, ce¬ 
ment companies, fertilizer units 
and the State Trading Corpo¬ 
ration. Additional storage fa¬ 
cilities were schcdulec to be 
commissioned at Mangalore, 
Tutieorin and Bombay. Mr 
Kamaljit Singh said that Cor¬ 
poration’s retail trade made 
impressive progress during the 
year. The Corporation had, 
at the end of the year, 3311 re¬ 
tail outlets which were render¬ 
ing service to the motoring 
public all over the country. 

News and Notes 

(Expansion and diversification) 

Rollatainers 1 td, is embar¬ 
king on an amlitions ex¬ 
pansion programme which 
envisages raising the produc¬ 
tion capacity of its plant for 
the manufacture of prelmed. 
hermetically scaled cartons 
from 60 million cartons to 120 
million cartons per year. The 
company has undertaken the 
expansion in view of the grow¬ 
ing internal market for its 
products and the fad that its 


present capacity has been fully 
booked by Brooke Bond fill 
1982. To raise part of the re¬ 
sources required for the im¬ 
plementation of the project 
the company will soon be in the 
capital market by offering to 
the public for subscription 
equity shares worth Rs 5 lakhs. 
The balance of Rs 131 lakhs 
to finance this Rs 1.36 crore 
project will be met from inter¬ 
nal sources of Rs 37.40 lakhs, 
a loan from TCJC1 of Rs 20.60 
lakhs and through borrowings 
to the tune of Rs 73 lakhs. 
Having the benefit of the tech¬ 
nical collaboration of Cckapae 
International of Sweden, the 
company hopes to declare an 
equity dividend of 15 per 
cent for the years 1975-76 
to 1977-78 and step it up to 20 
per cent thereafter. 

New Issues 

Assam Carbon Products 
Ltd., which is setting up at 
Gauhati a Rs. 1.53-crore project 
for the manufacture of elect- 
rographitised and resin bonded 
grades of carbon block with an 
installed capacity of one lakh 
kg per annum, will shortly be 
entering the capital market. 
It will offer for public subscrip¬ 
tion 2.60 lakh equity shares of 
Rs 10 each and 7,500 - 

9.5 per cent - redeemable 
cumulative preference shares 
of Rs 100 each both at par. 
The object of the present issue 
is to raise a part of finance 
required for the proposed pro¬ 
ject for which the company has 
entered into a technical colla¬ 
boration agreement with Mor- 
ganitc Carbon Ltd., of the 
UK. The directors of the 
company claim that the plant 
will be the first of its kind in 
India and with the implementa¬ 
tion of the project, the company 
expects to be in a position to 
cover the entire range of elect¬ 
rical carbon blocks and brushes 
commonly required. The prin¬ 
cipal users of these products are 
the railways, power generating 
stations, steel plants, paper, 
cement and the automobile 
industry, including defence 
vehicles. The company hopes 
to declare a maiden equity di- 
vidfend by 1976-77. 

The impressive record of 
operations of Iodian Alumi¬ 


nium (Indal) right since its 
conversion into a public limited 
in March, J945, can be expected 
to make its public issue, which 
is coming in the market on* 
January 29, resounding suc¬ 
cess. The company is raising 
Rs 6.7 crores new capital 
through the issue of 31, 90,477 
ordinary shares of Rs 10 each 
at a premium of Rs 11 per 
share. Out of this issue, 
12,42,132 shares have already 
been offered to the cxistirt|f 
Indian shareholders who were 
registered by the company 
by November 20, 1973, in the 
proportion of one ordinary 
share for every five held. Two 
lakh shares have been reserved 
for allotment to the Unit Trust 
of India, 1,89,670 shares for 
the Life Insurance Corporation 
of India and 100,000 shares for 
the Indian employees of 
company. The number of 
shares being offered to the 
public is 14,56,576. A sum of 
Rs 10 per share is to be paid 
by the prospective investors on 
application and the remainder 
Rs 11 in nol more than two 
calls within a year of the date 
of allotment. The list closes on 
February 8 or earlier at th^, 
discretion of the directors ot 
the company but not earlier 
than January 3!. 

The proceeds of the issue 
arc to be utilised for meeting 
part of the rupee expenditure 
on the expansion of the com¬ 
pany’s Belgaum smelter from 
the present 40,000 tonnes ca¬ 
pacity per annum to 60,000 
tonnes and augmenting corres¬ 
pondingly the alumina-making' 
facilities, bauxite mining and 
fabrication capacity. The en¬ 
tire project is estimated to 
cost Rs 20.10 crores, with a 
foreign exchange component 
of Rs 90 lakhs. All arrange¬ 
ments for the balance finance 
required have already been 
completed. The expansion of 
the Belgaum smeller and the 
alumina manufacturing facili¬ 
ties is expected to be completed 
before the end of 1974. Some 
production from the expansion 
programme is likely to be 
available even by the middle 
of this year, as one of the two 
new pot-rooms to be estab¬ 
lished will be ready for trial 1 
production in May. Licences 
for putting up adilional fab- 



rictttion * facilities have been 
applied for. 

Starting with aluminium 
sheet rolling facilities at Belur, 
near Calcutta, in 1941, with a 
capacity of 2,500 tonnes per 
jimum, Indal today has as 
many as nine production units 
located in six states of the 
country —* West Bengal, Bihar, 
Orissa, Kerala, Maharashtra 
and Karnataka. They have 
installed capacities to produce 
annually 90,170 tonnes of pri- 
I friary aluminium metal, 29,500 
tonnes of rolled sheet pro¬ 
ducts, 3,760 tonnes of extruded 
products, 5,000 tonnes of pro- 
perzi rod and 2,500 tonnes of 
foil products. Actual produc¬ 
tion under the present govern¬ 
ment regulations can exceed 
the licensed capacities by 25 
per cent, except in the case of 
properzi rod where Indal has 
t an ad hoc permission of the 
government to produce 10,000 
tonnes per annum. The com¬ 
pany also has installed capa¬ 
city to produce 800 tonnes each 
of aluminium powder and paste 
annually. The Bclgaum smel¬ 
ter is envisaged to be expanded 
ultimately to a capacity of 
100,000 tonnes of primary 
I, metal. 

In view of the scarcity of the 
metal at present in the country, 
which is likely to continue lor 
several years, as well as the ex¬ 
pected 10 per cent or so annual 
growth in the consumption 
of aluminium, the company 
is not likely to F encounter 
any difficulty in marketing its 
products. Besides, as a sequel 
to the sharp rise in aluminium 
^ prices the world over, there is 
a considerable scope for ex¬ 
port of aluminium products, 
including the primary metal. 

The company's gross block 
at the time of independence 
in 1947 was worth only Rs 1.9 
* crores and its sales at that time 
aggregated to Rs 69 lakhs. 
In 1972, whereas [sales went 
up to as much as Rs 44 crorcs, 
the gross block grew to as 
much as Rs 78 crores. The 
company has been paying 
handsome dividend on its 
ordinary shares — 14 per cent 
in 1968, 1969 and 1970, 17 per 
cent in 1971 and 14 per cent 
in 1972 on expanded capital 


base after a bonus issue. The 
price control on the aluminium 
industry since May 24, 1971, 
has, indeed, been pretty strin¬ 
gent as no allowance has been 
made in the controlled price 
for the rise in cost of produc¬ 
tion. But the controlled price 
is expected to be stepped up 
by the government shortly not 
only to conpensate the industry 
for the rise in costs since 1971 
but also to allow for generation 
of internal resources. 

A good deal of thought is 
also being bestowed by the 
government on power supplies 
to the industry, for power input 


accounts for nearly 30 per cent 
of the cost of aluminium manu¬ 
facture. The industry, no 
doubt, has suffered somewhat 
in the recent past due to in¬ 
adequate power supplies. The 
suppliers of electricity have 
also raised the demand for 
higher tariff. Fully realising 
the importance of aluminium 
industry for the economy, the 
government is seized of the 
power supply problem. A 
satisfactory solution to it, 
therefore, can surely be ex¬ 
pected soon. 

Tiger Locks Limited is en¬ 
tering the capital market on 


January 2# to raise Rs Si) la Mis 
through the issue at par of 
400,000 equity shares of 
Rs 10 each and 10,000 9.5 per 
cent cumulative redeemable 
tax free preference shares of 
Rs 100 each. The list closes on 
February 8 or earlier at the 
discretion of the directors of 
the company but not before 
January 31. The proceeds of 
the issue are proposed to be 
utilised for setting up a modern 
factory cat Ourgaon, in Har¬ 
yana, for the manufacture of 
sophisticated knob-m-key door 
locks, door closures, builders* 
hardware, brass pin cylinder 
locks, chromium plated bath- 


May be the sun is 


for your .skin, 

Ipf;';:■ P '.s ■■ * ■. jr.l 



but is it good for your suit ?. 

Constant exposure to the sun can give your 
suit that old look. It gets faded end dull. It toaee 
that newness, that elegance! A Jiyajee Suiting hae 
that brightness of colour, that fastness of colourl 
A Jiyajee Suiting has that lustre and a 
Wide range to offer. Yes. e Jiyajee Suiting 
can take the sun and a lot morau 


mm ^SUITING 

SHRTMG & DRESS MATERIALS 
JIYAJEE RAO COTTON MILLS LTD. BIRLANAGAR. (M. P> 


EASTERN ECONOMIST 


145 


January 25. 1974 



<n>n» (itlings and otlicr pro¬ 
ducts. The construction of the 
actor)' has already been taken 
n hand. Estimated to cost 
*<s 1.1X crores the project is 
ixpccted to go into production 
Dy the end of 1974. An over¬ 
whelming proportion of the 
Surguon unit's production will 
DC exported: the company has 
ilrcady secured large export 
Drders. Jt has taken over a run¬ 
ning partnership firm of Ali¬ 
garh namely, Indian Imple¬ 
ments Manufacturing Co., and 
proposes to take over two 
other concerns Tiger Products 
(Pi Ltd, and Anchor Press¬ 
ings private I td also of 
Aligarh. The three Aligaih 
units have alrcay established 
their name in the country and 
have been showing good pro¬ 
fitability, 'faking into consi¬ 
deration the export orders of 
these concerns also, the total 
export orders in company's 
hands are worth over Rs .! 
croies. The promotes c\ 
pect that the return on capital 
employed m the company will 
be adequate enough to pay a 
fairly handsome dividend to 
shareholders. In view of the 
Gurgaon unit being primarily 
export-oriented, it is not likely 
to experience any power dilll- 
cultics, 

Capital and Bonus 
Issues 

Consent has been accorded 
to nine companies to raise capi¬ 
tal amounting to oxer Rs 1.40 
crorcs. following are the de¬ 
tails: 

Garwarc Plastics Pvt* 
ltd, Bombay, has been gran¬ 
ted consent, valid for three 
months, for issue <>l bonus 
shines worth Rs 5.70 lakhs 
only. 

Satellite fcngg. Ltd, Ahme- 
dabad, has been aceoulcd con¬ 
sent, valid for three months, 
to capitalise Rs two lakhs out 
of its general reserve anil issue 
fully paid equity shines of Rs 
It) each as bonus shares, in the 
proportion of one bonus share 
for every three equity shares 
held. 

Ion Exchange (India) Limi¬ 
ted, Bombay, has been accor¬ 


ded consent, valid lor? three 
months, to capitalise Rs 10 
lakhs out of its general re¬ 
serve and issue fully paid equi¬ 
ty shares of Rs 10 each, as 
bonus shares, in the ratio of 
one bonus share for every three 
equity shares held. 

I find Containers Private Limi¬ 
ted, Calcutta, has been granted 
consent, valid for three months, 
lor capitalising reserves worth 
Rs three lakhs only for making 
the existing privately paid 
shares as fully paid up (Rs 10/-). 

Dalai Engineering Private 
Limited, Bombay, lias been 
given consent, valid far three 
month., for issue of bonus 
shines worth Rs 5 lakhs only. 

*\< ,,i .r‘di C lundcMfs & firlili- 
zer. Limii.d, J >dh«:;a, (Gujarat) 
has been Miv.m an iic'.now 
r.ienl to Uinr si dement of pre»- 
p» sals, valid for it period of 
1.7 mouths, foi issue of equity 
sh u\n woith Rh \\ lakhs and 
preference sljarcs worth Rs 
25 lakhs only. The proceeds 
of the issue are to be utilised 
to meet a part of the cost of 
the lS'.ue are to be utilised to 
meet a part of the cost of 
Maleio Anhydride Project to 
he set up in their existing pre¬ 
mises at Udhna, Dist. Surat 
(Gujarat). 

Kliatati Junker Limited, Bom¬ 
bay, has been accorded con¬ 
sent, valid for 12 months, to 
issue privately further capital 
of Rs J.60 lakhs in equity shares 
of Rs 101) each at par. T he pro¬ 
ceeded of the issue 'vj II be uti¬ 
lised for purchasing the balanc¬ 
ing and testing equipments. 

Widia (India) Ltd, Bangalore 
for issue of share capital of 
Rs 2 08,400 dividend into 
2,084 equity shares of Rs 100 
each as rights shares at pre¬ 
mium of Rs 140 per share, 
for the purpose of meeting 
a part of the cost of expansion 
of their existing capacity. 

Traco Carbide Limited, Cal¬ 
cutta, has communicated to 
government its proposal to 
issue capital under Clause S 
of the Capital Issues (Exemp¬ 
tion) Order, 1%0 to the value 


of Rs 56 lakhs (including Rs 
22 lakhs already subscribed) 
divided into 5.60 laklw equity 
shares of Rs 10 each, or cash 
at par, to be subscribed pri¬ 
vately by promtoers etc. for 
providing finance for setting 
up a plant for the manufac¬ 
ture of Calcium Carbide. 

Company Meeting 

Indian Oxygen Ltd: Registered 

Office, Oxygen House, P 34 


Turalnln Road, Calcutta 
700053; February 12; 3.30 
P.M. 

Interim Dividend 

Hmdoostan Spg. & Wvg., 
Mills Ltd, has proposed an 
interim equity dividend of Rs 
12.50 per share or five per 
cent for the year ending March 
31, 1974. The company had 
paid a total dividend of 20 per 
cent for 1972-73. 


Dividends 


(Per cent) 


Name of the com - 
puny 

Year ended 

Equity dividend de¬ 
clared for 



Current 

Previous 

• 


year 

year 

Ili;»h.r dividend 

Kirloskui Cummins 

New City or Bombay 

Manufacturing Co. 

Sept. 30, 1973 

15.0 

10.0 

Ltd. 

Dec 31, 1973 

10.0 

6.0 

1 Gujarat Machinery 




Manufacturers 

Sept 30, 1973 

10.0 

Nil 

Phosphate Company 

June 30, 1973 

12.5 

7.0 

Same dividend 




Vn/ir Sultan 

Sept 30, 1973 

25.0 

25.0 

R.J. Shah & C'o. Ltd. 

June 30, 1973 

Nil 

Nil 

Shalimar Rope Works 

June 30. 1973 

Nil 

Nil 

C'hallapalli Sugars 

June 30, 1973 

10.0 

10.0 

Voltas Lid 

August 31, 1973 

17.0* 

17.0 

Spun Pipe and Cons¬ 




truction 

July 31, 1973 

6.5 

6.5 

Reduced dividend 




Poison Ltd. 

March 31,1973 

Nil 

10.0 

Jay Engineering 




Works 

March 31, 1973 

8.0 

10.0 


„ *On enlarged capital. 
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Wholesale 


‘Edible oils* recorded a rise of 
2.3 percent to 358 6 owing to 
an increase in the prices of 
gingelly oil, coconut oil and 


mustard oil. However, the price 
of groundnut oil declined. 
Lower prices of fish brought 
down the sub-group index for 
‘fish, eggs und meat' by 3.9 per 
cent to 385.0 not withstand- 
ding a rise in the prices of meat. 
The sub-group index for ‘sugar 
and allied products' moved up 
by 1.1 per cem to 300.3 due 
to a rise in the prices of gur 
although the price of khand- 
sari witnessed a fa!!. Lower 
prices of spices and condiments, 
tea and bctelnuts brought 
down the sub-group index 
for ‘other food articles 1 by 


2.7 percent to 199,2. How 
ever, the prices of cofYe* 
and processed food moved up. 

Liquor and tobacco 

Enhanced prices of liquo 
and raw tobacco pushed uj 
the index for this group b 

1.8 per cent to 249.1. 

Fuel, power, light and 
lubricants 

The index for this group ros 
by 0.1 per cent to 194.6 du 
to an increase in the prices o 


prices 

The oifiriAL wholesale prices 
as measured by the official 
index (with the year ended 
March, 1962 as 100) registered 
a rise of 2.1 per cent to 255.4 
per cent during October, 1973 
when compared to 250.3 per 
cent for September, 1973. Du¬ 
ring the month under review al¬ 
most all the constituent groups 
showed increases vi/, ‘food ar¬ 
ticles’ (1 1.1) per cent, iiquor 
and tobacco* (•( 1.8) per cent, 
‘fuel, power, light and lubri¬ 
cants' L 1-0.1) per cent, ‘indus¬ 
trial raw materials (~{ 4.1) per 
cent, ‘machinery & transport 
equipment* (-f0.9.) per cent 
and ‘manufactures,’ ({-3.6.) 
per cent. The index for ‘chemi¬ 
cals’ however declined by 0.8 
per cent. 

Food articles 

The sub-group index for 
‘cereals* moved up by 0.3 per 
cent to 266.8 due to an increase 
in the prices of rice and barley 
although the prices of jowar, 
bajra, mai/e and ragi declined. 
Higher prices of ail the pulses 
(except arhar which showed 
nominal fall) raised the sub¬ 
group index for ‘pulses’ by 
4.6 per cent to 410.7. On the 
whole, the sub-group index 
for ‘foodgrains' moved up by 
1.4 per cent to 292.9. The 
sub-group index for ‘fruits & 
vegetables' rose by 2.2 per 
cent to 282.4 per cent due to 
an advance in the prices of 
potatoes, onions and oranges. 
The price of bananas, however, 
fell. The sub-group index for 
‘milk & milk products* advan¬ 
ced by 2.8 per cent to 310.4. 


Index Numbers of Wholesale Prices of Groups & Sub-groups 

(Base: 1961-62 

«10C 

Groups & sub-group 

October 

September 

October 

Percentage rise *4 

) or 


*73 

'73 

*72 

fall (- -) in Oct. 73 





over Sept. over 
’73 

Oct. 

72 

Food Articles 

'>99.5 

295.3 

247.4 

ii.i 

1 21. 

Foodgrains 

29 2 9 

288 9 

254.5 

■! 1 4 

1 15, 

Cereals 

266.8 

265.9 

235 8 

[0.3 

•1 13. 

Pulses 

410.7 

Y) 8.8 

3.38.4 

i 4.5 

1 31. 

Fruits & vegetables 

282.4 

276.4 

223.4 

j 2.2 

•| 26. 

Milk & milk products 

210.4 

301.9 

239.4 

■1 2.8 

-| 29. 

Fdihle oils 

258.6 

350.4 

231.2 

4 2.3 

■1-53. 

Fish eggs & meat 

285.0 

400.6 

268.1 

1 .3.9 

| 43. 

Sugar & allied products 

200.2 

297.0 

307.6 

i II 

I 2. 

Others 

199.2 

204.7 

163.2 

-2.7 

- J -22. 

Liquor & tobacco 

249.1 

244.6 

239.3 

■|J.8 

1-4. 

Fuel, power, light & lubricants 

194.6 

194.5 

180.2 

-l-o. 1 

-1 8. 

Inpustrial raw materials 

306.3 

294.2 

205.4 

f 4.1 

-) 49. 

Fibres 

239.0 

219.8 

166.1 

-| 8.7 

■(•4.3. 

Oilseeds 

384.7 

370.6 

238.9 

1 3.8 

I 61. 

Minerals 

145.0 

145.0 

139. 1 

Nil 

-1-4. 

Others 

274.0 

277.1 

209 3 

1.1 

-1-30. 

Chemicals 

211.3 

213.1 

199.3 

' 0.8 

-|-6. 

Machinery 8c transport equipment 

181.1 

179.4 

168.4 

40.9 

•f 7. 

Electrical machinery 

182.4 

179.4 

171.0 

* 1.5 

-f-6. 

Non-cicctrical machinery 

196.5 

194.7 

178.8 

0.9 

9. 

Transport equipment 

152.4 

151.6 

147.4 

■ 0.5 

■ -3. 

Manufactures 

206.8 

199.6 

175.9 

3.6 

-{-17. 

Intermediate products 

276.9 

258.9 

209 8 

1 7.0 

• -32. 

Finished products 

189.9 

185.3 

167.5 

f- 2.5 

• -13. 

Textiles 

188.8 

184.3 

168.0 

2.4 

— 12. 

Cotton manufactures 

183.6 

179.8 

165.4 

2.1 

-11. 

Jute manufactures 

195.1 

189.1 

184.3 

- -3.2 

-1-5. 

Silk A rayon manufactures 

175.0 

165.8 

127.4 

-5.5 

-(37. 

Woollen manufactures 

324.7 

324.7 

212.0 

Nil 

-1-53. 

Coir mats & mattings 

201.4 

201.4 

187.8 

Nil 

-(-7. 

Metal products 

226.4 

215.2 

200.0 

-1 5.2 

1-13. 

Non-mctallic products 

190.0 

185.3 

161.7 

*1 2.5 

-(•17. 

Chemical products 

170.3 

167.1 

155.0 

4-1.9 

-1-9. 

Leather products 

107.3 

107.3 

99.1 

Nil 

-1-8. 

Rubber products 

J63.5 

161.3 

159.3 

-fl. 4 

-f-2. 

Paper products 

147.1 

144.4 

137.3 

-1-1.9 

+7. 

Oil cakes 

329.1 

334.1 

219.5 

-1-1-5 

(-49. 

Miscellaneous products 

132.6 

131.9 

124.3 

1 0.5 

+6. 

All commodities 

255.4 

250.3 

210.4 

f 2.0 

-1-21. 


Sourc* : Office of the Economic Adviser, Ministry of Industrial Developmen 





‘O 

Itricating oil, rectified spirit 
ai castor oil. 
n 

^ustrial raw materials 

^lighcr prices of raw cotton, 
Jtsta, raw wool and con fibre 
iXsed the sub-gioup index 
^ fibres' by 8.7 per cent to 
').() although the prices of 
„ jute, raw hemp and raw 
Jk declined. The sub-group 
^□cx for ‘oilseeds’ moved up 
3.8 per cent to 384.7 due 
” a rise in the prices of almost 
the oilseeds, except ground¬ 
ed which fell. ‘Minerals’ re- 
! Vined unchanged of its earlier 
*Snths level of 145.0. A fall 
'j.l per cent io 274 0 in 
sub-group index for ‘other 
jtiiistrial raw materials’ was 
JJused by lower prices of raw 
J !ins, and lac. However the 
j'ices of raw hides moved up. 

jioraicals 

c Lower pnccs of sulphuric 
ttid, nitric acid and bleaching 
Qwdcr brought down the index 

1 Index o 

j 

t 

< 

< 


for this group by 0.8 per cent 
to 211.3. 

Machinery and transport 
equipment 

The sub-gioup index for 
‘electrical machinery ’moved up 
by 1.5 per cent to 182 4. The 
index for * non-electrical machi¬ 
nery* rose by 0.9 pw*r cent to 
196.5 due to an increase in 
the prices of tools and imple¬ 
ments and machinery other 
than electric. ‘Transport equip¬ 
ment’ also advanced by 0.5 
per cent to 152.4 owing to 
a rise in the prices of vehicles. 

Manufactures 

Manufactuics group com¬ 
prising of (a) intermediate 
products and (b) finished pro¬ 
ducts went up by 3.6 per cent 
to 206 8. 

Intermediate products 

Ihe index for ‘inImmediate 
products’ advanced by 7.0 per 
cent to 276.9 due to an increase 

Industrial Production, Jan-June, 


in the prices of cotton yarn, 
rayon yarn, coir yarn, leather, 
pig iron, semis, *inc, brass 
sheets, copper sheets, tin, lead 
and linseed oil. 

Finished products 

Higher prices of silk and 
rayon manufactures( +5.56 par 
cent to 175 0), jute manu¬ 
factures (+3.2 par cant), to 
195.1) and cotton manufactures 
(+2.1 per cent to 183.6) 
raised the sub-group index 
for ‘textiles* by 2.4 per 
cent to 188,8. The indices 
for.woollen manufactures and 
coir mats and mattings stood 
stationary at their previous 
month’s levels of 324 7 and 
201.4 respectively. The sub¬ 
group index for ‘metal pro¬ 
ducts’ went up by 5.2 per 
cent to 276.4 owing to an 
increase in the prices of iron 
and steet manufactures, cutlery 
and hardware and aluminum 
utensils The sub-grup index 
for linn-metallic products, 

1973- -(Groupwise) 


January—June 


rose by 2.5 percent to 190.0 
due to an increase in the price 
of cement, bricks and tiles and 
pottery goods. ‘Chemical 
products’ also rose by 1.9 
per cent to 170.3 owing to a 
rise in the prices of fertilisers, 
paints and varnishes, dyeing 
materials and essential oils. 
‘Leather products’ stood statio¬ 
nary at its previous mon¬ 
th’s level of 107.3. ’Rubber 
products’ moved up by 1.4 
per cent to 163.5 due to 
an increase in the prices of 
other rubber products. The 
index for ‘paper products’ 
moved up by 1.9 per cent 
to 147.1. ‘Oilcakes* drifted 
lower by 1.5 per cent to 329.1. 
The sub-group index for 
‘miscellaneous products’ ad¬ 
vanced by 0.5 per cent to 132.6 
due to an increase in the prices 
of plastic materials and lamps 
and lanterns. On the whole, the 
index for ’finished products’ 
advanced by 2.5 per cent 
to 189.9 during the month 
under review. 


(Base: 1960-100) 
Percentage change in 


, Group 

Weight 

1971 

1972 

1973 

January 

'-June 

■ 




(Prov.) 

1972 

1973 






971 

1972 

General Index (Crude) 

100.00 

184.1 

197.7 

196.2 

{7.4 

-4). 8 

Electricity generated 

5.37 

352 8 

398.4 

369.1 

| 11.5 

— 6.2 

Mining «fc quarrying 

9.72 

153.6 

166.3 

168.7 

{-8.3 

-(-1.4 

Manufacturing 

84.91 

177.0 

188.9 

188.3 

K>.7 

-0.3 

Food manufacturing 

12.09 

156.6 

152.0 

151.6 

---2.9 

—0.3 

Beverage <& tobacco 

2.22 

177.2 

169.9 

165.2 

-4.1 

-2.8 

Textile manufacturing 

27! 06 

103. I 

112.4 

It)/. 3 

1-9.0 

—4.5 

Cotton textile 

21.18 

102.9 

110.4 

106.4 

■{ 7.3 

- 3.6 

Jute textile 

3.97 

92.2 

100.6 

90.2 

+9.1 

—10.3 

Footwear manufacture 

0.21 

161.3 

165.3 

157.3 

1-2 5 

-4.8 

Wood & cork 

0.80 

246.8 

239.7 

157.2 

-2.9 

—34.4 

Paper products 

1.61 

217.4 

234.6 

208.0 

+ 7.9 

- 11.3 

Leather &furpioduels 

0.43 

59.2 

59.2 

73.3 

— 

+ 23.8 

Rubber products 

2.22 

216 7 

253.4 

231.1 

■M6.9 

—8.8 

Manufactuie of chemicals 

7.26 

251.0 

302.6 

302.0 

(-20.6 

—4). 2 

Petroleum refinery products 

1.34 

303.2 

316.8 

307.2 

•{4.5 

—3.0 

Non-metalhc minerals 

3.85 

204.8 

220.8 

220.4 

• -7.8 

—0.2 

Basic metal industries 

7.38 

209.3 

223.9 

219.6 

• -7.0 

-■1.9 

Manufacture of metal products 

2.51 

255.1 

229.5 

249.5 

- -10.2 

+8.9 

Manufacture of non-electrical 






+13.0 

machinery 

3.38 

365.5 

393.9 

445.0 

+7.8 

Electrical machinery 

3.05 

399.0 

433.5 

432.2 

—8.6 

-4).3 

Transport equipment 

7.77 

123.1 

J32.8 

149.3 

--7.9 

+12.4 

Miscellaenous industries 

1.23 

122.9 

79.4 

40.8 

—35.4 

--48.6 
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Reserve Bank of India 


(Rs lakhs) 


Scheduled Commercial Banka 


(Rs lakhs) 


Dec. 28 
1973 


A week A month A year 

ago ago ago 


Issue department 
Notes held in bank¬ 
ing department 
. Notes in circulation 
v, Total notes issued 
J Gold coin and bullion 
Foreign securities 
Rupee coin 
Government of India 
rupee securities 
^Banking department 
Deposit of central 


52,33 

5,639,19 

5,691,52 

182,53 

101,74 

11,90 


41,60 

S,688,04 

5,729,64 

182,53 

101.74 

10,02 


34,78 

5,590,14 

5,624,92 

183,53 

101.74 

10,31 


4,92 

4,794,34 

4,799,26 

182,53 

171,65 

20,73 


5,395.35 5,435,35 5,330,34 4,424,34 


government 

56,81 

60,65 

55,44 

64,03 

Deposits of state 





government 

6,13 

6,81 

13,63 

10,96 

Deposits of banks 

680,71 

695,99 

777,42 

310,98 

Others deposits 

76,64 

90.62 

76,50 

89,35 

Other liabilities 

1,246,50 

1,230,27 

1,219,94 

1,039,51 

Total liabilities or 





assets 

2,066,78 

2,084,34 

2,142,93 

1,514,84 

Notes and coins 

52.39 

41,67 

34,88 

5,03 

Balances held abroad 

241,24 

241.22 

222,14 

158,90 

Loans and Advanbcs to: 




State governments 

173,56 

175,38 

148,68 

132,94 

Scheduled coni- 





mercial banks 

2.11.38 

220,85 

97,64 

8,54 

State cooperative banks 349.50 

339,50 

325,02 

351.56 

Other loans and 





advances 

173,86 

174,15 

168,09 

107,05 

Bills purchased and discounted 




Internal 

109,53 

93,76 

55,46 

86 

> Government trea- 





sury bills 

218.39 

220,74 

278,35 

260,62 

Investments 

463,12 

503,29 

760,76 

420,34 

Other assets 

73,81 

73,78 

51,90 

. 69,01 

Money Supply wl 

Week ended 



1972 




Dec. 28, 
1973 

A week 
ago 

A month 
ago 

A year 
ago 

1. Demand de¬ 
posits 

4,136,43 

4,124,20 

2,056,7 S 

3,631,80 

2. Time deposits 

5,815,87 

5,799,86 

5,731,58 

4,748,78 

3. Aggregate de¬ 
posits 

9,952,30 

9,924,06 

9,788,33 

8,380,58 

4. Borrowings from 
Reserve Bank 

211,39 

220,85 

97,64 

8,54 

5. Cash 

261,73 

256,73 

263,47 

260,33 

6* Balances with 
Reserve Bank 

662,40 

680,86 

761,49 

297,61 

7. Cash and ba¬ 
lances with 
Reserve Bank 

924,13 

937,59 

1,024,96 

557,94 

8. Investment in 
government 
securities 

2,354,08 

2,361,10 

2,316,42 

2,174,67 

9. Advances 

5,641,25 

5,619.41 

5,375,42 

.'4,614,93 

10. Inland bills 

purchased and 
discounted 

897,23 

916,09 

919,97 

724,46 

11. Foreign bills 
purchased and 
discounted 

325,17 

312,46 

286,01 

230,80 

12. Total bank 
credit 

6,863,65 

6,847,96 

6,581,40 

5,570,19 

Percentage of 
(7) to (3) 

9.29 

9.45 

10.47 

6.66 

(8) to (3) 

23.65 

23.79 

23.67 

25.95 

12( to (3) 

68.97 

69.00 

67.24 

66.47 


Source: Reserve Bank of India 
(Rs crorcs) 


1973 



Dec 22 

N ov 23 ___ 

Nov 30 

Dec 7 

Dec 14 

Dec 21 

Moij&y supply with the public 

8,531 

’9,971 

9,950 

10,061 

10,145 

10,137 

Currency with the public 

4,947 

5,779 

5,733 

5,833 

5,876 

5,838 

Other deposits with the Reserve Bank 

51 

34 

40 

35 

66 

55 

Bank money 

3,533 

4,158 

1,177 

4,193 

4,203 

4.244 

Factors affecting money supply (1-j 2 | 3-| 
l. Net bank credit to govrnment sector 

4—5-6) 

7,313 

8,762 

8,767 

8,831 

8,726 

8,631 

(a) Reserve Bank's net credit to 

government sector 

5,088 

6.362 

6,360 

6,415 

6,313 

6,179 

(b) Banks' credit to government sector 2,225 

2,400 

2,407 

2,416 

2,413 

2,452 

2. Net bank credit to commercial sector 1,827 

2,082 

2,084 

2,150 

2,209 

2,340 

Of which: Bank's* net credit to 

commercial sector (a—bl 

1,614 

1,766 

1,761 

1,815 

1,865 

1,973 

(a) Claims on commercial sector 

6,550 

7,771 

7,796 

7,888 

7,941 

8,072 

(b) Non-monetary liabilities of banks 

4,936 

6,005 

6,035 

6,073 

6,076 

6,099 

3. Net Foreign exchange assets of 

banking sector 

509 

531 

512 

517 

524 

531 

4. Government’s net currency 

liabilities to the public 

426 

459 

452 

454 

454 

452 

5. Net non-monctary liabilities of 

the Reserve Bank 

1,043 

1,214 

1,240 

1,218 

1,232 

1,229 

6. Residual 

501 

649 

625 

673 

536 

588 


"‘Excluding Reserve Bank Source: Reserve Bank of India 
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Consumer l*rice Index Numbers for Industrial Workers 


Centre 

1965- 

1967- 

1968- 

1969- 

1970- 

1971- 

1972- 

1972 




1973 





66 

68 

69 

70 

71 

72 

73 - 
















Sept 

Mar. 

Apr. 

May 

June 

July 

Aug. 

Sept. 






(Base: 

1949= 

100) 








/ 

All-India 

169 

213 

212 

215 

226 

233 

251 

253 

263 

269 

277 

283 

295 

300 

30^ 






(Base: 

I960* 

= 100) 








'i 

All-India 

~ 

— 

174 

177 

186 

192 

207 

208 

216 

221 

228 

233 

243 

247 

248] 

Ahmedabad 

130 

168 

165 

169 

176 

181 

198 

192 

219 

222 

224 

230 

236 

233 

2421 

Alwaye 

145 

183 

198 

197 

198 

202 

215 

215 

219 

226 

239 

260 

275 

287 

273 

Asansol 

140 

168 

176 

178 

189 

194 

206 

210 

212 

216 

222 

226 

234 


_. 

Bangalore 

144 

172 

180 

183 

186 

194 

212 

210 

228 

234 

243 

247 

250 

258 

275 

Bhavnagar 

132 

173 

176 

178 

186 

194 

217 

212 

244 

253 

258 

256 

266 

260 

266' 

Bombay 

130 

162 

167 

175 

182 

190 

203 

203 

212 

217 

225 

230 

235 

227 

228 

Calcutta 

131 

163 

170 

172 

182 

187 

197 

202 

200 

‘ 204 

211 

213 

217 

220 

222 

Coimbatore 

132 

151 

147 

154 

163 

177 

189 

187 

197 

199 

201 

204 

210 

211 

212 

Delhi 

136 

172 

178 

185 

199 

211 

222 

222 

231 

235 

241 

250 

256 

259 

264 

Digboi 

138 

198 

185 

180 

189 

188 

198 

198 

207 

209 

216 

222 

222 

232 

230 

Gwalior 

139 

191 

179 

184 

191 

197 

214 

215 

230 

243 

244 

249 

263 

265 

258 

Howrah 

137 

178 

181 

176 

186 

191 

206 

210 

211 

212 

218 

219 

225 

229 

234 

Hyderabad 

140 

167 

173 

185 

189 

195 

211 

210 

224 

229 

239 

205 

255 

253 

247 

Jamshedpur 

136 

183 

171 

170 

183 

187 

202 

207 

209 

217 

2 24 

229 

258 

249 

244 

Madras 

134 

151 

150 

160 

170 

182 

203 

199 

212 

213 

217 

221 

226 

226 

224 

Madurai 

128 

146 

148 

162 

183 

193 

206 

201 

209 

212 

218 

221 

228 

231 

231 

Monghyr 

151 

215 

. 185 

188 

205 

204 

225 

232 

232 

249 

255 

256 

264 

— 

— 

Mundakayam 

138 

173 

186 

191 

197 

199 

210 

213 

211 

218 

237 

252 

267 

279 

269 

Nagpur 

138 

164 

166 

176 

187 

192 

203 

204 

207 

210 

217 

220 

259 

260 

261 

Saharanpur 

141 

188 

176 

181 

186 

196 

213 

211 

222 

222 

228 

232 

241 

— 

—# 

Sholapur 

128 

165 

167 

176 

185 

198 

216 

214 

232 

240 

248 

259 

281 

275 

281 




Source: Labour Bureau, Govt, of India 
Consumer Price Index Numbers for Urban Non-Manual Employees 

(Base: 1960=100) 



1965- 

1967- 

1968- 

1969- 

1970- 

1971- 

1972- 

1972 



1973 




66 

68 

69 

70 

71 

72 

72 

— 















July 

Feb. 

Mar. 

Apl. 

May 

June 

July 

All-India 

132 

159 

161 

'*167 

174 

180 

192 

192 

196 

199 

202 

207 

211 

216 i 

Bombay 

132 

153 

156 

162 

168 

172 

183 

186 

186 

191 

195 

201 

206 

208 

Delhi-New Delhi 

131 

154 

162 

168 

174 

180 

190 

192 

192 

193 

195 

198 

205 

208 

Calcutta 

126 

152 

156 

162 

170 

174 

180 

181 

180 

181 

184 

189 

193 

197 

Madras 

133 

154 

154 

161 

175 

188 

204 

200 

211 

213 

214 

218 

222 

224, 

Hyderabad-Sccundcrabad 

133 

155 

159 

167 

174 

180 

195 

191 

204 

206 

208 

218 

216 

220 

Bangalore 

Lucknow 

133 

156 

160 

164 

172 

180 

194 

190 

201 

204 

206 

212 

215 

220 

132 

159 

156 

161 

166 

174 

185 

186 

190 

193 

192 

198 

202 

207< 

Ahmedabad 

131 

160 

162 

168 

171 

173 

188 

183 

198 

203 

205 

212 

218 

221 

Jaipur 

133 

162 

168 

176 

183 

188 

205 

204 

210 

214 

216 

221 

227 

233 1 

Patna 

139 

170 

174 

180 

191 

190 

199 

198 

202 

203 

205 

209 

216 

219 

Srinagar 

134 

160 

167 

174 

184 

191 

200 

199 

201 

203 

204 

205 

206 

209 

Trivandrum 

131 

165 

168 

172 

178 

184 

196 

195 

205 

206 

208 

213 

218 

225 

Cuttack-Bhubuneswar 

142 

164 

167 

169 

176 

184 

196 

198 

196 

198 

200 

206 

208 

214 

Bhopal 

133 

166 

166 

172 

180 

188 

204 

207 

208 

210 

213 

215 

224 

233 

Chandigarh 

129 

155 

164 

171 

178 

183 

194 

395 

193 

198 

198 

200 

206 

209 

Shillong 

123 

155 

163 

164 

166 

175 

183 

184 

185 

196 

193 

191 

196 

202 
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People and the 
politicians 


In ms addruss fo the nation broadcast on 
the eve of Republic Day. the President, 
while taking note of the deepening pover¬ 
ty, the increasing unemployment unci 
..... Ihe risin 8 prices which are provoking 

mdustrial disputes, political disturbances and social tensions in the countrv. counselled 
Predictably that agitations did not solve problems. Mr C.iri's advice has the merit of 
^phasizing the obvious. Where it fails is in not being of much help to the public in 
'^ing beyond its collective nose. It is true that agitations do not solve problems but 
equally evident that problems will have to be solved. The people no doubt should 
bftare in the responsibility for solving them but the lion's share of that responsibility 
clearly belongs to the government if for no other reason than that the problems have 
been largely the consequences of a failure on its part in its self-appointed rolr as the sole 
jtgshitect of the country's economic progress or social well-being. 


F 

f fn the name of economic planning and the pursuit of socialism the parly, which 
is in power at the centre and in most of the slates today, lias for some twenty-five years 
or more been pursuing economic or socio-economic policies which, whether it haspro- 
moled socialism or not, has certainly not been successful in placing the country firmly 
on the path to self-sustaining economic development or social welfare. On the contrary, 
,the proportion of the poor in the population has been increasing at a faster late than 
iihe total population itself. It shows that the rate of economic growth has not even been 
keeping pace with the rate of increase in the population This is a truly lamentable state 
of affairs especially since the Indian economy has been sliding backwards in this manner 
(luring a period in the history of the world economy when so many other countries have 
been able to increase substantially both their national wealth and their national well- 
being. 


The President himself has acknowledged that more and more essential commodities 
arc increasingly in short supply and that, as the days go tv., the people in th?ir millions 
r e finding it increasingly difficult to make both ends meet because of the rising prices. 
>od riols or other expressions of popular discontent or distress no doubt cannot con- 
y^- bute towards relieving the situation and the government of the day is certainly under 
\ obligation to curb violent demonstrations or otherwise maintain law and order. But, 
Ding exercised or while exercising its authority for this purpose, the government ought 
^-|S>e able to convince or persuade the people that it is also simultaneously taking steps to 
J,il with the problems of inflation, scarcity and economic stagnation, Unfortunately, 
r President dearly is in no position to assure the public thai the government may be 
ed upon to fufil its duty in this respect. It is significant that Mr Gin's address 
tains no pledge or promise at all on behalf of the government that the economic 
■$ijblcms of the country will be dealt with effectively in the immediate future. 


Viewed against this background the decision taken at the beginning of this week 
by the government of Gujarat lo enlist the help of the army for restoring law and order 
n the state capital clearly amounted to a confession thai, in dealing with the people's 
jprotest against food shortages or high food pi ices, the authorities felt that the only 
fcpurse open to them was to meet force with greater force. Quite clearly Ihjj* Is not how 
ft, responsible government is intended to function in a democratic political order and 
he question must arise whether it is at all permissible for the state ministry lo continue 
to be in power once it has been so clearly demonstrated that its capacity to communi- 
|ate with the people in a civilized manner has collapsed so utterly. It is not suggested 
here that there has already been created in Gujarat a situation in which the party now 
in power has lost its title to rule, bur what must be stated very firmly is that its present 
Chief minister and his team have most certainly lost their credentials to be in control of 
administration. Before anything else is done or not done by the central govern- 
ifcnl to help normalize public life in Gujarat, the prime minister owes it to the high 
affice she occupies to bring about the exit of this ministry. Otherwise, the President's 
sermon to the public to avoid demonstrations and agitations will not be worth the breath 
te has expended on it. The people have the right to insist on mutuality of obligations. 
F their protests are to remain peaceful and constitutional, the politicians in power, 
m their part, will have to be immediately responsive to popular expressions of loss of 
onfidence in or withdrawal of trust from them. 


We realize, of course that even if Mrs Gandhi might admit to herself that it would be 
act of political immorality for the present ministry in Gujarat to continue in office, 
i may choose not to do anything about it for fear that it would hurt her or her party's 
Crests. Gujarat has always been an unsure link in her chain of political power and she 
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may well fed that she must at all costs 
maintain a textbook show of doggedcness 
in coping with politics in that state. She 
might consider it even rhore important 
that, on the eve of the fateful election in 
Uttar Pradesh, she can but ill afford politi¬ 
cal conduct of a kind which may be inter¬ 
preted as a display of weakness on her 
part, but there are surely more things in 
heaven*or on earth than arc to be regarded 
merely in terms of expediency. It is even 

More exports 
from eastern 
region? 

Prof. D. P. Chattopadhyaya, the union 
Commerce minister, recently exhorted 
industrialists in the eastern region to 
augment substantially their exports to the 
Gulf States. Inaugurating the two-day 
seminar on exports from eastern India, 
organised by the Bharat Chamber of* 
Commerce in Calcutta, on January 12 
and 13, in collaboration with the govern¬ 
ment of West Bengal, Prof. Chattopa¬ 
dhyaya highlighted the products which 
the states in this part of the country 
could sell in larger quantities to the Gulf 
States. He pointed out that the exports 
of jute goods to Iraq, Kuwait and Iran 
at present accounted for only about 
eight crores of rupees and he suggested 
that these could be increased significantly 
in the coming months. He observed 
that the oil producing countries were 
expanding their fertiliser industry which 
would create an increased demand for 
hessian. He also urged the industrialists 
to explore the possibility of setting up 
some jute factories for producing hessian 
in these countries. 

The minister’s emphasis on the impor¬ 
tance of stepping up the exports of jute 
goods to the Gulf States was indeed 
timely. But in view of the disruption of 
production caused by the erratic supply 
of power and the strained labour rela¬ 
tions, it is doubtful if the jute industry 
will be able to step up exports in a big 
way in the immediate future. Prof. 
Chattopadhyaya also indicated vast scope 
for increasing the export of tea to the 
Gulf States, He disclosed that our tea 
exports to Iraq, Kuwait and Iran last 
year were valued only at about eight 
crores of rupees. But their demand for 
tea was quite substantia] and the minis¬ 
ter stressed the need for an intensive tea 
promotion campaign- The Tea Board 
therefore should give special attention to 
this region. Sri Lanka’s tea has been 
gaining increased popularity in some of 
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possible to argue that since she is already 
under heavy suspicion in the country of 
always seeking to place her and her party’s 
political interests above the public inte¬ 
rest, the prime minister may even stand to 
gain now by acting in a manner which 
could suggest that there are, after all, 
occasions when she is not unwilling to 
order her priorities differently. Paris may 
be worth a mass. Mr Chimanbhai Patel, by 
the same token, must be far less valuable. 

these countries because of competitive 
prices and more imaginative publicity 
while east African tea has also been 
gaining ground. The Commerce minister 
saw great prospects for promoting the 
export of engineering goods to the oil- 
producing countries. But a major handi¬ 
cap in increasing the export of engineer¬ 
ing goods seems to be their non-availabi¬ 
lity in sufficient quantities at competitive 
prices and the lack of shipping space. 

The states of the eastern region espe¬ 
cially West Bengal, Bihar, Orissa and 
Assam do have immense potential for 
increasing their exports to the Gulf 
States and to the other parts of the world. 
But there is no indication yet to show 
that the eastern states are making ener¬ 
getic and coordinated efforts in promot¬ 
ing their exports. Each of them has 
been attempting to develop its economy 
in its own way without seeking the active 
cooperation of the other states. West 
Bengal, for instance, set up a Planning 
Board about two years ago but so far it 
does not appear to have given any special 
attention to the problems of export pro¬ 
motion. Nor has it made any attempt 
to find out in what directions the other 
states of the eastern region are trying to 
develop their economies. Close coope¬ 
ration among them will prove immensely 
beneficial to the region as a whole and 
to the states individually. But no one 
seems to be taking the initiative in this 
matter. In March last year all the slates 
and the union territories of the eastern 
region held a convention in Calcutta to 
promote tourism. This was the first of its 
kind to be held t in this part of the 
country which was inaugurated by Dr 
Karan Singh, the then minister for 
Tourism. Many constructive suggestions 
were made at this convention for giving 
a vigorous boost to tourism in this 
region. But till now none of its impor¬ 
tant recommendations have been imple¬ 
mented and the states and the union 
territories of the eastern region, despite 
their enormous tourist potential, continue 
to remain rather indifferent to its promo¬ 
tion. 

Doubt therefor* arises whether the 
seminar on exports from the eastern 
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region will be followed by effective and 
coordinated steps by the state govern 
meats. So far as West Bengal is edit* 
cemed, it will be a creditable achievement 
if it at least succeeds in maintaining 
current level of exports of its traditi 
items such as jute goods and tea. 
law and order situation in West Bei 
has, of course, improved considerably 
but this has not yet helped to bring ajfybut 
the rapid revival of its economy. / Mr 
Tarun Kanti Ghosh, the state’s 
mercc and Industry minister, said 
Calcutta recently that the basic problem 
facing industry was the lack of confidence 
among entrepreneurs. He complg|!n|d 
that investors were not coming fbrwtuji 
in West Bengal and that letters of intent 
and licences were lying unutilised. But 
is not the present government of West 
Bengal itself responsible to a great extent 
for this kind of situation? Its chief 
minister, Mr Siddhartha Shankar Ray, 
played no small part in the nationalist* 
tion of coal industry which has done so 
much to shake investors* confidence 
this part of the country. The it 
Bengal government seems to think that 
it has no responsibility in discouraging 
trade unions from constantly demanding 
the nationalisation of ihe jute and tea 
industries. Tt has done little to improve 
the availability of electricity. The feet 
that even in the cold weather citizensjtod 
industrial units continue to face proldgg* 
ed periods of sudden load shedding 
some idea of the gravity of the pi 
situation, Intense rivalry among, 
unions has also been a severe impedi: 
to industrial production and expansion. 
The state government therefore hg%t0 
take a series of bold steps in sqtjnfal 
directions if it is to play an impPr^ 
role in the country’s export promotion. 

Mr K. L. Chowdhury, President of the 
Bharat Chamber of Commerce, in bis 
address to the seminar, drew attention tc 
certain deficiencies of the Calcutta port. 
He said that in this port which setVed 
the bulk of the exports from eastern 
India, bonded warehousing facilities were 
limited. Many shipping lines did not 
call at Calcutta port and regular shipping 
services were not available from here to 
certain destinations. Port charges conti¬ 
nue to be high and labour unrest fre¬ 
quently disturbed its operations. He 
observed that the development of Haldia 
and Paradip ports was being looked upon | 
“with anxious expectation” but the delay 
in executing these projects was causing 
“serious handicap”. Until a few years 
ago, the Calcutta port accounted for near¬ 
ly 70 per cent of the country’s export of j 
engineering goods. But at present this 
share has been reduced to about 17i 
cent. The government of India tt 
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fore should give proper attention to the 
working of the ports in the eastern region 
and to the problems faced by industries 
in getting timely and adequate supplies of 
raw materials. 

' Mr Chowdhury also referred to the 
vast export potential of the eastern region 
especially of non-traditional goods such 
as engineering products, chemicals and 
related items, handicrafts, preserved fruits, 
ready-made garments, and timber-based 
products. He suggested that the state 
governments should organise special cells 
from which the exporters could get the 
necessary guidance and assistance. But 
are such celts really necessary when there 
are so many export promotion councils 
and commodity boards and the nationalis¬ 
ed banks are also expected to help ex¬ 
porters in various ways? The pasi 
experience of such cells does not seem 
encouraging. For example, the West 
Bengal government set up over a year 
ago a cell to promote exports to Bangla¬ 
desh. But til] now it docs not seem to 
have been of any particular assistance 
to those who wanted to develop their 
trade with Dacca. In fact, it appears 
that such states as Maharashtra have 
been able to sell more goods to Bangla¬ 
desh than West Bengal! But Mr 
Chowdhury’s plea on behalf of merchant 
exporters deserves favourable considera¬ 
tion. He said that merchant-exporters 
were often handicapped under the exist¬ 
ing procedures. They were liable to sales 
tax for which there was no provision 
for refund on the goods exported. Be¬ 
sides. the merchant exporters did not get 
any credit for the business booked by 
them even where the manufacturers con¬ 
cerned did not want to claim any benefit 
out of such transactions. 

Dr P. N. Sinha, minister for Industry 
of Bihar, told the seminar about the 
problems faced by the exporters of his 
state. He said that Bihar’s export in 
1969-70 was worth about Rs 69.35 crores 
against the country’s total export of 
Rs 1413 crores or only 4.2 per cent. He 
disclosed that the government of Bihar 
was taking several measures to promote 
exports, especially the products of small 
industries. Mr Sinha made some specific 
suggestions which New Delhi should 
consider sympathetically. He pointed 
out that consignments booked from Patna 
to Howrah took several weeks, which 
upset the shipping schedules and created 
difficult warehousing problems in Cal¬ 
cutta, He therefore urged the need to 
ensure prompt movement of export con¬ 
signments by the railways. The Bihar 
jnmistcr also suggested the evolution of 
t scheme to subsidise the freight charges 
In the goods transported by trucks. This 


problem is faced not only by Bihar but 
also by other states. Whether this kind 
of subsidy is feasible and desirable has 
to be examined careftilly from various 
angles. Meanwhile, the state govern¬ 
ments should consider in whai ways they 
can, by their joint efforts, rationalise and 
reduce the burden of taxation on road 
transport. 

The other state governments of the 
eastern region did not seem to have 
shown a keen interest in the proceedings 
of the seminar. But New Delhi should 
see to it that all the states in this area 
make serious and continuous efforts to 

Nationalisation: 
yes and no 

The government of India has eventually 
decided to acquire a substantial controll¬ 
ing interest in the equity capital of 
completely foreign-owned oil firms in this 
country. It has been decided against 
complete nationalisation of the oil refin¬ 
ing and marketing organisations imme¬ 
diately perhaps due to the feeling that it 
will be helpfiil to have the minority 
participation of foreign interests in the 
existing oil firms as the expertise is need¬ 
ed for oil refining in which field techno¬ 
logy is being considerably improved 
continually. It is desirable also to esta¬ 
blish a new relationship which will ensure 
supplies of crude oil from the existing 
sources. TJie announcement by the 
union minister for Petroleum and Chemi¬ 
cals, Mr D. K. Barooah, recently about, 
the intention of the government to acquire 
74 per cent of the equity shareholding of 
ESSO refinery, the Marketing Organisa¬ 
tion and Lube India on a negotiated basis, 
did not come entirely as a surprise though 
it was not anticipated that the govern¬ 
ment would be taking a decision in this 
regard at a time when there is a critical 
situation in oil availability and it is 
difficult to visualise at this stage how 
the internal trade in oil will develop in 
the coming years. 

It has apparently been thought advis¬ 
able to achieve complete nationalisation 
oven a period and respect also the exis¬ 
tence of a special agreement with the 
three refineries in the private sector which 
expires only in 1979. Under the arrange¬ 
ment now proposed, the foreign interests 
will be allowed to have a strategic pro¬ 
portion of 26 per cent of the equity 
capital of the ESSO refinery and the 
Marketing Organisation. In Lube India, 
which is jointly owned by the ESSO and 
the government as equal partners, the 


augment their exports, the central 
government should actively assist them 
to explore their export potential, develop 
their infrastructure, publicise their pro¬ 
ducts abroad, help them to participate in 
foreign fairs and exhibitions and also give 
them opportunities to send trade dele*: 
gations and receive business missions from 
abroad. In view of the new urgency and 
importance of export promotion. Prof. 
Chattopadhyaya should take special 
interest in the problems confronting the 
manufacturers and merchants in the 
eastern region so that they can contri¬ 
bute significantly to the country’s earnings 
of foreign exchange. 

share of the latter is to be increased to 
74 per cent. It has not been indicated 
what will be the compensation announced 
as the price for the acquisition is to be 
negotiated in the next few months and a 
final agreement concluded. It js not 
anticipated however that there will be 
any hitch in these negotiations. Presum¬ 
ably, some price between the net worth 
and the replacement value of the assets 
involved might be fixed which maybe 
advantageous for both the parties. The 
oil interests have already repatriated huge 
profits and only recently the process of 
refining has not been quite remunerative 
while there has been stagnation in the 
activities of the marketing companies. 

The repatriation of the compensation 
amount also is proposed to be effected 
on a staggered basis, it being agreed that 
this amount will be remitted in six annual 
instalments with a moratorium of one 
year. During this period of seven years, 
ESSO has agreed to secure crude supplies 
on the basis of a definite understanding. 
After seven years the balance of 26 per 
cent in the equity capital will be acquired 
by the government enabling the complete 
nationalisation of oil firms. The same 
arrangement will be applicable to Burmah 
Shell and Caltex. It is also noteworthy 
that there will be uniformity in the pat¬ 
tern of ownership in oil refineries a$ the 
foreign interests in the Madras and Cochin 
refineries are not having more than 26 
per cent in their equity capital. 

There is no precise estimate of what 
exactly will be the basis of compensation. 
However, as stated above the bargain 
may be definitely advantageous from the 
national angle and equally beneficial for 
the foreign interests. This is because the 
government is now in a position to plan 
on ambitious lines and request also the 
participants to undertake other forms 
of activity in the petrochemical field. 

The aggregate capacity of the three re¬ 
fineries is over nine million tonnes which 
will cost at least Rs 200 crores if entirely 
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new capacity is to be created. Much of 
the equipment is of course heavily depre¬ 
ciated and its current value will surely 
be less than the amount indicated above. 
The marketing organisations for their 
part will be making readily available 
their installations and retail outlets. Th/se 
can handle much larger quantities than 
they are now doing because the question 
of share of markets for the different 
parties will not be considered so impor¬ 
tant ns hitherto. There may of course 
be a cautious approach in this matter 
for some time as any increase in the earn¬ 
ings of the new organisations as a result 
of pooling arragements may be helpful to 
the foreign participants in securing a 
better return on the residual investment. 

This kind of thinking may of course 
have an inhibiting effect on the implemen¬ 
tation of new schemes. The new orga¬ 
nisation that are proposed to be formed 
for merging the different entities should 
be allowed to have their due role in refin¬ 
ing and marketing activities. There will 
be three amalgamated units one each of 
ESSO, Burmah Shell and Caltcx. The 
refineries in Trombav and Visakhapatnam 
are conveniently located from the point 
of view of marketing petroleum pro¬ 
ducts. And with no immediate prospect 
of additional refining capacity being 
brought into existence, after the Haldia 
refinery goes on stream, it will be highly 
advantageous to expand the capacity of 
these refineries by four to five million 
tonnes. Apart from the shorter time taken 
for implementing these schemes, the 
capital cost involved will be considerably 
less than in the case of entirely new units. 

In spite of the attempts that might be 
made by the authorities to discourage 
consumption of petroleum products it 
will still be necessary to proceed on the 
basis of an annua] growth rate of at least 
eight per cent in the fifth five-year Plan 
period. This will require the creation 
of additional refining capacity of 12 mil¬ 
lion tonnes and even more if sizeable 
imports of petroleum products in deficit 
have to be avoided. The expansion of 
the inland refineries and the coast based 
refineries in the public sector may not be 
adding to refining capacity by more than 
four million tonnes. Even this capacity 
may not be available for three or four 
years, except marginal expansions in 
Madras, Barauni and Koyali. The 
Mathura refinery may not take shape 
before 1978-79. On the other hand, 
the expansion schemes of the private 
sector units can be implemented within 
two years if quick decisions arc taken. 

It is this prospect that should be 
considered most attractive because 
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some proposals have been already made 
by the foreign interests to the govern¬ 
ment and it has also been em¬ 
phasised that fresh capital expenditure 
may be less than $0 per cent of the cost 
of identical new refining capacity. If 
only the foreign interests can agree to 
secure crude supplies on a reasonable basis 
and the government can also use its in¬ 
fluence with the Arab countries to con¬ 
clude long-term agreements on advanta¬ 
geous terms, the crisis in the oil situation 
may not turn out to be so disastrous as 
it is now believed to be. It will be neces¬ 
sary however to intensify oil exploration 
and exploitation in the mainland and 
offshore areas. 

The expert team from the Soviet 
Union which visited the country 
recently, has expressed the view that 
indigenous crude production can be raised 
by two million tonnes annually even with 
the existing proved resources. It has 
even been claimed by the leader of the 
Soviet delegation that self-sufficiency in¬ 
respect of crude oil could be achieved in 
a short period if oil exploration was 
carried out in a proper manner. It will 

The downhill 
march 

At the state Industries ministers’ con¬ 
ference held recently in the capital, Mr C. 
Subramaniam, minister for Industrial 
Development, painted a rather dismal 
picture of the economy. He said that the 
country was passing through a difficult 
period and the growth of industrial pro¬ 
duction had been halting with shortages 
emerging for many essential products. In 
order to be able to face all the problems 
and difficulties, he suggested that we should 
“reorganise our production and working 
methods and pattern so as to reduce our 
dependence on imported materials, and 
also so that larger production can be 
achieved with a reduction in the overall 
level of import.” He also said that in some 
of the items in which this country might 
be self-sufficient, a tightening of indigenous 
consumption appeared inescapable in 
order to maximise export earnings to pay 
for the mounting import bill for fuel and 
industrial raw materials. He mentioned 
cement and sugar as two commodities 
whose consumption could be curtailed and 
exports increased to earn valuable foreign 
exchange for the country. 

The oil crisis had descended on the 
country during the last three months but 
the pace of industrial growth had slowed 
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be worthwhile incurring larger expendi¬ 
ture on oil exploration as the government 
is already making huge profits on its 
crude output. 

Oil India also can be asked to inten¬ 
sify its exploration operations after the 
negotiations for reducing the participa¬ 
tion of Burmah Shell in tne equity capital 
of Oil India have been concluded. 
Foreign oil firms should also be allowed 
to undertake exploration in offshore 
areas. As heavy and difficult work is 
involved in proving oil reserves in diffe¬ 
rent regions, the desired progress can only 
be achieved if reliable agencies are in¬ 
volved in these operations which may 
prove to be highly rewarding over a 
period. There is reason to feel that 
American and British interests will be 
prepared to cooperate with our govern¬ 
ment in this work. If the opportunity 
presented by the establishment of new 
cordial relations with international oil 
companies can be effectively utilised for 
increasing refining capacity and intensi¬ 
fying oil exploration, the heavy drain of 
foreign exchange on crude imports now 
dreaded can be significantly minimised. 


down even earlier. The index of industrial 
production had not indicated any signi¬ 
ficant growth in the half-year ending in 
September, 1973. The shortage of power 
all over the country had slowed down the 
wheels of industry. It was discovered that 
gross negligence had been exhibited in the 
maintenance of power generation plants 
leading to frequent breakdowns. It was in 
this connection that Mr Subramaniam 
suggested “drawing up of maintenance 
manuals and the laying down of necessary 
drill for maintenace in respect of each 
major power generating or distributing 
plant.” He suggested that training pro¬ 
grammes should be devised for the opera¬ 
tors and tighter managerial techniques 
should be pressed into service for impro¬ 
ving efficiency in the short run. 

The truth is that the power situation 
is steadily getting out of control of the 
government. Every day reports are being 
recieved from all the states about the failure 
of power generating plants resulting in 
cut-back in production on a sizeable scale. 
For example, according to an order issued 
under the Defence of India Rules on 
January 19, complete power supply to 
Hindustan Aluminium Corporation (Hin- 
dalco) was cut off. The explanation given 
was that the measure had become necessary 
in order to conserve water in R'hand lake. 
The corporation will have to fall back 
upon its own thermal units which will 
give enough power to utilise only half of 
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the installed capacity. And Hindalco was 
not the only, unit In Uttar Pradesh which 
was affected adversely by paucity of power. 
Mdnyjother industrial units itt the state 
had been deprived of their power supply. 
Similar disconcerting tidings had been 
received from other states as well. 

The fall in the volume of electricity 
generated in 1973 over 1972 was expected 
to be of the order of eight per cent as 
against the usual annual increment of 
seven to eight per cent. Consequently, the 
gap between the demand and supply for 
electricity had widened further. It may be 
icsalied that the fourth five-year Plan had 
envisaged an increase in capacity by 9.3 
million KW so as to take the total capacity 
to 23.6 million KW but the achievement is 
not expected to be more than 18.9 million 
KW, indicating a shortfall of 4.7 million 
KW. Undoubtedly, there was need to 
attend to better maintenance of the electri¬ 
city generating plants but unless the pro¬ 
gramme for the installation of new plants 
was accelerated, the shortage of electri¬ 
city would continue to cripple industrial 
expansion. 

The policy of seeking the cooperation 
of state industrial corporations (SICs) in 
furthering industrialisation received a set- 
tack in 1973. Shortages of power, coal and 
other essential inputs have dampened the 
ent husiasm of these corporations. In 1971 
and 1972, these corporations had shown 
considerable keenness in acquiring new 
letters of intent and no less than 120 of 
them had been issued to them by the 
union ministry of Industrial Develop¬ 
ment. In the first eight months of 1973, 
the number of letters of intent had declined 
to 20 only. And not many of the earlier let¬ 
ters of intent have fructified so far for whi¬ 
ch the states have blamed the centre. Mr S. 
Madhavan, the minister of Industries m 
Tamil Nadu, is reported to have complai¬ 
ned that after issuing a letter of intent, the 
centre raised other questions such as 
scarcity of raw materials and adequate 
capacity. And other states at the 
nec supported the point made by Mr 
Madhavan. In Tamil Nadu, there were 
many cases where the centre belatedly 
tried to halt the starting of a new industry. 
In the case of a nylon unit, the plans, made 
by Tamil Nadu had been far advanced 
when it was asked to apply the brakes, it 
is this stop-go policy of the centre wnicn 
has hindered to considerable extent the 
implementation of some of the projects 
assigned to the SICs. Out of 179 letters of 
intent issued to the SICs between 1967 
and 1973, only 22 (as many as seven m 
Punjab) have so far shown signs of being 
implemented. 

Mr Snbrgmamam's emphasis on the 
need for reduced consumption of petroleum 


products was undoubtedly timely, He was 
right when he said that design changes 
needed to be taken up on an priority basis 
wherever there were possibilities of substi¬ 
tuting coal for oil. It is high time that 
the centre worked out a detailed plan to 
face the energy ciisis. Disjointed state¬ 
ments and stray suggestions alone will not 
do. The crisis is too big to be merely 
taiked away. 

According to newspaper reports, 
while the centre has still to formulate a 
comprehensive plan to tackle the energy 
crisis, the Planning Commission is curren¬ 
tly formulating a plan of action for fuller 
utilisation of installed capacity in industry. 
Besides other things, it is considering 
ways and means for the import of critical 
spare parts and raw materials. A proposal 
to permit import of raw materials if a unit 


undertook to export 40 to 50 per cent of 
its output, is being; examined, The Planning 
Commission has arrived at the conclusion 
that besides certain common problems such 
as power and coal shortages, labour unrest 
and transport bottleneck, each industry 
has its specific problems which need to 
be tackled expeditiously, For instance, the 
cement industry’s woes are increasing be¬ 
cause of the paucity of coal and wagons. 
The engineering industries are hurt by the 
shortage of power, pig iron and steel 
Some of the engineering industries are 
suffering because of the non-availability of 
non-ferrous metals. The miseries of these 
industries could be lessened only if the 
government, the administration, the labour 
and the enterprise pooled their talents and 
worked in close cooperation to pull the 
industry out of the mire in which it is 
stuck at present. 
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FRESH ALTERNATIVES FOR 
INDUSTRIAL ENTERPRISE : 


Start an 
industry with 

an OSFC long 
term loan... 


AND PAY IT BACK 
IN ALMOST 15 YEARS 


New small and n “ditiMi scnlo ;nd$$trms and thoS< 
requmng expansion or renovation in Orissa are 


eligible lor financial assistan 
Orissa State Financial Corpo 


-red by the 
l ike tong term 


loans winch you repay m 10 20 years if your 

industry is located in a developing area. Or an 
interest rate of 9V' n which can be further 
reduced to b, for soda trie . m viev moping 
areas, through m finance from I OF! I 
Read here how OSFC lei ids a helping hand jo 
new industries . 

CREDIT FACILITIES : 

Public f and private limited < can pane'* and 
co operatives can im • v f . naiit up to a m.iKimm 
of Rs. 30 lakhs Whil*- the limit for other concen 
is Rs. lb lakhs. Assistance for industries takes 
various forms rupee' loan defem d payment 
guarantee and underwntmo of capital e-suc 


FOREIGN EXCHANGE CREDIT : , 

OSFC arranges foreign currency loans with the 
International Development Association (IDA; 
a World Bank affiliate- for the purchase of capital 
equipment and spares for small and medium scale 
industries. This credit, winch may be as much 
as Rs 30 lakhs for public and private limited 
companies, can be obtained from any of The 
World Bank member countries and Switzerland. 

tp member if you are gomy to tie engaged in any 
activty involving processing, manufacturing, 
storage, mining transport, power generation, 
packaging servicing and repair work or 
hoteliermq, you arc eligible for financial assistance 
under an OSFC scheme. 

S- nd m detailed enquiries today and start your 
industry on a sound financial tooting 


«0| ORISSA STATE FINANCIAL CORPORATION 

Vt/Cb , Barabati Stadium Cuttack-b 


•rs irt iiiciu'-.etci ; l'.aiifie 


fkbH INDUSTRIAL DEVELOPMENT 
ViV CORPORATION OF ORISSA LTD. 


tey 


ORISSA SMALL INDUSTRIES CORPORATION 


INDUSTRIAL PROMOTION & 


SSA LTD. 
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POMIS OF HEW 

Depreciation allowance— 


During thb last 10 years or so the 
provisions about depreciation allow¬ 
ances have undergone a series of changes. 
The principal factors responsible for these 
rapid changes are the changes in the eco¬ 
nomic conditions in the country, judicial 
decisions and the recommendations made 
by a number of inquiry committees. The 
present study is confined only to changes 
that have been made in the various 
depreciation allowances. 

The following deductions are allowed 
under the various provisions of the In¬ 
come Tax Act and rules in respect of 
depreciation on buildings, machinery, 
plant or furniture owned by the assessee 
and used for the purpose of his business 
or profession. 

Norma.! Depreciation : Under Section 
32 (1) subject to rules of the Act, normal 
depreciation is allowed in respect of the 
buildings, machinery, plant and furniture 
at the prescribed rates on the written 
down value of the assets. In the case of 
ocean-going ships depreciation is allowed 
on the actual cost in place of the writlcn 
down value. 

tourist facility 

From the assessment year 1966-67, in 
the case of a motor car acquired after 
February 28, 1966, at a cost exceeding 
Rs 25,000 the excess of the cost over 
Rs 25,000 will be ignored while calculat¬ 
ing depreciation allowance thereon. How¬ 
ever, when a motor car is acquired after 
March 31. 1967, and is used in a business 
for running it on hire for tourists, the 
actual cost thereof will not be limited to 
Rs 25,000. 

Since the assessment year 1966-67 
where the actual cost of any machinery 
or plant does not exceed Rs 750 the actual 
cost thereof shall be allowed as deprecia¬ 
tion allowance. 

Prior to the assessment year 1962-63 
where an asset was used for a part of 
previous year, depieciation allowed in res¬ 
pect thereof was proportionate according 
to the complete month of use. From the 
assessment year 1962-63 to 1969-70 where 
an asset was used for a part of the previ¬ 


ous year depreciation was allowed as 
follows: 

(a) If the asset was used for 180 days 
or more depreciation was allowed 
at the full prescribed rate; 

(b) If it was used for less than 180 
days but more than 30 days dep¬ 
reciation was allowed at half the 
prescribed rate; 

(c) If it was used for 30 days or less 
no depreciation was allowed at 
all. 

From the assessment year 1970-71 the 
depreciation is allowed at the full pres¬ 
cribed rate although the machinery may 
be used only for a single day. 

satisfactory provision 

In my opinion the present provision 
about normal depreciation allowance is 
satisfactory because it is necessary to give 
rebate for depreciation allowance althou¬ 
gh the asset is used only for a single day. 

Extra Depreciation'. Since the assess¬ 
ment year 1970-71 an extra depreciation 
allowance equal to one-half of the normal 
depreciation is allowed in respect of plant 
and machinery installed by an assessee, 
being an Indian company, in premises 
used by it in a hotel approved by the cent¬ 
ral government. 

Extra Shift • Allowance: The Income 
Tax Rules, 1962, recognise the principle 
of extra depreciation caused due to extra 
wear and tear suffered by machinery and 
plant on account of multiple shift work¬ 
ing of factories. This allowance is limited 
only to plant and machinery which is not 
expressly for this purpose by making 
NESA. (no extra shift allowance) in the 
rate schedule. Thus extra shift allowance 
is not available on building, office equip¬ 
ment, furniture, etc. 

Extra shift allowance was limited to 50 
per cent of the normal allowance irrespec¬ 
tive of the fact whether the machinery 
worked double shift or triple shift for 
and up to the assessment year 1963-64. 
The additional extra shift allowance for 


the triple shift working is effective since 
the assessment year 1964-65. 

The calculation of extra shift allowance 
in respect of double shift working and for 
triple shift working should be made sepa¬ 
rately, proportionate to the number of 
days during which there was extra shift 
working. For this purpose up to the 
assessment year 1969-70 the normal num¬ 
ber of working days in the year is taken 
as 300. But since the assessment year 
1970-71 the number of working days in 
the previous year shall be deemed to be: 

(a) In the case of seasonal factory or 
concern the number of days on 
which the factory or concern had 
actually worked during the pre¬ 
vious year or 180 days whichever 
is greater; and 

(b) In any other case the number of 
days on which the factory or con¬ 
cern actually worked during the 
previous year or 240 days which¬ 
ever is greater. 

The Bhoothalingam commliifec httftHtv, 
commended the abolition of extra shift al¬ 
lowance. In its stead it has recom¬ 
mended allowance of two years* deprecia¬ 
tion for a single assessment on the accre¬ 
tion to the block made in the relevant 
previous year. The extra shift allowance 
is a cumbersome method and its replace¬ 
ment by some easier method will help 
simplification. However, the committee 
has not made it clear whether the alter¬ 
native suggested will apply only to those 
assets and under those circumstances 
which are covered by extra shift allowance 
at present. If two years* depreciation is 
to be allowed on all assets and to all 
enterprises, it would be quite difficult in 
respect of extra shift allowance. It will 
unduly benefit those assets and concerns 
which do not deserve any extra allowance 
on the ground of extra wear and tear due 
to double or triple shift working. The 
alternative suggested needs clarification. 

Terminal Depreciation : Terminal 
depreciation is allowed in the case of any 
building, machinery, plant or furniture 
which is sold, discarded, demolished or 
destroyed in the previous year other than 
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the previous year in which it is first 
brought into use. The amount by which 
the money payable in respect of such an 
asset together y/ith the amount of any 
scrap value falls short of the written down 
value thereof is allowed as terminal depre¬ 
ciation provided that such deficiency is 
actually written off in the books of the 
assessee. The gross sales proceeds are to 
be considered for this purpose. Therefore 
no selling expenses will be allowed. 

Where a claim is made for terminal 
depreciation on the ground of discard it 
should be made in the year in which the 
asset is actually put out of use. Bui this 
will not prevent a future allowance being 
claimed for the loss on later actual sales 
of the discarded asset. The terminal 
depreciation can be claimed only if the 
building, machinery, plant or furniture 
has been used for the purpose of business 
or profession for at least a part of the 
accounting year. By contrast, section 
41(2) levies a balancing charge when the 
receipt exceeds the written down value 
even if the asset was not used in the ac¬ 
counting year and even if the business was 
not in existence in that year. 

terminal depreciation 

For the purpose of arriving at the 
amount of terminal depreciation (1) the 
expression moneys payable includes the 
sale price or any insurance, salvage or 
compensation money payable in respect 
to the asset, and (2) the word sold includes 
a transfer by way of exchange or a com¬ 
pulsory acquisition under any law. From 
the assessment year 1968-69 it does not 
include a transfer in a scheme of amalga¬ 
mation of any asset by the amalgamating 
company to the Indian amalgamated com¬ 
pany. 

Since the assessment year 1966-67 
where, for the purpose of allowing a de¬ 
duction by way of depreciation the excess 
of the actual cost of a motor car over 
Rs 25,000 is ignored, in computing the 
amount of the terminal depreciation in 
respect of such motor car, the money pay¬ 
able in respect thereof shall be taken to 
be such proportion of sale proceeds, etc, 
as the amount of Rs 25,000 bears to the 
actual cost of the motor car. 

The Bhoothlingam committee has 
recommended some charges in the present 
provisions relating to terminal deprecia¬ 
tion and balancing charge. It has ob¬ 
served, “1 think that these adjustments 
which in themselves are valid and justifi¬ 


able are really necessary only when a 
business is completely closed or an iden¬ 
tifiable section is closed and not replaced. 
For this purpose alone the provision in 
law balancing charge and terminal al¬ 
lowance may continue. In all other 
cases it will be enough if the sate pro 
cceds of the assets, whatever be the 
price, are deducted from the written 
down value’*. The acceptance of this re¬ 
commendation will help both the tax¬ 
payer and the revenue. Identification of 
individual items of asssets will not be 
required which will facilitate the adminis¬ 
tration of tax law. 

increased costs 

Initial Depreciation: Initial deprecia¬ 
tion was first granted in 1946 by the In¬ 
come Tax (Amendment) Act 1946. It was 
intended to help the business in meeting 
the increased cost of replacement of assets 
during the post-World War II period. It 
was granted at the rate of 10 per cent on 
new buildings the construction of which 
had started after March 31, 1945, but 
before April 1, 1946, and completed 
during the previous year. The rate was rais¬ 
ed to 15 per cent in the case of new build¬ 
ing constructed between April 1, J946, 
and March 31, 1956, (both inclusive). The 
rate of new plant and machinery installed 
after March 31, 1945 was 20 per cent. 
This allowance was discontinued in res¬ 
pect of plant and machinery installed after 
March 31, 1945, due to the introduction 
of development rebate. It was further 
discontinued in respect of new building 
used for certain specific purposes. Now, 
according to section 32(i) (iv), initial dep¬ 
reciation is granted in the following cases: 

(i) Prior to the assessment year 1966- 
67 in the case of any building 
which has been newly erected 
after March 31, 1961, which is 
used solely: 

fa) for the purpose of the resi¬ 
dence of persons employed in 
the business and drawing a 
monthly remuneration not 
exceeding Rs 200, or 

(b) for the welfare of hospitals, 
creches, schools, canteens, 
libraries, recreational centres 
or shelters, rest rooms, lunch 
rooms etc. 

A sum equal to 20 per cent of the 
actual cost of the btiilding to the assfessee 
in respect of the previous year of erection 


of building was allowed as initial deprecia¬ 
tion. 

Since the assessment year 1966-67 any 
building which has been newly erected 
after March 31, 1961, and which is used 
for the following purposes, a sum equal 
to 20 per cent of the actual cost of the 
building is allowed as initial depreciation 
in respect of erection: 

'0 (a) Where it is used solely for the 
purpose of residence of a per¬ 
son employed in the business 
and the income of each such 
person chargeable under the 
head ‘salaries’ is Rs 7,500 or 
less, or 

(b) where it is used solely or 
mainly for the welfare of 
hospitals, creches, schools, 
canteens, libraries, recreatio¬ 
nal centres, shelters, rest 
rooms, lunch rooms ete. 

(ii) Since the assessment year 1968-69 
an initial depreciation of 25 per 
cent of the actual cost of cons¬ 
truction of new building is allow¬ 
ed if the following conditions are 
fulfilled: 

(a) The erection of the building 
is completed after March 31, 
1967. 

(b) The building is owned by an 
Indian company and is used 
for running a hotel. 

(c) The hotel is for the time be¬ 
ing approved on the behalf 

by central government. 

(d) This depreciation is allowed 
in respect of the previous year 
in which the erection of the 
building is completed or if the 
building was first brought in 
use as a hotel in the imme¬ 
diately previous year, then in 
respect of the previous year. 

The amount of intial depreciation is 
not deductible in computing the written 
down value for the purpose of calculating 
the amount of normal depreciation and 
extra shift allowance. However, it is to 
be deducted in the written down value for 
the purpose of calculating the amount of 
terminal depreciation or balancing charge. 
It means that the total allowance for dep* 
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EVERYTHING YOU ALWAYS WANTED 
TO KNOW ABOUT XENOGRAPHY: 


KORESTAT COPIER 
identical-to 


Xerography evolved to fill the 
increasing need for quick, accurate 
distribution of information: 
technical catalogues, bulletins, 
reports, specifications, estimates. 

It is a photoelectric process of 
copying deriving its name from 
the Greek 'xeros' and 'graphos' 
—dry writing. 

The process is dry, does not need 
chemicals or fluids and takes 
less than 2} minutes. 

KQRES is the firot to develop 
xerography in India. Xerography 
swept the U.S.A. in the past two 
decades. Now, for the first time 
ever in India, you can get 



gives you 
the-original copies. 


xerography without foreign 
exchange for an Imported machine. 
And without paying over 100% 
import duty for the same. 

Nloro advantages of getting 
e Korestat Copter 

• Push-button-easy to operate 

• Gives superlative dry copies on 
ordinary paper or other material 
in contact, enlarged or reduced 
sizes. 

• Makes litho masters—both paper 
and metal plates—to be used on 
any offset printer to run off 

as many copies as you need. 

• Comes in 3 models with 
versatile attachments 


• After-sales-service expertise la 
FREE! 

Whatever your business, you 
noed a Korestat, in the accounts 
department: for general 
administrative reports, bulletins, 
charts, statistics, invoice ledger 
sheets, drafting floor plans, 
drawings, letters... 

The uses are only limited by your 
imagination. 

The sleek Korestat Copier is 
push-button-easy to operate, takes 
up very little room and time. 

Pick up the 'phone: we'll meet you 
with free advice for your 
requirements and a demonstration. 
Any time. 



Korestat 


The Efficiency Experts 

■cores (mol*) urn. 

BUSINESS MACHINES <t SYSTEMS DIVISION 

Post Box No. 423. Mahant's Building. 

2nd floor. 22A. Asaf AM Road, New Delhi 1 
Phone: 277877-8 


copier 
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Mr. Employer: 
every passing year your 
gratuity liability is getting 



Get rid Of this unavoidable Big gains for your employees 


burden the LI C way. 

The moment you have ten or more employees on 
your pay-roll, you incur a liability for payment of 
gratuity with every year of service put in by them. 
And this liability increases for each employee year 
after year after year. 

Heie's the easiest way to tackle this problem. Join 
the LIC Gratuity Schem?. This is what it gets you. 


On normal retirement—the employee will-be 
assured of gratuity as per the rules of the employer. 
In case of untimely death, the scheme ensures 
that an employee’s dependents will get the full 
gratuity that the employee would have been 
entitled to on retirement. 

On premature retirement (or change of job)—the 
gratuity payable will be in accordance with the 
existing rules of the employer. 


Big benefits for you 

• By making regular contributions to the scheme, 
you are in a better position to meet the liability as 
and when it arises. 

• Premiums paid under this scheme aru based on 
actuarial calculations; therefore, contributions 
are determined on a scientific basis. 

• Contributions to the Scheme of Insurance are 


For further details, contact any of our Divisional Offices or 
The Group Manager. 

Group and Superannuation Schemes Department, Central Office. LIC. 
Yogakshema. Bombay 400020. Tslephone: 296262 

Tho Payment of Gratuity Aot 1972 

The Payment of Gratuity Act 1972 Is applicable to all institutions in the 
country, which have 10 or more employees end which are governed 
by the Shops and Establishments Act. It makes gratuity payment 
compulsory for employees getting less than Rs. 1000 per month. 


deductible as business expenses. 


• By providing the additional security of life 
insurance cover through this scheme, you can 
attract and retain better employees. 


.fife Jtisuranct 
Corporation of Jadio 
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reciation is not to exceed the original cost 
in any case. 

The initial depreciation is granted in 
addition to the normal depreciation al¬ 
lowance when a new building is put up 
during the accounting year. The initial 
depreciation is granted in full for the year. 
The initial depreciation »‘s allowed only 
once during the life of a building. 

As per the Finance Act, 1973, the ini¬ 
tial depreciation allowance of 20 per cent 
of the cost of machinery and plant instal¬ 
led will be allowed in selected industries 
after May, 31, 1974. This would provide 
additional resources to the concerned 
enterprises in the early years of their 
development. A list of the industries to 
which this will apply is under considera- 
lion. It may be pointed out here that 


initial depreciation allowance of 20 per 
cent is entirely inadequate. 

Since the assessment year 1971-72 
under section 32< 1 A) where an nssesscc 
incurs capital expenditure for the purpose 
of his business or profession at any time 
after March 31, 1970, on any structure 
or work constructed or done by him in 
relation to or by way of renovation or 
extension ot or improvement to any 
building held by him under a lease/or 
other right of occupancy and used for 
purposes of his business or profession, he 
will be entitled to depreciation allowance 
on such capital expenditure at the rates 
given in the Income Tax Rules. 

When the structure or work is sold, 
discarded, demolished or destroyed or sur¬ 
rendered as a result of the termination 
of the lease or other right of occupancy 


Merchant banking 


Akiiir the nationalisation of the 14 
major commercial banks with effect from 
July 19, 1 %9, bankmg in this country has 
developed very fast covering many areas 
of banking services and facilities. Banks 
have started identifying the needs of 
different groups of persons as a class 
based on such criteria as profession, quali¬ 
fication, skill, income and necessity, and 
have been accordingly evolving suitable 
deposit and credit schemes as a part of 
their marketing strategy for spreading 
the banking habit in all parts of the 
country and for ironing out economic 
imbalances between one region and 
another. Banks are now capable of 
rendering every type of service to 
the public and can finance every type 
of economic or welfare activity. Now 
there is a change from money lending 
activity to development-oriented and 
multi-service activity. Thus both in dep¬ 
th and dimensions, Indian banking is 
breaking new grounds scaling new heights 
of progress year after year shedding the 
traditional cloak and wearing an entirely 
new outlook which is in tunc with the 
changing times. The Lead Bank Scheme 
also is working very well to usher in an 
era of economic prosperity right from the 
grass-root levels. 

Though Indian banks have covered 
many areas of banking facilities and ser¬ 
vices in the post-nationalisation era, the 
one area in which not much has been done 
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so far is merchant banking. It was only 
in February 1973, that the State Bank of 
India established its Merchant Banking 
Division and became the first Indian com¬ 
mercial bank to introduce merchant bank¬ 
ing activities in India. 

The term'Merchant Banking’ has its 
origin in thc«antiquity of British banking. 
Merchant banks appeared on the scene at 
the end of the 18th and the beginning of 
the 19th century. The industrial revolu¬ 
tion in England made that country a 
powerful trading nation. England had 
already a vast colonial niirkei and the 
industrial revolution gave a boost to ihc 
development of its overseas trade resulting 
in continuous inflow of wealth into the 
country. It was daring this period that 
many ol the rich merchant houses slowly 
diversified their business by entering into 
the area of banking operations. This 
entry mirked the beginning of the acti¬ 
vities of merchant bankers in the field of 
banking. 

Merchant banks include acceptance 
houses, discount houses, issuing houses 
etc. As the term ‘merchant banker* is 
used in a very loose sense, there is some 
difficulty in understanding who a merchant 
banker is. It is proper to call a merchant 
banker primarily a merchant rather than 
a banker but nonetheless he is entrusted 
with funds by the customers. The tra¬ 
ditional merchant bankers had limited 
lines of activities and they started diversi- 
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the assessee wilt be entitled to terminal 
allowance. This allowance will be .0 the 
extent of the shortfall of the money* pay¬ 
able from the written down value provided 
t hat such deficiency is actually written off 
in the books of the assessee. 

It may be mentioned here that the 
withdrawal of development rebate would 
not only retard the pace of expansion but 
could even brinj? the industry to a stand¬ 
still. The above provisions are inadequa¬ 
te for rapid industrializat ion. The asses- 
sec should be permitted to provide for 
depreciation on the replacement cost. 
There has been a phenomenal rise in prices 
on account of inflation and technological 
development. It is suggested that a price 
index designed for the particular kind of 
asset or particular class of assets should 
be used for replacement cost purposes. 

Dr B. fUmachandra Rao 


lying their operations based on the needs 
of national and international markets 
using their expertise gained through the 
years. Today in the UK this term is not 
only loosely used, but widely too. It is 
used sometimes for banks that arc not 
merchants, sometimes for merchants 
who are not bunkers and sometimes for 
business houses that arc neither merchants 
nor banks. This confusion has arisen 
because modern merchant banks are 
having u wide range of activities. 

Merchant houses in Britain gained 
high reputation in the world market with 
the growth in the colonial trade. Their 
principal activity started with the accept¬ 
ance of commercial bills in Ihe home 
country as well as in the world market. A 
bill of exchange is drawn on a merchant 
bank cither by the supplier of goods or 
purchaser who receives immediate cash 
after it has been “accepted” by that bank 
against documents by getting the same 
discounted with the discount hcu?es. A 
discount house .also is a type of merchant 
bank and it purchases bills accepted by ‘ac¬ 
ceptance houses*. An acceptance house is so 
called because of its accepting the usance 
bills in the market having varying tenors 
depending upon the time estimated to be 
necessary for the goods to reach thejr des¬ 
tination and resale and for. the proceeds 
to become available to meet the bills. This 
acceptance system of the bills has largely 
facilitated international trade in the UK. 
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The acceptance hoires charged only a 
commission calculated on the amount of 
the bills* Because of the international 
reputation of some of the acceptance 
houses, bills accepted by them could be 
easily sold or negotiated locally. Some 
of these merchant houses have affiliated 
companies in other countries and have 
also banking correspondents. Merchant 
houses which increased their business of 
accepting bills on behalf of others, gave 
up gradually their own mcrehanting ope¬ 
rations and thus came to be called ‘Accept¬ 
ance Houses’. The acceptance system 
has helped in the last few decades com¬ 
mercial and industrial concerns with fin¬ 
ance as the bills drawn by them and ac¬ 
cepted by the accepting houses could be 
easily got discounted in the market to ob¬ 
tain finance. 

In the UK, the acceptance houses arc 
members of the Accepting House Com¬ 
mittee. Only merchant banks whose 
substantial part of business consists of 
accepting bills to finance the trade of 
others and whose bills can be sold as 
first-class bills in the discount market arc 
eligible to become members of this com¬ 
mittee. 

ancillary business 

Acceptance houses also render the 
usual banking services an ancillary to 
other business, but they never approach 
the public for deposits though they carry 
deposits from a few individuals in big 
amounts. But they deserve kudos for 
having facilitated the creation of a bill 
market which has made London an im¬ 
portant place in the world trade. 

Acceptance houses have now extended 
their operations to cover the actual fin¬ 
ancing of credit for exports. They are 
acting as leaders in participation advances 
of a long-term nature for financing, major 
projects. They are also acting as con¬ 
firming houses. Here vis-a-vis an expor¬ 
ter they assume the responsibility for 
accepting delivery of and making payment 
for the goods ordered by an overseas 
purchaser. Written confirmatory order 
will be sent by the confirming house to 
the exporter who will consider the order 
as having been placed on acccount of the 
confirming house and not on account of 
the overseas buyer. The acceptance 
houses have a rich knowledge of shipping 
problems. 

T e UK, the rich, well-established 
r bankers gradually assumed the 

* bankers and were in a posi¬ 


tion to grant long-term loans even to 
foreign governments. When the British 
government decided to purchase the shares 
of the Suez Canal, the deal was financed 
entirely by a well-known merchant ban¬ 
ker. When America bought the State of 
Lousiana from Napolcan, it had to raise 
funds from the London money market 
through the help of merchant bankers. 
Even the government of India had bor¬ 
rowed funds from a merchant bank, viz. 
Lazard Brothers, for Durgapur steel plant. 
It may be noticed that each merchant 
bank had close business ties with one 
country or the other resulting in intimate 
knowledge of that country. Hambros had 
intimate connection with Scandinavia, 
Lazards with France, Brown Shipley with 
the USA, etc. 

capital issues 

Another traditional function of the 
merchant bankers was to raise loans for 
overseas borrowers by new capital issues. 
This type of floating foreign bonds on 
London market has well-nigh disappeared 
and in lieu of this, the merchant bankers 
have developed a new form of activity, i.c., 
domestic financing. This is done by acting 
as intermediaries between the industry 
seeking the capital and the investors will¬ 
ing to provide it. Here the merchant 
bankers act as issuing houses, specialising 
in transactions concerning the capital of 
companies, including the sponsoring of 
capital issues on behalf of their clients. 
The main function of an issuing house is to 
raise capital from the public for new pub¬ 
lic companies or for private companies be¬ 
ing converted into public companies. The 
issuing houses satisfy themselves about 
the extent of share issue, the terms of issue 
and other conditions. They do not sub¬ 
scribe the funds themselves, but arrange 
for the subscription through underwriters. 
They act only as sponsors and make ar¬ 
rangements with a wide circle of institu- 
tutional investors for the sub-underwrit¬ 
ing of the issue. Usually the insurance 
companies take up the major share of the 
total issueundcr the underwriting arrange¬ 
ment. 

The sub-underwriters act for a com¬ 
mission to subscribe for the issue if the 
public subscriptions fall short of the total 
issue. The ultimate responsibility is that 
of the issuing houses to subscribe for the 
issue left unsubscribed, but even then, 
they will not continue to hold such shares 
which will be sold in the market at the 
proper time. Although the issuing houses 
themselves can directly subscribe to the 
issues, they will not do so and will only 
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underwrite the issues as a specialised 
function. Some of the banks in India 
have at least taken up {his underwriting 
job for new issues, but due to lack of ex¬ 
pertise in this area, in many cases, they 
hold on the shares without being able to 
unload them for want of market. 


The issuing houses act as financial ad¬ 
visers on amalgamations, reorganisations, 
capitalisation of reserves, acquisition of 
other business, the setting up of subsidia¬ 
ry companies, sale of the existing business¬ 
es, etc. They also give expert advice on 
the law and practice governing new issues 
and the rules and regulations of the stock 
exchange. The investor can feel safe that 
the issue is made on u legal and proper 
basis. 


The merchant bankers in the UK also 
act as paying agents for the service of 
long-term loans issued in the past for 
overseas governments, municipalities and 
other institutions. They keep registers 
of shareholders and debenture holders for 
companies and act as paying agents for 
their dividends and debenture issues. They 
also arrange fer the investment of funds 
and safe custody of securities on account 
of their customers both in the home 
country and abroad. 

London money market 

The part played by merchant bankers 
in developing the London money market 
is quite significant. They play an impor¬ 
tant part in the international short-term 
capital market, sometimes called as the 
“parallel” money market. The continen¬ 
tal exchange banks and big trading houses 
having large temporary surplus funds can 
have a short period profitable deployment 
in the London money market through the 
merchant bankers. Several foreign cur¬ 
rencies are placed in the London money 
market developing markets for Euro¬ 
dollar, Euro-sterling, Euro-Swiss francs 
etc. 

The Radcliffe Report has remarked 
about the merchant bankers that the ex¬ 
tent to which they specialise in any par¬ 
ticular, class of financial business varies 
endlessly. These menchant bankers also 
handle investments on behalf of the Unit 
Trust, Endowment Trust, charities, etc. 
They manage these trusts so skilfully that 
the investors get a definite return on their 
investments in relation to the price level 
which would exist at a particular time. 

Merchant bankers aet as a liaison 
between the various agencies for the pur- 
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pose of selling capital goods on deferred 
payment basis to overseas buyers of plant 
and machinery and other capital equip¬ 
ment. They bring together the manufac¬ 
turers with their terms and conditions, 
the foreign buyers with their contractual 
liabilities, the Export Credit Guarantee 
Department and finally the commercial 
banks. This is in no way a small service 
in an international market. The merchant 
bankers' activities also cover the supply of 
bridging finance to property development 
companies. Many of them have acquired 
interest in continental banks and partici¬ 
pate in international hire-purchase finance 
organisations. 

Merchant banking type of institutions 
have now come to stay in foreign count¬ 
ries as financial intermediaries which offer 
varied services like the promotion and 
syndication of industrial projects, invest¬ 
ment management and advisory services. 
Syndication of projects involves dealing 
with different problems connected with 
new projects, helping companies in reor¬ 
ganisation, in negotiations about mergers, 
etc. 

service oriented 

While complementary to the develop¬ 
ment banks, investment institutions and 
commercial banks, a merchant bank is 
mainly customer service-oriented and is 
not by itself a large-scale investor or len¬ 
der. Its investments or loans are prima¬ 
rily intended to trigger off the interest of 
other banks and financial institutions and 
the investing public. 

In India, it is the National & Grind- 
ley’s Bank who in a pioneering spirit 
established their ‘Merchant Banking Divi¬ 
sion’ in Bombay to render services mainly 
to the corporate sector. They are rende¬ 
ring the following services : 

Arrangement of Corporate Finance : 
Analysis of financial policy, long range 
economic and financial planning, financial 
forecasts and projections; 

Preparing loan dossiers and applica¬ 
tions for financial assistance for submis¬ 
sion to financial institutions, investors 
and underwriters; 

Arranging term loans, including the 
foreign exchange portion with institutions 
and banks and completion of all legal for¬ 
malities ; and 

Arranging cash credit facilities with 
banks towards financing the working 
capital requirements of the client com' 
pany; 

In the event of a public issue of capital 
by way of equity or preference shares or 


debentures, acting as managers to the 
issue and dealing with all related aspects 
such as negotiations with the relevant 
authorities, preparation of the prospec¬ 
tus, arranging for printing and publicity, 
co-ordinating the activities of the client's 
auditors and solicitors, filing with the 
Registrar of Companies, etc. 

Reorganisation of Capital : Offer of a 
complete package service relating to con¬ 
version of partnerships into limited com. 
panies, conversion of a private company 
into a public listed company, consolida¬ 
tion and reconstruction of companies as 
well as intioduction of Indian capital in 
the equity of toreigncontrolled companies. 
This service includes all negotiations with 
the relevant authorities, setting of issue 
price and completion of legal and financial 
formalities. 

Purchase & Sale of Investments : Finding 
buyers for companies, or investments that 
arc on sale, analysis of the commercial 
implications of acquisition, negotiation 
of financial terms and completion of all 
legal, financial and governmental formali¬ 
ties. 

Mergers : Handling of all negotiations 
connected with mergers, such as analysis 
of commercial and administrative impli¬ 
cations, settling of price, and completion 
of all other financial, legal and govern¬ 
mental formalities. 

Promotion of New En terprises : New ven- 
turc appraisal and assistance to entrepre¬ 
neurs in establishing plans and policy in 
order to ensure the viability of such new 
enterprises. Services to foreign compa¬ 
nies wishing to enter the industrial field 
in India. Assistance to Indian companies 
requiring technical or financial collabora¬ 
tion from overseas manufacturers. 

International Transactions’ Assistance in 
all aspects of international finance thro¬ 
ughout the world. Promotion of exports 
and assistance to manufacturers and tra¬ 
ders in expanding their overseas markets. 

Economic Advisory Services : Assistance 
in long range planning by forecasting 
trends in the economy together with 
short, medium and long range forecasts 
in respect of the client’s own activity. 
Quarterly reviews and forecasts of the 
Indian economy supplemented by special 
studies on particular industries. 

Accounts Receivable Financing: Assis¬ 
tance to clients in financing their working 
capital requirements through their recei¬ 
vables. 

This year the State Bank of India also 
has opened its * Merchant Banking Divi¬ 


sion’. The following arc the main areas 
of its activities : 

(a) Assistance in obtaining various 
government consents required 
for industrial projects r«ght from 
the application for the letter of 
intent till such time as the pro¬ 
ject goes on stream. 

(b) Preparation of economic, techni¬ 
cal and financial feasibility stu¬ 
dies and market survey reports— 
if necessary, with the assistance 
of outside technical consultants 
of repute—so that comprehensive 
and objective project reports 
could be made available for the 
use of government agencies and 
institutions financing projects 
sponsored by SBI. 

(c) Selection of technical process, 
economic size of the plant, the 
requirements and sources of 
plant and machinery and other 
utilities, if necessary with the 
assistance of outside consultants. 

(d) Assistance in raising rupee re¬ 
sources, repayable on a term basis 
in the form of debentures, term 
loans or deferred payment gua¬ 
rantees from specialised term 
lending institutions like IDE), 
IFC1, ICICI, UC, UTi, state 
investment and/or financial cor¬ 
porations and commercial banks. 
Apart from preparing indepen¬ 
dent appraisal reports on the pro¬ 
jects, the Merchant Banking Divi¬ 
sion would render every assis¬ 
tance in obtaining sanctions and 
securing disbursals of the term 
loans granted by the financial 
institutions. This would include 
legal documentation. 

(e) Raising of foreign exchange resour¬ 
ces required for import of plant 
and machinery, components, raw 
materials, etc, by arranging thro¬ 
ugh the bank,* international divi¬ 
sion, foreign offices and forrign 
correspondents, suppliers’ credits, 
buyers’ credits and foreign curre¬ 
ncy loans from London, Euro¬ 
dollar and American money 
markets. This service would be 
relevant where the government of 
India require sponsors to arrange 
foreign exchange for projects. 

(f) Issue house activities consisting of 
determination of capital structure, 
assistance in obtafning the consent 
of the Controller of Capital Issues 
wherever needed, finalisation of 
syndication for underwriting arra¬ 
ngement, handling of share appli- 


GASTBRN BCONOMIST 


167 


cation and relative allotments in 
consultation with the stock exchan¬ 
ge (s), listing of shares, maintaining 
of share registers, registration and 
transfer of shares and payment of 
dividend warrants. 

(g) Corporate restructuring by way of 
reconstruction of capital, amal¬ 
gamation, mergers, take-over bids 
and attending to the connected 
matters arising therefrom. 

(h) Financing of exports of capital 
* equipment on deferred payment 

terms or that of setting up of 
projects in foreign countries on a 
turn-key basis. 

(i) Strengthening the capital base of 
small scale industrialists who intend 
expansion diversification of their 
activities. This could be done by 
conversion of partnership firms 
into private limited companies or 
conversion of private limited 
companies into public limited ones. 
Thereafter, it may he possible to 
obtain financial assistance of the 
type suitable for growth and pro¬ 
tecting the interests of the entre¬ 
preneurs for continuity of 
management. 

Jt is high time that at least some of the 
najor nationalised banks took up merchant 
•anking activities. They can take up a few 
Tthc activities and specialise in them. It 
rill be a good beginning to go along with 


the remarkable progress achieved by the 
Indian banks in the post-nationalisation 
era. It is not necessary in India to have 
separate merchant banks on the lines of 
western countries. The existing big com¬ 
mercial banks can have separate merchant 
banking cells and to begin with they need 
not embrace all the activities which are 
covered by the merchant banks abroad. 
Now that the managing agency system has 
been abolished, it is necessary lor the 
banks to take up merchant banking acti¬ 
vities so that the gap created by the 
abolition of the managing agency system 
is bridged by giving the necessary encou¬ 
ragement to the entrepreneurial talent in 
the country. 

The Banking Commission has also 
touched the merchant banking institutions 
in pages 396 to 398 of the Report and has 
examined whether such institutions are 
required in India and, if so, what should 
be their functions and the host form of 
their organisation. The necessity for 
merchant hanking services in India has 
been underlined by the Banking Commis¬ 
sion in view of the wide base of industrial 
stiucturc of the Indian economy. The 
question is whether commercial banks or 
term lending institutions could perform 
these functions, commercial banks have 
recently begun to acquire experience of 
project lending while the term-lending 
financial institutions are mainly finance 
oriented. The Banking Commission there¬ 
fore is in favour of separate institutions 
to impart merchant banking services as 
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outlined above in the case of National 
and Grindlays Bank and State Bank of 
India. They should offer investment 
management and advisory services parti¬ 
cularly to the medium and small savers, 
they should also be able to manage provi¬ 
dent funds, pension funds and trusts of 
various types. 

As regards the functions of the accep¬ 
tance houses and discount houses, they 
can as well be taken up by the banks them¬ 
selves, as the bill market is slowly 
developing in India. These functions can 
also be done by the indigenous bankers if 
they can transform themselves into accep- 
tencc and discount houses. 

The Banking Commission is of the 
view that initially there should be four 
merchant banking institutions located in 
Bombay, Calcutta, Madras and New 
Delhi. But looking to the rapid progress 
shown by the banks after nationalisation 
and the innovative schemes and their 
pioneering spirit, it is better that each 
bank starts its own merchant banking 
cell to render a package of merchant 
banking services in it own way. The cell 
can expand by gradual building up of the 
necessary expertise and experience gained 
through the operations and new lines of 
service may be chosen from time to time. 
But the ultimate success of merchant 
banking depends not on its structure or 
its range of services, but on the experts 
running the show with imagination and 
originality having the best of brains, 
judgment and intergrity. 


Exemption limit of 

income-tax 


The persistent inflationary trend all over 
he democratic world has compelled the 
zovernments to adopt measures intended 
\> give relief to their people from its 
adverse impact. In the field of direct 
.axation, many countries have revised the 
exemption limits of income-tax upwards 
with a view to offsetting the fall in the 
value of monetary exemption limits. Of 
all such measures the Canadian method 
of relating the monetary exemption limit 
automatically to the changes in the con¬ 
sumer price index is worth noting. This 
scheme was introduced in Canada from 
the 1973 fiscal year. Under this scheme, 
“in each year ail inflation factor would be 


determined based upon an increase in the 
consumer price index in an immediately 
preceding period and in each year the 
principal exemptions would be increased 
by the inflation factor. This would include 
the basic exemption, the marital exemp¬ 
tion, the exemption for dependents and 
the exemptions for the aged and the blind 
and the disabled. In addition, every 
year each of the brackets of taxable in¬ 
come would be adjusted upwards by the 
inflation factor.*’ 1 

In India also the exemption limits of 
income-tax were revfccd upwards in the 
past. Such revisions were made only on 


five occasions during the entire period of 
27 years from 1946-47 to 1973-74, and 
surprisingly the exemption limits were 
lowered in 1957-58 when the inflationary 
trend actuully started in the Indian econo¬ 
my. Even these revisions were not subs¬ 
tantial so as to offset the impact of rising 
prices on the minimum tax-free income* 
This was mainly because these upward 
revisions were not appropriately related 
to the falling value of the rupee. Econo¬ 
mists in India have not been Very vocal 
in demanding upward revision of income-? 
tax exemption limits for offsetting the 
impact of rising prices on the real value 
of the monetary exemption limits. How** 
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ever, this issue has been raised off and on 
in Parliament but the demand has not 
been conceded by the government. 

In the 1972 winter session of the Rajya 
Sabha, some members made a plea for 
increasing the exemption limits of income- 
tax for individuals and Hindu undivided 
families (HUFs). They argued that in 
view of the continuous fall in the value of 
the rupee consequent on rising prices, the 
exemption limits of Rs 5,000 and Rs 7,000 
then allowed for individuals and HUFs 
respectively, were inadequate to ensure 
them a minimum level of tax-free income 
to afford a necessary minimum level of 
living. And therefore they argued that 
these exemption limits should be raised to 
Rs 7,500 and Rs 10,000 per annum for 
individuals and HUFs respectively as 
recommended by the committee of ration¬ 
alisation and simplification of tax struc¬ 
ture headed by Mr S. Bhoolhalingam, 
which submitted its final report in Decem¬ 
ber 1967. However, the union Finance 
minister and the union minister of state 
for Finance rejected this plea on the 
following grounds : 

First, the union ministers argued that 
there was utmost need for resource mobi¬ 
lisation to finance development. Therefore, 
it was necessary that even tax payers 
having incomes between Rs 5,000 and 
Rs'7,500 per year should contribute their 
mite for the resources required for deve¬ 
lopment. 

revenue potential 

Second, the number of income-tax 
payers was too small in India, and if the 
exemption limit was raised further, this 
number would dwindle further to insigni¬ 
ficance thereby reducing the coverage of 
population for income-tax. According to 
the union Finance ministers the total 
number of income-tax payers was 3.05 
million on January 1971, of which indivi¬ 
duals and HUFs accounted for 2.6 million. 
And they contended that the proportion 
of tax payers to active population was as 
low as 1.3. The opinion of the govern¬ 
ment of India was that income-tax should 
be broad-based for mobilising resources 
and therefore it must cover a much larger 
section of the population. Hence, any 
increase in the exemption limits will 
reduce the coverage of population for 
income-tax and will reduce the revenue 
potential of the tax. 

Third, the union Finance ministers 
observed that as compared to some indus¬ 
trially developed countries such as the 


UK, the USA, and Japan, where the ex¬ 
emption limits were far lower or slightly 
higher than the national average per 
capita income, Indian exemption limits of 
income-tax were at a higher multiple, say 
nine times, of the per capita income (which 
was Rs 598 in 1969-70). 

Fourth, they maintained that the tax 
burden at lower incomes between Rs 5,000 
and Rs 7,500 for individuals was already 
small if the number of concessions exten¬ 
ded was taken into account. Therefore, 
they argued that there was no need for 
raising the exemption limit with a view 
to giving direct tax relief to lower income 
slabs at present. 

Fifth, they brushed aside the major 
contention of Mr Bhoothatingam for 
raising the exemption limits, namely, the 
time spent on assessing smaller incomes 
could be saved for more accurate assess¬ 
ment of higher incomes, on the ground 
that from 1972-73 bulk assessment and 
self-assessment procedures have been in- 
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troduced which will simplify the assess¬ 
ment of incomes between Rs 5,000 and 
Rs 7,500. Therefore, they concluded that 
there was no justification for raising ex¬ 
emption limits on the ground of adminis¬ 
trative convenience. 

It would be relevant to examine the 
credibility and relevance of these five 
arguments before making a case for 
raising exemption limits of income-tax. 
The inappropriateness of the first two 
conventional arguments was highlighted 
by Mr S. Bhoolhalingam himself, which 
has not been comprehended by the gove¬ 
rnment of India. He said: “Some hold 
the view that making large numbers pay 
direct taxes, however small they may be, 
is in itself desirable in the belief that this 
represents a sort of participation of the 
people in the national effort for the 
mobilisation of resources for develop¬ 
ment. I fear that this too is somewhat 
of an illusion with a rather outdated 
Fabian flavour. Today even the most 
unsophisticated know that they arc being 
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taxed in more ways than by a direct levy. 
Paying direct taxes, therefore, need give 
no more sense of participation (not to 
mention satisfaction) than paying taxes 
in any other way. On the other hand, 
procedural irritations probably reduce 
such sense of satisfaction as a high-mind¬ 
ed person may have when paying his 
taxes by buying a packet of cigarettes or 
going to a cinema. In any case, submis¬ 
sion to taxation seems hardly the most 
fruitful field for directly evoking a sense 
of participation in the national economic 
effort; this wilt have immensely more 
validity when applied to contribution of 
personal work in recognisable develop¬ 
mental activities. If considerations of 
this kind are kept aside, it is very clear 
that it is just not worth while to collect 
small amounts by way of direct taxes 
even through the simplest of procedures 
from very large numbers of people.’ 4 * 

indirect taxes 

This lengthy answer leaves only the 
question of the need to raise more reve¬ 
nue, in the first two arguments of the 


income of India which is still abysmally 
low. 

The fourth argument is not sufficiently 
substantiated with facts. Factually, in 
1964-65, there were about 3,33,776indi¬ 
viduals who paid income-tex in income 
slab of Rs 5,000-7,500. They constituted 
27.1 per cent of total income-tax payers. 
Their income assessed was Rs 20,364 crores 
constituting 18 J per cent of the income 
assessed for income-tax. The tax demand¬ 
ed from them was Rs 5.29 constituting 4.1 
per cent of tatal tax demanded and paid on 
an average of Rs 158 as income-tax. At 
present, the income-tax exemption limit 
at Rs 5,000 is higher than it was in 
1964-65. But all the family and child 
allowances which were allowed in 1964-65 
are abolished now. Allowances are con¬ 
tinued only with regard to the cost of 
travelling to. the place of work, the pur¬ 
chase of certain materials required to 
earn income such as books and a few 
allowances in the form of incentives for 


saving in life insurance polity, etc. Taking 
into account all these, the average tax 
payable on incomes between Rs 5,000 
and Rs 7,500 may come to about Rs 220. 
The average rates applicable to lower 
income slabs up to 1973-74 can be seed in 
Table 1 (p 169). It is clear that the indivi¬ 
duals earning an annual income between 
Rs 5,000 and Rs 7,500 pay eleven per 
cent tax including surcharge. Even allo¬ 
wing for basic exemption and other 
allowances, the taxable income will be 
about Rs 2,000 on which the income-tax 
payable will be about Rs 220. This is 
slightly less than half of the national per 
capita income and cannot be considered 
as a small burden when combined with 
the burden of indirect taxes on the indivi¬ 
duals in Rs 5,000-Rs 7500 income group. 

For argument’s sake, let us assume, as 
the government avers, that the burden is 
small. Then it is sufficient justification to 
exclude the individuals earning income 
between Rs 5,000 and Rs 7,500 by raising 

P. II 


government. However, in view of a high 
degree of elasticity of the yield and the 
indirect nature of the incidence, indirect 
taxes are favoured for raising substantial 
revenue for development purposes in 
underdeveloped countries. Though they 
arc opposed on the ground of tax-push 
inflation, they arc favoured for reducing * 
demand-pull inflation thereby proving 
their balancing counter-inflationary effects. 

In fact, in India indirect taxes have been 
bearing the brunt of the resource burden 
of development. Therefore, the argument 
of raising the exemption limits of in¬ 
come-tax for lower income groups on the 
ground of socio-economic justice cannot 
be brushed aside on the plea of need to 
raise more resources. 

The third argument to justify the pre¬ 
sent exemption limits by comparing them 
to those prevailing in some of the advan¬ 
ced countries seems irrelevant. The 
levels of per capita income of these 
advanced countries arc so high that the 
individuals there can enjoy a necessary 
minimum level of living with a tax-free 
income equal to the national per capita 
income. But this is not possible in India 
with an income of Rs 589 per annum. 
Therefore, the government’s justification 
of the present lower exemption limits on 
the ground that they are nine times the 
per capita income of the country is un¬ 
convincing in view of the fact that the 
per capita incomes of advanced countries 
arc many times more than the per capita — 


Income-tax Exemption Limits During the Last 27 Years 

Exemption limits for 


Assessment 



Finance minister who 

year 

Individuals 

HUFs 

changed them 


Rs 

Rs 


1946-47 

2000 

”"’2000 


1947-48 

2500 

2500 

Liaquat All Khan 

194849 

3000 

3000 

-do- 

1949-50 

3000 

3000 


1950-51 

3600 

7200 

John Mathai 

1951-52 

3600 

7200 


1952-53 

3600 

7200 


1953-54 

4200 

8400 

C. D. Dcshmukh 

1954-55 

4200 

8400 


1955-56 

4200 

8400 


1956-57 

4200 

8400 


1957-58 

3000 

6000 

T.T. Krishnamachari 

1958-59 

3000 

6000 


1959-60 

3000 

6000 


1960-61 

3000 

6000 


1961-62 

3000 

6000 


1962-63 

3000 

6000 


1963-64 

3000 

6000 


1964-65 

3000 

6000 


1965-66 

3000 

6000 


1966-67 

4000 

7000 

Sachin Chaudhri 

1967-68 

4000 

7000 


1968-69 

4000 

7000 


1969-70 

4000 

7000 

i 

1970-71 

4000 

7000 


1971-72 

5000 

7000 

Indira Gandhi 

1972-73 

5000 

7000 


1973-74 

5000 

5000 

Y. B. Chavaa . 
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the exemption limit to Rs 7,500 as this 
slab does not yield much revenue and 
hence may not involve substantial loss of 
revenue. It follows that the fourth 
argument cuts the ground under its own 
feet. However, I maintain that indivi¬ 
duals earning incomes between Rs 5,000 
and Rs 7,500 do bear relatively high 
burden of income-tax. As compared to 
their counterparts in the agricultural 
sector, they bear probably a heavier bur¬ 
den. Even in terms of inter-sectoral 
equity, they deserve tax relief at least 
from income-tax. 

The argument of covering more and 
more people for income-tax implies that 
income-tax is the only lax through which 
resources arc mobilised lor the public 
sector. In the context of a variety of 
taxes levied by both the union and the 
state governments, this argument looks 
ridiculous. Jt is not necessary, desirable 
or practicable to cover more and more 
people by each and every tax. As most 
of the people in India arc covered by 
indirect taxes, there is no justification to 
cover even those individuals who earn 
income between Rs 5,000 and Rs 7,500 
per year by income-tax. 

unconvincing argument 

The fifth argument of the government 
seems reasonable but it is not so relevant 
nor convincing for justifying the present 
exemption limits. Exemption limits are 
not entirely determined on administrative 
convenience. The most important justifi¬ 
cation lias been to ensure a minimum 
level of tax-free income for income earn¬ 
ing citizens to enable them to enjoy a 
minimum level r>f living. This issue has 
been side-stepped by the union Finance 
ministers. Their argument of improved 
assessment procedure has been dismissed 
by Mr S. Bhoothalingam thus. “The 
drive for enrolling more and more people 
in the tax register has produced results 
which are impressive only superficially. 
In terms of growth of revenue, even 
potentially, this rather represents a diffu¬ 
sion of administrative effort,”* 

Hence, the arguments advanced by the 
government for retaining the present 
exemption limit of income-tax for indivi¬ 
duals are not convincing. They do not 
even make out a case against raising *he 
exemption limit. As I have pointed out 
earlier, the most important consideration 
is to allow a minimum level of tax-free 
income for income earning citizens to 
enjoy a necessary minimum level of 
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Table HI 

Monetary and Real Exemption Limits of Income-tax for Individuals 
During the Last 27 Years 


Assessment 

Monetary 

year 

exemption 

limit 

(Rs) 

1946-47 

2000 

1947-48 

2500 

1948-49 

3000 

1949-50 

3000 

1950-51 

3600 

1951-52 

3600 

1952-53 

3600 

1953-54 

4200 

1954-55 

4200 

1955-56 

4200 

1956-57 

4200 

1957-58 

3000 

1958-59 

3000 

1959-60 

3000 

1960-61 

3000 

1961-62 

3000 

1962-63 

3000 

1963-64 

3000 

1964-65 

3000 

1965-66 

3000 

1966-67 

4000 

1967-68 

4000 

1968-69 

4000 

1969-70 

4000 


Value of 
the rupee 

(1946-47“= 1.00) 

Real exemption 
limit 

(Rs) 

1.00 

2000 

0.89 

2225 

0.73 

2190 

0.71 

2130 

0.67 

2412 

0.63 

2268 

0.74 

2664 

0.71 

2982 

0.76 

3192 

0.80 

3360 

0.71 

2982 

0.69 

2070 

0.66 

1980 

0.63 

1890 

0.60 

1800 

0.59 

1770 

0.58 

1740 

0.55 

1650 

0.48 

1440 

0.45 

1350 

0.39 

156 0 

0.35 

1400 

0.35 

1400 

0.34 

1360 


N 0 t e; — The real value of the rupee is derived by deflating the monetary exemptions 
by Economic Advisor’s Wholesale Price Index with 1939 base upto 1951-52 
and with 1952-53 base for later years. 

Source O. P Chawla: Personal Taxation in India, Bombay, 1972, P. 93. 


Table IV 

Monetary and Real Value of Exemption Limits of Income-tax for Individuals 
and HUFs since 1968-69 


Assessment 

year 

Monetary Exemption 
limits (Rs) 

Real value of exemption 
limits (Rs) (a) 

Individuals 

HUFs 

Individuals 

HUFs 

1968-69 

4000 

7000 

2424 

4242 

1969-70 

4000 

7000 

2272 

3977 

1970-71 

4000 

7000 

2209 

3867 

1971-72 

5000 

7000 

2604 

3640 

1972-73 

5000 

7000 

2289 

3205 

1973-74 

5000 

' — 

1678 

— 


Notes: (a) Real value of exemption limits are obtained by deflating monetary value 
of exemption limits by Economic Adviser’s Index of Wholesale Prices of 
the respective years. 

(b) The real value of exemption limits arc estimated from only 1968-69 with 
a view to showing the extent of decline in the real value of the exemption 
limits after Mr Bhoothalingam recommended higher exemption limits. 
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living. This depends upon the number 
of dependents of income-earners, the 
requited goods and services to ensure a 
necessary minimum level of living, and 
their prices. As far as the Second consi¬ 
deration is concerned, there is a great 
ieal of scope for value judgment. How- 
*vcr, once the government fixes the ex¬ 
emption limits, their change has got to be 
based on change in price level and in the 
ong-run on the need to change the mini- 
num standard of living to be ensured. 

It is necessary to remember that such 
economists as Professors F. Y. Edgeworth 
ind E.R.A. Seligman, and other social 
thilosophers argued and fought for a 
ninimum exemption of income from 
direct taxes when indirect taxes were not 
io popular and not so widely used by the 
governments. But now, this socio-economic 
Philosophy of allowing minimum exemp¬ 
tion for a tax is overlooked by the govern¬ 
ments who use indirect taxes which fall 
:ven on minimum incomes; In India, the 
•equired element of progression is not 
•>uilt into the structure of indirect-taxes 
mtabty union excise duties and state sales 
ax. 

It is necessary to show the inadequacy 
if the present income-tax exemption limits 
n the context of rising prices. For this 
mrposc 1 have presented exemption 
imitsof income-tax for individuals and 
ilUFs allowed by the government of India 
luring the last 27 years (see Table II, 
i. 170). The very fact that these limits have 
icon revised upwards by successive Finance 
ministers (with the exception of Mr T. T. 
-Crishpamachari) in view of the rising 
vices is a sufficient evidence to make out 
i case for a further increase. 

In Table III (p. 170a) the monetary cx- 
anption limit and the real exemption limit 
ire shown for’ individuals. The downward 
rend of the real exemption limit conse- 
jue'nt on the fall in the value of the 
upee Cledrly establishes a case for raising 
he exemption limit so as to ensure a tax- 
'ree real, income nearer to the level of 
monetary exemption limit. 

Mr St. Bhppthalingam had recommcn- . 
ied an increase in. the income-tax exemp- 
ion limits in. December 1967. Since then 
vices, have been .increasing continuously 
mil perhaps more rapidly.. Consequently, 
n terms df the recent changes in prices 
md the standard of living, the monetary 
exemption Emits for individuals and HUFs 
iave b$en halved as shown in Table 
IV. (p. 170a) Thus, if the intention of the 
government of India is to allow Rs 5,000 
exemption limit at constant prices for 
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individuals it is necessary to increase the 
monetary exemption limit at current 
prices to a far higher, levels. At DJX&eai, 
individual income-tax payer are); cmjajWrtte 
about Rs 1,678 exemption liihit4l 1961-02 
prices, which is less than half of the 
monetary exemption limit at current 
prices. 

The case for raising the monetary ex¬ 
emption limit may be further substantia¬ 
ted in terms of the Canadian indexing 
method, by indicating the hypothetical 
value of monetary exemption limits as 
obtained by relating the actual conven¬ 
tional monetary exemption limits from 
1961-62 to changes in tne wholesale prices 
in India. ■' Such estimates are shown in 
Table V. It will be clear from Table IV 
and V that the actual monetary exemp¬ 
tion limits are substantially, lower than 
the required hypothetical monetary ex¬ 
emption limits to ensure a Stable minimum 
level of tax-free income to the income-tax 
payers. 

Even after two revisions of income- 
tax exemption limit in the case of indivi¬ 
duals and one revision in the case of 
HUFs the revised actual monetary exem¬ 
ption limits were always lower than the 
required hypothetical monetary exemption 


limits to ensure ait able minimum level 
of tax-free income at 1961-62 prices. 
. Viewed against this situation, the rcccmmc* 
Jfndattbn Mr Bhoothalingam to raise the 
^ monetary exemption limit for indi¬ 
viduals to Rs 7,500 in 1967 could not be 
justified, though, his recomcmndation to 
raise the cxempljon ' limit for HUFs to 
Rs 10,000 could have been substantiated 
on the basis of (lie hypothetical monetary 
exemption limit as shown in ruble V. 
However the demand made in the Rajya 
Sabha for an increase in the actual mone¬ 
tary exemption limits to Rs 7500 and 
Rs 10,000 for individuals and HUFs res¬ 
pectively in 1972 was modest. 

There is an imperative need for 
giving relief to the income-tax payers in 
the first slab by raising the exemption 
limit to at least Rs 7500 so as to offset 
(to an extent) the impact of rising prices 
on the real value of their minimum tax- 
free incomes. 

Kefentcts: 

1. Thiagaraja Vcrtna, (!.R. ‘Indexing Income 
Tax: Canadian Scheme”, Eastern Economist , 
September 14, 1971, |> 490. 

2. Government offndia (Ministry of Finance): 
l'mat Repot t on Ruthwhsation amt Simplification 
oftheTa v Structure', New Delhi i%K; pp. 52-53 

3. Ibid 
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Hypothetical MMeftptf Exemption i<i*dti aid Actual Conventional ^iJettM^ 0 * <t*y 
ExqggNkm Limits of Income-Tax from 1961-62. 


Assessment 

year 


' Aettfl conventional 
Monetary exemption 
limits (Rs) 


Hypothetical monetary 
exemption limits 

(Rs) 



Individuate 

HUFs 

Individuals 

HUFs 

1961-62 

—*;■(. 

3000 , 

6dw 

3000 

6000 " 

1962-63 

3000 *' 

m. 

3114 

6228 

1963-64 

3000 


3304 

6611 

1964-65 

3000 

6000. 

3664 

7421 

1965-66 

3000 

6000 

3743 

7987 

1966-67 

4000 

7000 

4489 

9094 

1967:68 

4000 

7000 

5009 

10148 

196&«9 

4000 

7000 

5599 

11357 

1969-70 

4000 

7000 

5803 

11770 

1.970.71 

4000 

7000 

6140 

12454 

1971-72 

5000 

7000 

6387 

12957 

1972-73 

5000 

7000 

7406 

15024 

1973-74 

5000 


10021 



Notes'- (a) Hypothetical monetary exemption limits are obtained by increasing the 
actual conventional monetary exemption limits at the annual rate of 
increase in the Economic Adviser’s Index of Wholesale Prices, 

(b) Figures relating to hypothetical monetary exemption limits are rounded 
off leaving fractions. 

(c) I have used the revised series of Wholesale Price Index with 1961-62 base 
year for Indexing method for want of comprehensive consumer price 
index. 
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Acceptability of developing 

country performance 


I 

The Record 

Anyonl wiih first hand knowledge of 
developing countries over the past decade 
must admit that many mistakes have been 
made and many resources wasted, and 
that progress has been far less than their 
peoples have hoped and needed. This 
granted* one must nevertheless ask whe¬ 
ther the errors and the inefficiencies were 
excessive* given the nature of ihe enter¬ 
prise and the conditions under which it 
was carried on. 

Some would argue, as we noted here 
last week, that given the needs and the 
nature of western sacrifices to help them, 
no mistakes could he tolerated by donors 
or recipients. This is to deny our com¬ 
mon humanity. It is to forget the west’s 
own modern history of waste and inequity, 


of wars which have repeatedly destroyed 
our wealth and killed and brutalised our 
peoples, of oppression, political and eco¬ 
nomic, throughout this period from the 
slave trade to the sweatshops of early in¬ 
dustrialisation* to the 20th century Nazi, 
fascist and communist dictatorships and 
urban slums. 

These arc only the dramatic highlights 
of a record which is marred by mistakes. 
Apart from the weak position in which 
this record places the high expectations of 
performance by human beings "'like our¬ 
selves” upon which some westerners now 
insist, how can the west expect the de¬ 
veloping countries to be suddenly wholly 


rational, mechanical instruments for utilis¬ 
ing donor resources with error-free effi¬ 
ciency? 

In addition* the developing countries 
have had to operate under a considerable 
variety of special handicaps, unique to 
them. Most must endure physical sur¬ 
roundings of climate and soil which 
create abnormal obstacles to agriculture, 
in terms not only of water supplies but 
also a wide variety of pests and diseases. 
Tropical climates are also ideal incuba¬ 
tors of numerous debilitating, when not 
fatal, tropical diseases and parasites from 
which many suffer. Their geography, 
aided by climate, frequently makes ab¬ 
normally expensive the communications on 
which both national unity and a modern 
economy so heavily depend. 

Developing countries possess cultures 
with long histories, whose highest esteem 
has been reserved often for spiritual quali¬ 


ties or for ideas rather than facts, words 
rather than action, aesthetics rather than 
precision, conspicuous consumption on 
special occasions rather than savings and 
investment, for professions other than 
those which produce or trade goods. 
Regardless of which may be best for any 
man, the need to change those values 
slows progress towards organising effici- 
cient economic production. Of course, 
it is up to each country, bearing in mind 
the prices to be paid, to decide how far it 
wishes to go in this direction. 

Another developing country handicap, 
one most difficult to overcome, is that the 
west has preceded them on a road that 


they would like to travel, at least part of 
the way. The west has created obstac¬ 
les, provided misleading examples, offered 
well-intentioned but often inappropriate 
advice, but frequently misunderstood tools 
of action in developing hands. This cont¬ 
rasts with a common view that the people 
of the developing countries were lucky 
to be able to follow in western footsteps, 
build on and borrow western achieve¬ 
ments, copy their technology, etc. To 
some extent this is true, but in the OECD 
1973 Review on Development Cooperation , 
Edward Martin, Chairman of the Develop¬ 
ment Aid Committee, argues that on ba¬ 
lance the result has been negative. 

distorted economies 

Whatever the net effect of colonialism 
was on the development of those count¬ 
ries which were under alien rule, it left 
many at independence with inappropriate 
governmental structures and too few ex¬ 
perienced indigenous bureaucrats. Their 
economies were distorted, investments 
having often been made to serve other 
needs than those of national and regional 
development. The management of many 
enterprises had been kept largely in ex¬ 
patriate hands, often even at skilled worker 
level. Many of the same problems, es¬ 
pecially in the economic field, also afflic¬ 
ted those countries which escaped politi¬ 
cal colonisation. 

Since independence, the power position 
of the developed countries has permitted 
them to impose restrictions on the deve¬ 
loping countries to a degree which the 
west never had to face in the course of 
its own development. Highly progressive 
tariffs on processed agricultural products, 
including cotton textiles, are but one 
example of western trade restraints. The 
outlet for surplus population or unhappy 
minorities to improve their lives by emi¬ 
gration, which Europe enjoyed in 19th 
century America, is open in only limited 
ways to the dissatisfied in developing 
countries. It tends to be highly trainee! 
people, whom they need most, who find 
it easiest to move out, except for the tem¬ 
porary movement of Mediterranean wor¬ 
kers to developed European countries. 

However, it is the example of the west, 
publicised by the mass media, by modem 
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ease of travet and by technical assistance, 
scholarships and training programmes 
which has created the most problems. 
The trap has been baited by the evident 
prosperity and power of the west. The 
temptation is almost irresistable to copy 
the west, not as the west developed but 
as they now are, in the hope that by dupli¬ 
cating western society and institutions, all 
the rest will more or less automatically 
became available to the developers. 
Anything less than the latest western inno¬ 
vation is dismissed as second class and 
demeaning. 

It 

The Example of the West 

The worst results are from the simul¬ 
taneity of this effort to copy. Western 
history is one of uneven advance, now in 
this sector, now in that. Without 
wishing to suggest that this largely un¬ 
planned process of change was perfect, it 
did reflect, to a large degree, successive 
leads and lags in a flexible society with 
lime for adjustment of tensions and pre¬ 
paration for the next steps. It gave 
ordinary people a chance to get used 
to innovations, technical and otherwise, 
something that is not easy for any people. 
It is process of organic growth with the 
social landscape at any one time composed 
of mountains and valleys, swamps and 
glaciers. 

On the other hand, the fact that the 
west already exists has led many develop¬ 
ing countries to try to copy all at once 
western societies as they now appear to 
them. There is no orderly revolution, now 
here, and now there, with healthy interac¬ 
tions between sectors. As all attempt at 
instant copying of human intitutions must 
do, they end up with western forms, di¬ 
vorced from the essential spirit, which 
can only emerge over time and through 
experience. The landscape becomes an 
unrelieved fiat plain with all the tensions 
buried beneath it, pressing to burst out 
and often doing so. 

Even if the attempt to emulate the west 
could be undertaken more selectively and 
slowly, and with more time for the borrow¬ 
ed institutions, policies, legal systems and 
economic structures to develop naturally, 
to adjust to each other, copying still 
would not do. Each of the less-industrial¬ 
ised countries starts with values and insti¬ 
tutions and personal habits of life of its 
own. Its society and its institutions must 
evolve in harmony with, and must express, 
it indigenous elements as well as new con¬ 
ceptions from abroad. 

As if these were not problems enough 
for the leaders of developing countries, 
governments have been pressed to achieve 


almost immediately a clear national unity 
and identity at the same time that they 
achieve the national prosperity which they 
know that others enjoy. They see around 
them a world full of strongly nationalistic, 
often even aggressive societies Unless 
they are able quickly to establish a cohe¬ 
sive nation and defend its interests, they 
fear for survival. 

This enormously difficult task of creat¬ 
ing a nation, while avoiding too artificial 
duplication of a foreign society, has been 
greatly complicated by having pressed 
upon them various foreign models from 
which to choose. Some have referred 
to them as a European, a United States, 
Japanese, a Soviet and a Chinese type of 
political, economic and social organisation. 

There is some reason to believe that the 
selection of the system to govern develop¬ 
ment is less important, at least to material 
results, than how well it is managed. 
Success under any of them requires the 
accumulation of capital, hard work and 
wise policies. All seek stable costs of 
living, rising productivity and incomes 
and full employment. Each broad type 
has had its successes and failures. The 
true “end of ideology” may come from 
wider realisation of this. Donors might 
well also reflect on the present inflation 
and monetary instability in their world 
before pressing too hard for exact 
duplication of their own economic systems 
and policies 

various amalgams 

Since none of these organisations can in 
fact be transplanted intact from the soil 
in which it originally grew, and local 
patterns of society cannot be wiped off 
the slate, one sees emerging various amal¬ 
gams of local cultures with one or more 
of these foreign systems What will work 
best over the long run in each society de¬ 
pends not only on the aims of that society 
but on a variety of intangible and cur¬ 
rently unpredictable factors. Only a 
long process of living and learning 
from its own experience can provide a 
country with good answers. 

It fe no wonder then that as progress 
in fulfilling the extravagant promises of 
pre-independence days falters, peoples 
shift from one formula to another, or one 
elite to another, in a constant search for 
the key to their “Promised Land”. The 
surprise is that there has not been more 
bloodshed, more chaos, more confusion 
of ends and means, to divert their' re¬ 
sources from rational development pur¬ 
poses. 

To turn from the political world of ideas 
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and emotions to the mechanical, it is well 
known that the motor of western pros¬ 
perity, and of course of its military power, 
has been science and technology. How 
much of an advantage over the historical 
position of the west does western science 
give the developing countries? Western 
knowledge has undoubtedly helped the 
developed to solve many problems quick¬ 
ly and cheaply, but it has often provided 
socially inappropriate, and nearly always 
expensive, answers to production prob¬ 
lems that the developers’ obsession to be 
up-to-date could not resist. It has made 
even token modern military establish¬ 
ments enormously expensive. Finally, 
the west is discovering that more and 
more often it does not really have answers 
to the developers’ technical problems, pro¬ 
perly defined. Even in the many cases in 
which western answers work, wc arc learn¬ 
ing that miracles are not worked by a 
simple transfer of available information. 
The finest machines, the latest formulas, 
and the most sensational, genetic break¬ 
throughs, are useful only if there are people 
who know how to use them for the bene¬ 
fit of people. Finding, training and plac¬ 
ing these people in the organisations which 
make and implement decisions is the cent¬ 
ral task of development. In most de- 
veploing countries the job is largely yet 
to be done. 

The “Green Revolution” is a prime 
current example. It was based on the 
first of what will surely be a series of 
fundamental improvements in seed qualities 
and associated cultural practices, it has 
brought great benefits to many farmers 
and comsumcrs. But it is under attack 
today and the value of the genetic im¬ 
provement itself even questioned, because 
governments have nor reacted wisely to 
the capacity which it brought to double 
and triple production. It is not the quali¬ 
ties of the seeds but governments' poli¬ 
cies and social patterns that warp its dist¬ 
ributive effects. 

adaptability needed 

In industry there are similar difficulties. 
The west's best technology can be helpful 
only if it is chosen wisely from among the 
alternatives available and then adapted 
to local conditions. Government eco¬ 
nomic policies must be appropriate and 
there must be a capable understanding 
bureaucracy to apply them. It is also 
necessary to have capital, trained labour, 
and management and marketing skills, 
and to use these assets in proportions that 
reflect local cost factors to produce goods 
and services which can b<? sold at a profit. 
None of these requirements are easy to 
fill, as evidenced by the disparate rates at 
which even industrialised countries have 

FEBRUARY 1, 1974 


EASTERN ECONOMIST 



been able to convert available scientific 
innovations into high technology pro¬ 
ducts. , 

0 

! Often the impact of the west’s prior 
! progress has been cumulatively negative 
jus, for example, in the creation of unem¬ 
ployment in nearly all developing count-' 

! rics by the combined effects of the rapid 
growth of the labour force, due to lowered 
mortality rates, the low labour require¬ 
ments of imported technology, high wage 
rates in the modern sector, limitations in 
many western countries on the immigra¬ 
tion from developing countries of unskill¬ 
ed workers and western restrictions on 
their export of labour-intensive products, 
like textiles and clothing. 

In the light of all these difficulties, 
which result from the western position 
of superior power and wealth, there seems 
no analogy with the west's early experi¬ 
ence which would justify the west in ex¬ 
pecting the developers to do without help. 
Given the degree of poverty in capital 
and human resources with which they 
started and the handicaps outlined above, 
Mr Martin concludes that the perfor¬ 
mance of the developers has been suffi¬ 
ciently acceptable in relation to reasonable 
expectations. Increased co-operation with 
them is justified. 

Ill 

Progress Achieved 

One can only assess progress in a general 
way, partly because statistics are poor and 
* the great variety of country experiences 
makes averages almost meaningless, part¬ 
ly because some of the most important 
development achievements cannot be 
measured statistically, and partly because 
some programmes will only work out 
their full impact in decades rather than 
years — education for example. The 
differences m levels of economic and social 
development Within the developing 
country group arc considerably greater 
than those bqtwd%the developing count¬ 
ries as a whole an® the developed count¬ 
ries as a group. 

It must also be accepted that develop¬ 
ing countries differ among each other 
and that donors may well differ with them 
on what arc the most important goals of 
their development against which progress 
can be measured. No one can com¬ 
pletely isolate his criteria from his per¬ 
sonal’pattern of values, absorbed from the 
particular society of which he is a member. 
f Mr Marlin argues that in so far as is possi¬ 
ble one should let the developing peoples 
choose their own goals and establish the 
priorities among them. Only they can 


translate the desires of their society and 
of its individuals for the fttture into speci¬ 
fic objectives. An all-out effort can be 
expected only to achieve goals to which 
they have an emotional commitment be¬ 
cause they were chosen by themselves. 
The necessary lessons can only be drawn 
from failures if they result from the pur¬ 
suit of their own goals rather than goals 
which outsiders have established for them. 

Finally, the developing countries know 
much better than the developed countries 
ever can the limits within which they must 
operate. The developed countries should 
not forget their own failures on both the 
political and economic fronts. 

heartening record 

Subject to these reservations, the OECD 
1973 Review on Development Cooperation 
attempts to evaluate very broadly the pro¬ 
gress made by developing countries in 
recent years. Other attempts have also 
been made in various United Nations 
documents on the Review and Appraisal 
of the Strategy for the Second Develop¬ 
ment Decade. Favourable and un¬ 
favourable trends may be found in these 
documents. Keeping before us the obs¬ 
tacles faced by both donors and develop¬ 
ing countries described above, Mr Martin 
refuses to believe that the record is so 
poor that the partneship should be aban¬ 
doned as hopeless. Progress, often subs¬ 
tantial, is being made under any of vari¬ 
ous possible criteria of measurement. 

As to aid as an endless burden, chapter 
VII of the 1973 report reveals that it has 
been possible in recent years to reduce 
substantially, or eliminate, concessional 
aid to a number of countries which, be¬ 
cause of the demand for their exports of 
manufactures, have become self-financing. 
This is after a relatively short period of 
development help. Some will certainly 
need aid for decades, but as the number 
of countries requiring assistance falls, 
more money and attention can be concent¬ 
rated on the inherently more difficult re¬ 
mainder. 

As to the charge that poverty has noL 
been diminished by all this effort, it is true 
that there was excessive optimism about 
the extent to which inputs of money and 
technical assistance would stimulate the 
productive use of local resources in ways, 
and to a degree, which would quickly and 
automatically improve living conditions, 
cut unemployment and reduce inequalities. 
It may be true that at the end of the First 
Development Decade there were more 
people in developing countries living be¬ 
low some imagined poverty line than ten 
years earlier, although there are really few 


available facts on the subject If so, 
each of them represents a failure by the 
world community. However, one must be 
careful how one uses such an estimate. 
Given that the population of developing 
countries increased during this period 
by over one third, this charge could be 
valid and yet there could have taken place 
a large increase in the number of people 
above the poverty line. In fact, there is 
little doubt that this is what happened and 
it would be right to take credit for it. 
Moreover, the population explosion re¬ 
flects improved health conditions, (To 
be alive rather than dead is usually consi¬ 
dered an improvement in “living” condi¬ 
tions!). 

Despite such progress, the "crisis of 
goals” reflects the realisation that to give 
priority merely to ecnomic growth will 
not "cure” poverty fast enough and is 
likely temporarily to worsen income in¬ 
equalities, as it did in the west in the last 
century. It is hard, however, to sec 
how the abandoment of the development 
effort now would improve the lot of a 
single peasant or urban slum-dweller. Mr 
Martin feels that on the, contrary, the 
west is challenged by the poverty of 
the developing countries do more and 
better with the great wealth, material and 
intellectual, that the west possesses. 

To sum up, whether one attaches most 
importance to one or other or all of the 
four "interests”, outlined here last week, 
it would seem clear that developed count¬ 
ries are fully justified from all standpoints 
in contributing much more to the develop¬ 
ment partnership. The failure of too 
many citizens and of the leaders of 
too many countries to see and act on their 
real "interests" is discouraging. How 
to change that situation is a challenge for 
all interested in the future of people, thera- 
selcs and others. 
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Time to think 


Ip west Europe a year ago, more than 
usually cocksure with the enlargement of 
its Common Market from the successful 
Six to the more experimental Nine, could 
have had a pre-vision of itself at the 
beginning of 1974 the effect would have 
been almost tragically sobering. All three 
major world industrial centres—west Eu¬ 
rope, the USA and Japan—stricken by 
the reductions in oil supplies, horrified by 
a four-fold price rise for oil with more 
increases to come, boom growth reduced 
almost at a stroke, rapidly growing unem¬ 
ployment, a flight from currencies into 
gold and the big new member, Britain, 
reduced to working and producing on 
only three days a week while the demands 
on its already overtaxed reserves are mul¬ 
tiplied by the suddenly enormous oil 
prices. Had anyone forecast such a 
plight for west Europe and the world 12 
months after Brussels saw ,the ceremonial 
signing of the new Market members and 
after Britain put on an appropriately 
cynically-received Festival of Europe he 
would have been derided. 

hartful decisions 

West Europe and its Market, if the 
beginning of 1975 is not to be as dismay¬ 
ing as the prospect is now, has got to do 
some hard thinking and to make some 
decisions difficult to all and hurtful to 
some. What has to be decided within a 
few months and without the artificial 
device of “putting the clock back” is 
whether or not to work out and accept a 
much closer integration or fall further 
into economic chaos to experience again 
the economic crisis that clouded transit 
from the 1920s to the 1930s. Those were 
the days of the Jarrow hunger march in 
Britain, of economic chaos in Ger¬ 
many and the rise of the Nazi party, of 
violence and fascism in Italy and the final 
decay of pre-war France. If the rattling of 
these skeletons appears a trifle melodra¬ 
matic it is as well to remember that open 
dictatorships rule still in at least three west 
European countries, that they flourish in 
South America and that much of the rest 
of the world is obliged to realize uneasily 
how \ery frail a thing is democracy and 
how dependent it is on an acceptable level 
of economic well-being. 

West Europe has been forced to rea¬ 
lize very quickly that wbat it has taken 
for granted can now only be had at great 
expense and in quantities determined by 
the seller, not by the buyer. It realizes 


that the integration it has been conside¬ 
ring leisurely as ultimately desirable has 
become an imminent necessity. The lack 
of commitment to get things done that 
characterized last year must give way to 
a stronger commitment to political invol¬ 
vement and economic integration. This 
year is likely to see west Europe decide, 
almost despite itself, whether the Market 
and the plans of the last 15 years are to 
lead the west of this continent or whether 
it is fated to linger in formal inertia while 
its members relapse into selfish go-it- 
alone campetition to save what they can 
of their prosperity and adapt individually 
to the cold climate of a far more expen¬ 
sive world, with mounting unemployment 
and even more uncertain currencies. 

internal difficulties 

The crisis has caught the Nine at a 
bad time. Several governments face 
internal difficulties. Britain, economi¬ 
cally weaker than ever, has a public in¬ 
creasingly and steadily hostile to Market 
membership. For a year the British have 
seen their domestic prices rising largely 
as a result of this membership and now 
see haggling and likely disappointment 
over the one benefit they had expected 
with some confidence—a large share in the 
Market’s regional aid fund. In West 
Germany Brandt's coalition with his 
liberal partners is under stress ; in France 
President Pompidou is increasingly ill 
and his governments has another round 
of Gallic scandals and the Danes have a 
weak minority government. An ailing 
Market mainland scarcely realizes the 
disenchantment of Britain; states accus¬ 
tomed for 15 years to regard the Treaty 
of Rome as the bedrock of Europe do not 
grasp that the majority of the British 
and Parliament in Westminster are in¬ 
creasingly inclined to go their own way 
in a mood disgruntled by terrorism, rising 
prices and by being pushed around by 
decisions of Commissioners in Brussels. 

The first half of the year is crucial: if 
Britain receives what it considers fairer 
treatment at the Regional Fund talks 
in Brussels : if, at the end of February 
a Market common energy policy 
can be evolved and if, in May, 
the next Market “summit” evidently 
moves the Market to a closer union of 
west Europe ihat organisation may begin 
to move forward more certainly towards 
the 1980s—if not, only a very optimistic 
“European” could feel certain of Euro¬ 


pe’s progress and avoidance of relapse 
mto exclusive little nationalities. 

There are indications that the first 
necessity may be achieved, at least in 
part. West Germany, which foots most 
of the bill for the Market Regional Aid 
Fund, appears to be prepared to improve 
on its offer of £85 million a year—£35 
million less than the European Commis¬ 
sion has suggested and about one-third 
of what Britain wants. Bui discussions 
in London with the Germans on the eve 
of the resumed Brussels talks have been 
unsuccessful and the likelihood is that no 
one will be satisfied for some time to 
come. 

More urgent to the practical European 
than what happens to the Market or any 
other political or economic device is what 
is happening to his own business. While 
governments hunt for oil below the North 
Sea and consider experiments with pro¬ 
pane gas and even wood oil as supple¬ 
ments for petrol, the stock exchanges arc 
having their worst experiences for many 
years. London leads the way with a loss 
of 32 per cent in share values, followed 
by Zurich 33 per cent, Amsterdam with 
31 per cent and Frankfurt with 
24 per cent. France, while benefitt- 
ing from the Market’s generous aid 
to poorer farmers in hilly areas, 
conserves the very large percentage of its 
land producing food while Britain, which 
imports many times more food than 
France, increasingly sacrifices its good 
agricultural land to roads, airports and 
factories. 


slow-down in tourism 

The tourist industry in Europe, a 
considerable factor in the income of most 
countries, is feeling the pinch badly. 
There is very noticeable slow-down in 
winter tourism and winter sports. If this 
slowdown continues into the summer the 
economies, particularly of such countries 
as Switzerland, Austria and Italy in west 
and of Yugoslavia in east Europe, will be 
hit heavily. The only beneficiary will be 
the US payments balance, a fact which 
may further strengthen the dollar which 
has been resurging at the cost of the 
mark. The losers would be national 
budgets in Europe and airlines, shipping 
lines and the hotel industry, all of which 
operate on narrow margins. At the same 


EASTERN ECONOMIST 


175 


FEBRUARY 1, 1974 



[time, employment would be a victim and 
'many European families would lose a 
^useful supplementary income. 

The results to date of industrial slow- 
•Jdown, steeply higher prices for oil and 
''rising domestic prices and fall-oir in 
jlbusiness arc steadily growing unempioy. 
; ment and increasing speculation. The 
iunemployment is hitting the foreign 
worker on the continent first. Many 
fewer workers are being accepted from 
south and south-east Europe ; many who 
went home for the year-end holidays 


cannot come bock. But the change will 
not be so swift as figures might suggest 
for a curious social reason. The West 
German, Austrian and Swiss workman has 
become accustomed to being a superior 
workman, leaving the rough jobs to the 
“guest worker”. They will not readily 
move back to being merely bricklayers 
alter being gang foremen and will 
certainly not accept lower pay for lower 
grade jobs left vacant by departing Turks 
and others. Rising domestic prices will 
reinforce their objections. If anything 
saves the Turk from being sacked it will 


be the petty snobbishness of his central 
European workmate. 

In finance, fears that all the major 
world currencies will lose value at an even 
faster rate this year than last is leading 
to renewed demand for gold in steadily 
rising buying. Even the stronger dollar 
is yielding before gold and the fears are 
that the Arabs will use much of their 
greatly increased income to buy gold also 
which will almost certainly delay 
international monetary reforms far be¬ 
yond July 31. 


The Robin Hoods 


of OPEC 


Fundamental to the oil problem is 
who will lose and who will gain from the 
seemingly imminent sudden transfer of 
an added 50 billion dollars a year from 
oil consumers to oil producers. It can be 
said with some assurance that if the 
OPEC price boosts slick, few people in 
the world will not feel some effect. There 
can be less assurance in trying to assess 
specific effects. 

But economics being what they are, 
history shows that the poor arc usual¬ 
ly the first affected by adversity. It 
is a reasonable bet that it will be already 
undcrpriviledged places like Rekife, Bom¬ 
bay and Mombasa, rather than Paris or 
Atlanta, that will feel the worst effects of 
the OPEC price grab. For that reason, 
the leaders of nations like Brazil, India 
and Kenya might do well to re-examine 
the notion that there is any real commu¬ 
nity of interest among the so-called “third 
world” nations, of which both they and 
the OPEC countries arc a part. Their best 
interests may well lie in joining with the 
industrial nations to persuade the oil na¬ 
tions of the unwisdom of their cartel-type 
endeavour. 

“third world” fears 

The OPEC nations have, of course, not 
been unmindful of the opinion of the 
other “third word” nations. At u meeting 
of the so-called “Committee of 24” “third 
world” nations, held in Rome concur¬ 
rently with a meeting of the International 
Monetary Fund “Committee of 20” in¬ 
dustrial countries, a delegate from India 
voiced his fears. But an oil nation rep¬ 
resentative on the Committee of 24 is said 


to have offered assurance that oil nations 
would divide their new riches with other 
“third world” countries through special 
aid and lending programmes. The Com¬ 
mittee of 20, in the rather vaguely worded 
communique issued after it meeting, also 
recognised the special problems of the oil- 
poor of the “third world” and proposed 
that developed nations, the World Bank 
and the all IMF seek ways to help out. 

As to the Committee of 24 promises, 
indeed it is a noble thought that the OPEC 
nations will play Robin Hood. But histo¬ 
rians have ungenerously suggested that 
for even the real Robin Hood, helping the 
poor was rather secondary to the main 
object, which was robbing the rich. 

romantic notions 

In other words, we would suggest that 
the “third world” need not be too quick to 
subscribe to romantic notions about where 
the OPEC winnings will be reinvested. It 
is likely that most of them will be rein¬ 
vested right back in the industrial world, 
where there are established capital mar¬ 
kets, experienced bankers, political stabili¬ 
ty and any number of viable projects. For 
example, a Kuwaiti investment company 
has bought a 20 per cent interest in an 
Atlanta firm that plans to finance a resort 
in South Carolina. 

None of this is to say that the indus¬ 
trial world won’t suffer as well from the 
big oil payoff Economist Walter J. Levy, 
one of the soundest oil experts around, 
fears that the sudden movement of that 
much money out of the foreign exchange 
coffers of the industrial nations conld 


precipitate a worldwide recession. His 
view may be overly pessimistic; if money 
managers in the industrial lands don't 
become too panicky and o^er-inflate their 
currencies to compensate for the loss, 
there might even be some beneficial effects 
from damping down industrial world 
consumption and applying some of the 
OPEC bank deposits to capital projects. 
But the large foreign exchange disloca¬ 
tion could indeed bz disruptive to indus¬ 
trial economies. 

bad effect 

Conversely, there could be some bene¬ 
fits to the non-oil producing “third world.” 
Some of oil capital may well go to Niger 
or Zaire in search of the new oil or other 
mineral resources. The resources they 
already have may prove more valuable 
than money in the bank in an inflationary 
world. * But, by and large, the effects on 
Zaire, Niger and similar places are likely 
to be bad. With foreign exchange reser¬ 
ves crimped, there will be less money for 
foreign aid and development in the “third 
world”. The US, having been burned by 
the “third world” oil producers, has be¬ 
come inclined to develop its domestic re¬ 
sources rather than seek projects abroad. 

We suspect that a good many “third 
world” countries are having difficulty 
deciding whose side they should be on. 
We can offer a suggestion: cartels arc sel¬ 
dom good for anyone, even the nations 
who build them, in the long run. Taking 
a stand for law and order is much more 
realistic than expecting a handout from 
Robin Hood. 

Courtesy: The Wall Street Journal 
FEBRUARY h 1974 
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Increase in Indo-US 


S.P. Chopra 


Mgs Margaret A. Patrick, a senior US 
Department of Commerce official specia¬ 
lising in international trade, believes 
India is capable of increasing her trade 
with the United States severalfold, 
especially her exports. 

She says she shares Ambassador 
Daniel P. Moynihan’s view that “India 
should not be in the 26th place among 
the foreign suppliers of the United States. 

Mrs Patrick was referring to Ambas¬ 
sador Moynihan’s recent New Delhi speech 
wherein, after urging India to join with 
the US in expanding economic contact 
and intercourse more appropriate to the 
si/e and importance of the two nations, 
he had said: 

“It is illuminating that while the US 
alternates with the USSR as India’s largest 
trading partner- wc accounted lor about 
13 percent of Indian foreign trade turn¬ 
over in 1972-73 —India ranks twentysixth 
among the trading partners of the US. 
The conclusion in inescapable that there 
is substantial scope for improvement of 
India’s position in the US market.” 

Mrs Patrick, who visited India recently 
to look into the possibilities of increas¬ 
ing bilateral trade, suggested several ways 
of doing so. Marketing research, in her 
view, holds the key to increased exports 
to the US. 

Speaking at an interview in New Delhi 
recently she said that before coming to 
India, she did not know of the wide range 
of Indian goods which could find a ready 
market in the US. She felt that the 
creative skills, the artistry and the vast 
talent of Indian craftsmen could certainly 
be put to profitable use in expanding ex¬ 
ports to the US. 

Mrs Patrick felt that Indian exports 
had not made intensive efforts to probe 
the American market or to publicize the 
type of goods that they could supply. 

The next important condition for in¬ 
creasing exports to the US, after re¬ 
searching the American market, she said, 
was the generation of sufficient capacity 


trade possible 


to meet the extensive demands of the 
American market. It was widely felt 
that Indian businessmen did not have a 
clear idea of the volume of goods needed 
by American importers. 

Nor was it certain, even after the US 
impoiter had selected an Indian product 
and placed volume orders, that suppliers 
in India would have the capacity to meet 
the demand. 

She emphasized that the volume of 
supplies as well as the schedules of deli¬ 
very must meet the requirements of the 
importer if Indian exporters wanted to 
have a fair share in the American market. 

Mrs Patrick went on to say that 
currently there was a golden opportunity 
in the American market. Japan has lost 
a sizeable part of the American market 
due to upvaluation of the yen vis-a-vis 
the dollar. After the realignment of the 
exchange rates, Japanese goods in the 
US had become 30 to 40 per cent more 
expensive. “Now is the time for the 


Indian exporter to step in and fill tl 
gap,” she said. 

Emphasising that in the case of mar 
items India had the capacity to produ< 
goods of the requisite quality at compel 
live prices, she particularly mentione 
such goods as readymade garment 
bicycles, machine tools, shoes and chaj 
pals, steel tubes and silks. 

Regarding tariff barriers, she said the 
were not a major hurdte in exports t 
the US. The tariff rates were ncgligibl 
and if other conditions were satisfied, ih 
exporter would not find them a bariic 
to increased exports to the US. 

Summing up, Mrs Patrick said lha 
she had been fascinated by the larg 
number of consumer goods of higi 
quality produced in the country and wa 
sure that there were great possibilities a 
selling increased quantities of manufac, 
tured goods to the US. She fclttha, 
particularly in the case of raw silk, shoe: 
and chuppals, India had a great advaiv 
tage over many other nations. 
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The need to increuM; our agricultural output by 
improved methods of cultivation and by recover¬ 
ing eulturabte waste is well-known. At the pre¬ 
sent time of food shortage it is imperative. Even 
in normal times planners have pointed out that 
this increase of agricultural productivity cannot 
be effected without a scheme of subsidies to culti¬ 
vators, whether m cash or in kind. The work of 
the provincial agricultural departments in this 
direction in peace-time was little more than ex¬ 
perimental und was hardly mentionable for any 
all-India results. Now, however, unstinting finan¬ 
cial help, if need be without expectation of 
repayment, is urgently called for to mobilize our 
food production resources, and the Central Go¬ 
vernment too cannot afford to stand aloof on the 


constitutional punctilio that agriculture is a 
provincial subject. It will be recalled that 
in October last, the Federation or Indian 
Chambers of Commerce and Industry suggested to 
the Government of India the subsidi/aion of the 
cultivation of cuhurable waste land through grant 
of bounties. The Centre subsidized agriculture 
in the Central Provinces during the last two years 
with the result that some 8 lakhs of acres under 
cotton were claimed to have been diverted to the 
cultivation of food crops. When Bombay was 
faced with a potato famine some months ago tlie 
provincial Government supplied potato seeds to 
cultivators at Rs 12 a maund though they bought 
them at Rs 20 a maund. 
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i/isiting Japan recently 

c had the pleasant experience of spending 
ic first few days of the New Year in 
tautiful Kyoto. Favoured by tourists, 
bth foreign and domestic, at all times, 

* yolo is a particularly powerful attnc- 
ion for holidaying Japanese at the turn of 
he year. The Japanese people are current- 
1 supposed to be passing through one 
? the worst socio-economic crises in their 
story. It is indeed true that the Japanese 
;onoray is threatening to plunge into a 
session just at a time when inflation, 
caching out to an annual rate of any- 
ling up to 30 per cent, is making dents 
i the iron discipline of Japanese 
xiety. 

Nevertheless, in Kyoto and indeed all 
ver Japan, ordinary men and women 
-ere celebrating this New Year at shops 
nd shrines and on the streets with all 
le gay abandon of an affluent economy, 
'he cynic might say that they were hav- 
lg their last fling but to me it seemed 
lat the Japanese people were consciously 
triving to draw sustenance from the 
pirit of their most important festive occa- 
ion so that they might address them- 
elvcs to the hard national tasks ahead 
nth the dedication and energy that will 
indoubtedly be demanded of them. 

Immediately, the Japanese people, 
jhrough an act of collective self-denial, 
✓ill have to accept a regimen of restraints 
m incomes and consumption. Quite a 
cw observers, both native and foreign, 
f the Japanese scene doubt that the 
iresent government under Mr Tanaka 
|vill be able to provide the necessary ins¬ 
piration and direction to the Japanese 
People for the purpose. This however is 
pot really a serious problem. Fortunately, 
here always has been much more to the 
jTapanese society than its government of 
he day. For one thing, the great corpora- 
ions, which give character to and set the 
one for so much of Japanese conduct in 
(private as in public life, should be able to 


bring out the best in the survival instinct 
of the Japanese people* AH the trial* and 
tribulations of their beleaguered yen not¬ 
withstanding, neither the Japanese people 
nor even the Japanese economy is down 
yet—and neither of them is likely to be 
out ever. 

At this point I might recall (not enti¬ 
rely without malice) the advice or admo¬ 
nition (itself quite malicious) which The 
Economist chose to address to the Japanese 
government in March last year. It suggest¬ 
ed that Japan owed it to tne industrialized 
countries of the west to arrest its flood of 
exports by deliberately courting a rate of 
inflation which would match with inflation 
rates in all its main competitors in order 
that it (Japan) might not continually be 
gaining an advantage over them in the 
cost per unit of the things that were pro¬ 
duced for export. 

The Economist admitted that this was 
a painful prescription but it did not 
have the imagination to see that it 
was also a heartless one. The journal 
itself conceded that Japan had a long way 
to go before the standard of living of its 
people, especially in terms of private hou¬ 
sing or communal services or amenities 
could approximate to the norms which 
had become normal in the case of the 
more affluent western countries. Never¬ 
theless, it did not occur to The Economist 
that to prescribe inflation as a deliberate 
economic policy to a country in that situ¬ 
ation was in fact to demand of it that it 
should opt for the deliberate generation 
of social tensions which might well disrupt 
its economy altogether. Now that with or 
without benefit of The Economist's counsel 
Japan is in fact confronted by inflation of 
at least British if not South American di¬ 
mensions, I wonder whether The Economist 
finds that it has anything to congratulate 
itself on. 

As a matter of fact, I find that 
the journal has lately been talking of the 
adverse repercussions of a setback in the 


Japanese economy at a time when Japan 
has at last begun to offer a growing 
market for the products of industry in 
western Europe or the USA. It does not 
follow of course that this will teach humi¬ 
lity to The Economist . If anything could 
do this, it ought to be the economic plight 
of Britain itself, for the question must 
after all be asked why, if The Economist 
has all that wisdom to offer to countries 
and governments round the world, it has 
not been conspicuously successful in influ¬ 
encing the course of Britain’s own econo¬ 
my to better effect. 

Meanwhile Mr Tanaka's 

stormy tour of Japan’s ASEAN neighbours 
has served to promote a feeling that 
its current economic difficulty has made it 
vulnerable to the pent-up anti-Japanese 
emotions in the region. This reading of 
the student demonstrations in Bangkok 
and Jakarta would however make only for 
part of the truth. What would be far 
more relevant to the situation in Thailand 
or Indonesia is that the students were 
protesting as much against conditions 
nearer home as against the much adver¬ 
tised neo-colonialism of Japanese trade 
or industry. 

It is true that, in Thailand at any 
rate, the students have recently 
succeeded in unseating an entrenched 
military oligarchy but, even so, Thailand 
is yet to complete the difficult and delicate 
process of a true restoration of responsi¬ 
ble democracy and it is more than merely 
possible that the people of Thailand, in¬ 
cluding of course the students, are unea¬ 
sily aware of this painful incompleteness 
and are therefore disposed to be aggres¬ 
sively on the offensive. 

As for Indonesia, it is even more clear 
that, while the Japanese prime minister 
was only, the obvious target, the basic 
thrust of the demonstration was really 
against the Suharto administration. As 
it happened, I was passing through Jaka¬ 
rta on the day Mr Tanaka had arrived and 
some of the responses which my guarded 
questioning elicited left me in no doubt 
that social tensions, pressured by politi¬ 
cal discontent, had begun to anticipate 
the promised benefits to the people at 
large of the heady affluence brewing in the 
bubbling cauldrons of Indonesia’s unfold¬ 
ing oil wealth. At this stage I feel temp¬ 
ted to raise a query whether the recent 
Chinese display of force over the islands 
of the Paracels archipelago may not serve 
to induce second thoughts in Pacific capi- * 
tals such as Bangkok or Jakarta about 
the jwisdom of dealing pinpricks to ano¬ 
ther important Asian country which, 
though not now militarily significant, is 
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yet of considerable potential for provi¬ 
ding capital and know-how for economic 
development, 

A week of a little more 

than seven days—although it was a long 
and crowded week-spent in a country such 
as Australia, which is also a continent, 
may not warrant my writing at length on 
that country in terms of personal impres¬ 
sions or knowledge. Nevertheless, this is 
what I propose to do in a subsequent issue 
of this journal. In extenuation I may say 
that having shared my time in Australia 
between Sydney and Canberra, 1 could 
at least claim to have breathed 
the same air with about one in 
every four Australians. It is true 
that I did not even set my eyes on the 
great Outback, but is it not the case that 
many who have passed through India, 
whether journalists or others, have frequ¬ 
ently felt free to write about India altho¬ 
ugh they had not set foot anywhere in 
Uttar Pradesh except perhaps for a dash 
to Agra plus or minus Fatchpur Sikri? 

In any case, whether one has travelled 
a little in Australia or a lot, there js still 
no harm in one sharing such impressions 
with others as that the Australian people 
arc among the friendliest peoples on this 
good earth. Indeed one does not have to 
travel far or long in Australia to be able 
to bear witness to this. The very moment 
I walked towards the Customs men at 
Sydney airport I found how much it meant 
to be welcomed warmly by men whose 
professional duty it might be to deal with 
you as if you were from a ring of inter¬ 
national smugglers until you had proved 
that you were not. Once on the streets 
of Sydney itself, 1 found to my blossom¬ 
ing wonderment that it was the easiest 
thing in the world to find my way about 
the place. This was certainly not because 
I was an accomplished reader of street 
maps. Asa matter of fact lam not. It 
was not even because the street map of 
Sydney was, as was the case, so well-ord¬ 
ered that even he who ran could read it. 
It was simply because every time I had 
occasion to pause at a street junction and 
Pull out the map and i efer to it, I found 
somebody or other passing by stopping 
to ask rue where 1 wanted to go and 
whether he (or she) could help me. The 
result was the street map became simply 
a souvenir. 

In my younger days I had 
been nursed on horror stories of Aust¬ 
ralia’s “whites only” policy and it may 
be that, even now, from the point of 
view of would-be immigrants from Asian 
countries, Australian attitudes could well 
be more expansive than they are. But 1 


would state without any hesitation that 
once one has arrived in Australia, whether 
as a casual visitor or on a less transient 
basis, one is generally apt to find that 
the people there are friendly, helpful and 
ungrudging of their time or assistance. 
It is possible that the open character of 
the country has something to do with the 
open nature of its people. 

My enthusiasm for Australia notwith¬ 
standing, I am not prepared to say that 
Canberra is my favourite city outside 
India. That distinction firmly belongs to 
New York in spite of what New York may 
have become since I was there last, which 
was quite some years ago, but 1 did find 
Canberra an extremely attractive city, fast 
growing and impatient of fulfilment no 
doubt but still managing to be gracefully 
relaxed in the enjoyment of its own grow¬ 
th. Clean like a hound’s tooth and with 
all the space and air in the world for 
every man, woman or child in its embrace, 
Canberra has both the right and the oppor¬ 
tunity to develop endlessly as an untram¬ 
melled child of man’s courtship with 
nature—and I do wish that the few sky 
scrapers, which have thrust themselves 
into the skies, and the others which, un¬ 
fortunately, aje bound to follow, do not 
disturb unduly the harmony of Canberra’s 
march towards its urban destiny. 

Hong Kong is something 

one cannot easily avoid while one is travel¬ 
ling anywhere in those parts of the Paci¬ 
fic. I had in fact to pop in and out of 
Hong Kong three times within as many 
weeks. Not that one needs to be tempted 
specially 4o spend a couple of days in 
Hong Kfrng. It is certainly one of those 
god-gifted places on earth where all that 
is most unreal in the world is apt to be¬ 
come almost real—and I am not being 
nostalgic about the lost era of Suzie 
Wong. Nevertheless, it is not particularly 
a morale-boosting experience for an 
Indian to be passing through Hong Kong 
now. In this most mercenary of places 
every Indian is made to feel that he is 
showing the stigmata of his country’s fail¬ 
ure so far to make good its pledge of 
economic development. There was, for 
instance, a cartoon in a Hong Kong news¬ 
paper showing an overcrowded bus lean¬ 
ing dangerously to one side over a legend 
exclaiming that the bus about to topple 
over must surely be an Indian-made 
one. 

The insinuation, of course, is childish 
and outrageously false, but as an index of 
how India’s economic prowess is rated in 
Hong Kong, it must arrest our attention 
although it may give us offence. The Hong 
Kong Standard of January 7 spread out on 
one whole page a savage view of India’s 


social backwardness and economic stag 
nation as published originally in the Wet 
German magazine Der Spiegel Unfortu 
nately our Mission at this place has appa 
rently been unable to do anything ver 
much to correct or counter even th 
grosser distortions of the Indian imag 
by Hong Kong's press or its cocktail cir 
cuit. 

On the contrary, considerable avoid 
able harm was probably done to India* 
cause last year when the then Consu 
General became a controversial figun 
both among the Indians and the “Hon* 
Kong Indians”—a recognizable tribe—ii 
the Crown Colony as a result of his allege* 
sins of commission or omission. He wa. 
subsequently recalled and his successor 
who has recently joined his post, seems U 
have started with several personal advanl 
ages in his favour. Nevertheless, he ha: 
his work cut out for him. Even as I wa? 
taking leave of friends in Hong Kong on 
the 18th of January I heard some o 
them expressing their unhappiness tha 
only a very limited number of tickets hac 
been sold for the reception which tin 
Indian business community wa: 
planning to hold iu honour of the Consu 
General the following day. 

It is possible that, due to a numbet 
of circumstances, “Hong Kong Indians’ 
as well as Indians in Hong Kong 
may be disposed to show some 
interest in investing capital or know¬ 
how in business ventures in India in the 
coming months. But change can be got 
out of them only if the Indian government, 
through its diplomatic representation on 
the spot as well as otherwise, is able to 
win their confidence. 

One of the minor virtues 

of The Times of India is its ability to be 
amusing without trying. In its 'Notebook’ 
on January 22, it mentioned a railway 
engineer in the Soviet Union being excu- 
tcd for drawing for his personal benefit 
salaries on account of non-existent rail¬ 
way employees and proceeded to suggest 
that “if the same standards were applied 
in this country, the firing squads would 
have to work three shifts for months on 
end”. Surely the point of the Russian 
practice is that it is a deterrent. In other 
words, once governments start shooting 
malefactors there ought to be a remark¬ 
able decline in enthusiasm for qualifying 
for the firing squad among would-bc trans¬ 
gressors of the law. It is evident that 
logic, and not only newsprint, is 
in short supply 
on Dr Dadabhai 
Naoroji Road in 
Bombay. 
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i Though the public sector has been ra¬ 
bidly expanding since Independence, its 
/performance has been consistently un¬ 
satisfactory. Dr Lallan Prasad in his 
personnel Management and Industrial Re¬ 
lations in the Public Sector has made an 
ittempt to deal with various issues in the 
man-management area which arc affecting 
^practically all the public sector enter¬ 
prises in India. This book is based on 
hhc author's research thesis with special 
'reference to the Hindustan Steel Limited. 

i 

The present-day managers in Indian 
[industrial units, whether in the public or 
fthe private sector, face varied and com- 
tplcx problems in managing the human 
[resource which is the most important 
jjasset in any organization. According to 
Dr Prasad in the Hindustan Steel Limited 
(HSL) as in most other public enter¬ 
prises the human element has not been 
given due attention. As employer the 
government which is expected to be a 
model employer has miserably failed here. 
Low productivity, high personnel cost, 
managerial inefficiency, indiscipline among 
employees (particularly in Rourkela and 
Durgapur) and strained relations between 
management and labour have all been 
mainly responsible for the enormous losses 
which HSL has been facing from the 
beginning. 

Leadership at the top always plays an 
important vole in the functioning of an 
organization. Almost without exception, 
the senior government officials placed at 
the helm of affairs of HSL have failed to 
provide good leadership. These people 
lacked the training and background; nor 


were they appointed on the basis of merit. 
The policy of appointing part-time direc¬ 
tors has also not produced desired results. 

The author is of the opinion that the com¬ 
position of HSL’s board as also of other 
public undertakings needs to be recast. 
Experienced and duly qualified personnel 
from business and industry and not just 
officials from government departments 
should be placed at the head of public sec¬ 
tor enterprises. Majority of directors on 
the board should be whole-time officials 
of the company. Only experienced people 
from technical, financial, legal and per¬ 
sonnel fields should be appointed as 
directors. Reasonable enure of office 
for the above personnel should be fixed. 
Government should consult the chairman 
while appointing senior personnel in the 
unit. This would enable the chairaman to 
have a team of his choice and maintain 
coordination at different levels of ad¬ 
ministration . The general managers of 
the three steel factories should be made 
members of the boards. The size of HSL 
being very large, a centralised system of 
control would create more red-tapism and 
bureaucracy at higher levels and lack of 
initiative at the lower levels. This would 
result in loss of advantages due to big 
size. 

The author is of the opinion that in 
the case of HSL, instead of creating lo¬ 
cal boards, the plant managers should be 
associated with the company board. The 
author is confident that the performance 
of HSL can be bettered by improving its 
management by effective implementation 
of the policies laid oWn by the board at 


According to Dr Prasad, it is unfortu¬ 
nate that from the beginning due attention 
to the personnel function at the board level 
in HSL has not been given. The conse¬ 
quence has been disastrous. There should 
therefore be a full-fledged director of per¬ 
sonnel on the board of each public sector 
undertaking which also must have a 
personnel department. The absence of 
such an official in HSL from the beginning 
has been responsible for the lack of proper 
planning, organization and control over 
manpower, The author also finds fault 
with recruitment and selection policy of 
HSL. This has resulted in the three plants 
being overstaffed. Job specifications were 
not prepared and proper assessment of 
labour force requirements uus not worked 
out. The problem of over-staffing in HSL 
and most other public sector undertakings 
needs immediate and careful attention. 

management service 

As regards top level managers the 
author has pleaded for the establishment 
of an Indian Management Service by the 
government of India on the patLcrn of 
the Union Public Service Commission. 
There should be central recruitment, inter¬ 
company transfers to ensure mobility and 
due promotion and uniform service 
conditions in all the public sector under¬ 
takings. Adequate training facilities should 
be provided for the lower personnel 
at the plant level and in this collabo¬ 
ration of universities and training insti¬ 
tutes should be sought. Individal in¬ 
centive schemes should be introduced, 
establishing direct link between perfor¬ 
mance and bonus earnings. Managers 
of public undertakings must pay more 
attention to job analysis and job evalua¬ 
tion. This has hardly been done so 
far. Also attempts will have to be made 
to create conditions that will build morale 
of the employees of public undertakings. 
That has not been done in HSL where 
morale of most employees is very low. 
The author is of the opinion that formal 
organs of joint consultation will promote 
constructive cooperation between labour 
and management. 

Dr Lallan Prasad has made a thorough 
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study of the managerial aspect of HSL 
and has put forward succinctly various 
points that need careful attention. But 
then all this has been said before times 
without number, but with no effect on 
the government. Public sector enter¬ 
prises instead of being run on business 
lines are being run on ideological consi¬ 
derations and for party interests. They 
have become a millstone round the neck 
of the Indian economy. The government 
appears to have undertaken to do far too 
many jobs than it is capable of doing. 
When all over the world including the 
USSR there appears to be the tendency 
not to equate nationalisation with effi¬ 
ciency, die government here seems to 
have learnt nothing and appears to want 
to learn nothing. The least that the govern¬ 
ment can do is to run these public sector 
undertakings on purely business lines sug¬ 
gested by Dr Prasad and myriad others 
like him. 

Regional Disparities in 
Farming 

While India’s successive five-year Plans 
have been emphasising regional economic 
development, the fact is that regional 
disparities arc increasing. Though at¬ 
tempts were made in the past to locate 
resources in different regions and for their 
exploitation, the author of Agricultural 
Regionalization of India is of the opinion 
that there is yet vast scope for undertak¬ 
ing intensive surveys and in-depth research 
in this field. Attempt has been made in 
this book to delineate Indian agricultural 
regions on the basis of sensitive resource 
indicators such as soil composition, rain¬ 
fall, irrigation, pressure of population 
on land, intensity of cropping and culti¬ 
vated area as percentage of total geogra¬ 
phical area. This has been done for each 
of the major states in India. There is no 
doubt that the book makes a methodolo¬ 
gical contribution to the study of utilisa¬ 
tion of resource endowments, identifica¬ 
tion of backward districts and regional 
imbalances. With district as the unit of 
study, the importance of this analysis 
gets enhanced in the context of increasing 
emphasis on district planning, bloc area 
development and integrated area develop¬ 
ment plans and programmes. 

The author defines*a region as “an 
area homogeneous in respect of a parti¬ 
cular set of conditions determined by the 
purpose for which it is delineated.” The 
author has made an attempt to delineate 
agricultural regions within each state as 
also over states without considering 
political boundaries of states. He has 
delineated in all 76 agricultural regions as 
follows: Tammu & Kashmir (4), Punjab 
including Haryana (4), Rajasthan (8), 


Uttar Pradesh (9), Madhya Pradesh (9), 
Gujarat (5>, Maharashtra (6), Andhra 
Pradesh <4>, Mysore (4), Kerala (4), Tamil 
Nadu (4), Orissa (3), Bihar (5), West Ben¬ 
gal (3) and Assam f4). 

With the shift in emphasis on area 
planning at lower levels like districts and 
blocks, districtwisc studies on resources 
and productivity have assumed special 
significance. According to the author, for 
example, the present exercise has helped 
in pin-pointing certain areas which have 
remained depressed but where there is 
great scope for further exploitation of 
available resources. On the basis of this 
study, it has been observed that full po¬ 
tentialities of soils in terms of crop pro¬ 
ductivity are yet to be realised in areas 
like north Bihar, south Bihar, Chota- 
nagpur, northern Orissa, coastal Orissa, 
Himalayan Punjab, Himalayan UP, 
west UP, Rajasthan plateau, east Rajas¬ 
than, cast Madhya Pradesh, Konkan 
Vidarbha, Rayalaseema, Telengana, west. 
Tamil Nadu, north Mysore and coastal 
Mysore. The author is of the opinion 
that any generalisation about casual 
factors responsible for under-utilisa¬ 
tion of available land resources is 
very difficult. For this specific surveys 
and investigations will have to be under¬ 
taken. 

area approach 

Various measures are being undertaken 
to realise the potentialities of land and 
other resources available in various regions 
of the country. Thus the government of 
India has already adopted the area study 
approach at the district level. Already 
56 districts spread in different parts of 
India have been selected for setting up 
small farmers development agencies. 
Similarly, schemes for marginal farmers 
and agricultural labour have been taken 
up in 41 selected districts. Scmi-arid areas 
located in Rajasthan, Gujarat and Haryana 
have been receiving special attention. The 
Central Arid Zone Research Institute at 
Jodhpur has been carrying on research in 
grassland improvement, afforestation, sand 
dunes stabilisation and conservation farm¬ 
ing. The Desert Development Board set 
up in 1969 has recommended a number of 
measures relating to pasture develop¬ 
ment, soil conservation, afforestation and 
agricultural development in desert areas. 
Similarly, the question of implementation 
of suitable programmes of lasting benefit 
in scarcity affected areas with a view to 
preventing drought and reducing their ill- 
effects has also been under consideration. 
Exploration of groundwater and mineral 
resources, minor irrigation schemes, soil 
and water conservation works, afforesta¬ 
tion and development of pastures are the 
main items on which emphasis is being 

isi 


laid to bring about the development of 
drought affected areas in various states. 

This is an excellent technical study which 
should serve as a firm foundation for agri¬ 
cultural planning in the country, especially 
with the objective of developing agricul¬ 
tural resources of backward arcAs. Real 
planning requires comprehensive know¬ 
ledge about the availability of resources 
of different regions. This alone can serve 
as a firm foundation for planning. Dr 
Prem S. Sharma has done well to under¬ 
take this study as also to point out further 
directions in which research and investiga¬ 
tions in matters of agricultural rcgionalisa- 
tion should proceed. 

The post-war situation in Asia has 
become tense mainly as a result of 
military blocs forged by western powers 
with a view to ensure security against 
the communist threat. Progressive ruling 
circles in Asia advocated non-alignment 
and peaceful co-existence as an answer to 
the western approach to security through 
military pacts like SEATO and CENTO, 
The politics of military blocs has proved 
its futility over years and the forces of re¬ 
surgent Asia have become too powerful 
to be suppressed any longer by any super 
power. And yet the threat to Asian se¬ 
curity still remains. The joint authors of, 
Towards Collective Security in Asia, Kau- 
shik and Peerthum, have made an attempt 
in this book to analyse the problem of 
Asian security against the background of 
the crisis of bloc politics and the recent 
favourable changes in international cli¬ 
mate. 

The authors begin by explaining the 
bankruptcy of bloc politics. They have 
explained how the USA started forging a 
system of aggressive military and politi¬ 
cal blocs in Asia in the guise of collective 
security, how the end of the American 
nuclear monopoly compelled the western 
camp to look for a new strategy to main¬ 
tain its world dominance, how the western 
powers started constructing a network oF 
military bases all over the world and 
on unprecedented arms race, how India 
and other non-aligned Asian countries 
refused to be drawn into western military 
blocs, how the western powers tried to 
exploit bilateral disputes in Asia for their 
advantage, how the Arab peoples with 
firm support of USSR opposed the western 
powers, how the military bloc policy 
eventually failed to realise the objectives 
for which blocs were set up and how with 
the passage of time the non-aligned count¬ 
ries became a force to ■ reckon with m 
international policies. But according to 
the authors, USA in spite of its bitter and 
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uniiliating experience in North Viet* 
iam, has not learnt any lesson and the two 
tillion dollar US arms deal with Teheran is 
itended to build CENTO’s, muscle and 
gain encourage arms race in Asia. 
The Nixon administration is in search of 
n Asian power to stem the rising tide of 
lational movement in the Persian Gulf 
egion which threatens its neo-colonial 
nterests. 

Asia has been a hotbed of insecurity in 
he post-war period. The Asian scene is 
:haracteri$cd by colossal economic back* 
vardness, political upheavals, social ins- 
ability and a series of armed conflicts 
ind wars. There is a tendency among 
nany western writers like Werner Levi, 
r.B.B. Miller and Dick Wilson to attri¬ 
bute all the violent troubles in Asia 
primarily to infighting among Asians 
hemselvrs, to acute religious dissensions, 
:o cultural diversities, to territorial ambi- 
:ions and to intransigence due to lack of 
experience in the conduct of international 
iffairs. But the authors maintain that most 
rf the intra-regional conflicts in Asia 
are largely a legacy of the colonial past. 

inter-state disputes 

Though inter-state disputes have existed 
for long among Asian states, it is the ex¬ 
ploitation of them by the western powers 
under the cold war conditions that is 
largely responsible for converting these 
purely local conflicts into major crises 
threatening world peace. The balancing 
game of outside powers is keeping the 
Asian countries apart. But the authors 
believe that there is every reason to hope 
that the establishment of a genuine sys¬ 
tem of collective security is Asia would 
create a climate of mutual trust and co¬ 
operation among the Asian countries. 
Such a collective security arrangement is 
essential, according to the authors, not 
only on grounds of pacifist and humani¬ 
tarian considerations but also to meet 
the grave threat that neo-colonialism still 
poses to the security of the Asian coun¬ 
tries. The western colonialism is still 
very much at the doorsteps of the Asian 
countries. This is obvious from the Nixon 
Doctrine which is placing increasing 
reliance on oceanic strategy for the reali¬ 
sation of its nco-colonialist designs in 
Asia. 

The authors then proceed to consider the 
path to Asian collective security. Obvious¬ 
ly this path is difficult and complex. 
But given sincere and sustained efforts of 
all the Asian countries and international 
support, a structure of peace can be built 
in Asia in the near future. According to 
the authors, there are certain essential 
prerequisites for the establishment of 
regional collective security. Some of these 


prerequisites are the liquidation of ail the 
military bases in the region and steps to 
establish regional economic cooperation. 
But political initiative creating a climate, 
of trust among Asian nations would be 
crucial in achieving a breakthrough in 
regional economic cooperation. Accord* 
ing to the authors, the bilateral treaties 
entered into by the Soviet Union with 
Egypt, India and Iraq, the older Soviet- 
Afghan and Soviet-Iranian non-aggres¬ 
sion and neutrality treaties and the India- 
Nepal and India-Bangladesh treaties of 
peace and friendship can serve as a model 
to be followed in establishing a structure 
of peace in Asia. A network of such trea¬ 
ties covering all the states is Asia will go a 
long way in creating an atmosphere for 
taking measures of collective security in 
Asia. Though this struggle has to be mainly 
launched by the Asian peoples themselves, 
outside powers interested in Asian security 
can also play an important role 

collective security 

It is since June 1969 when the idea or 
a system of collective security in Asia was 
first mooted by Leonid Brezhnev that 
the proposal is being debated. The debate 
has been especially critical since Chou En- 
lai called it “a new step by social imperial¬ 
ism to rig up a new anti-China 
military alliance... .(by) stepping into 
the shoes of US imperialism.” On the 
contrarv according to the Soviet leaders, 
the collective security in Asia should be 
based on “such principles as renunciation 
of the use of force in relations between the 
states, respect for sovereignty and in¬ 
violability of borders, non-interference in 
domestic affairs and extensive develop¬ 
ment in economic and other cooperation 
on the basis of complete equality and 
mutual advantage.** 

In spite of the best efforts by the au¬ 
thors, the readers fail to comprehend the 
idea of collective security in Asia. One 
wonders whether the authors themselves 
have a clear idea of the Asian collective 
security concept. This is not surprising in 
view of recent pronouncements by some 
of the Soviet leaders themselves that even 
they are not quite sure about the exact 
meaning and content of the Asian collec¬ 
tive security plan. Security against whom ? 
China ? If so, the Chinese are right in sus¬ 
pecting and denouncing the idea. But then 
the authors maintain that the collective 
security idea is not aimed at any particular 
nation and that even China and USA can 
join it, if they so wish. If this is so, then 
collective security against whom? One 
feels that India has rightly been cool to 
the idea of Asian collective security, es¬ 
pecially when nobody is sure of what the 
concept means and aims at. It must be 
said that while the authbrs have succeed¬ 


ed to a considerable exleut in satisfactorily 
analysing the evolution, execution and 
implications of the US foreign policy, they 
have not succeeded to the same extent in 
interpreting the intentions, meaning and 
implications of the Soviet policy in re¬ 
gard to Asian countries. 

Human Element In Farm 
Revolution 

Green Revolution based on contributions 
of a number of learned and experienced 
scholars and practitioners headed by M.S. 
Randhawa, is easily the finest and most 
readable book on the subject of green 
revolution in Panjab. What is remarkable 
about this book is that unlike most other 
books which analyse the phenomenon 
called the green revolution in dry and un¬ 
interesting terms like agricultural inputs 
and outputs, making the whole reading 
an exercise in agricultural technology, 
it gives a predominant place to the human 
clement which has played an extremely 
vital role in ushering in the green revolu¬ 
tion on the plains of Punjab. Every page 
carries the stamp of authority and con¬ 
viction born out of the actual experience 
undergone. 

The book (which is a joint effort by 13 
eminent authors) begins by giving the 
historical development right from the 
origin of agriculture about 7000 B.C. to 
the condition of agriculture in the Punjab' 
on the eve of the green revolution. * In 
about 50 pages the authors have presented 
a panoramic picture of agricultural de¬ 
velopment in India in general and in 
Punjab in particular, which gives a 
clear and distinct picture of the developing 
situation. As in other states, agriculture 
in Punjab was in a mess at the time of 
independence and it is out of this that a 
veritable revolution has been brought 
about there. How? Section III of the 
book provides the answer in a graphic 
way. 

According to the authors, ubove every- 
thing else, it was the human element that 
played the most vital role in bringing about 
the green revolution. The people of Pun¬ 
jab are virile, hard working, adventurous,.. 
bold, practical, most mobile and prag¬ 
matic with a will and capacity to succeed 
in whatever they undertake to do. It is 
this which provided the foundation* for 
the green revolution in Punjab. Things' 
could not have been otherwise with people ■ 
such as these. In less than a generation 
they made “the wilderness blossom like 
the rose”. 

The consolidation of holdings, the land' 
reforms by which land was turned over 
to the actual cultivators (so that the owncr- 


BASTERN ECONOMIST 


182 


FBtttUARY 1, 19M 



cultivator percentage increased from 51.4 
per cent in 1947 to 80.89 per cent in! 19M-70) 
the very vital role played by Agricultural 
and Development departments, the won¬ 
derful role played by the Punjab Agricul¬ 
tural University where mostlypeoplc with 
rural bias were trained »n different agri¬ 
cultural sciences and practices, the effi¬ 
cient maimer in which cooperative socie¬ 
ties played their role in providing short¬ 
term and long term credit, the useful role 
played by the Punjab State Cooperative 
Supply and Marketing Federation in re¬ 
gard to supply of various agricultural in¬ 
puts and marketing of agricultural pro¬ 
duce* the role played by agro-industries 
as also factors such as irrigation and tube- 
wells (the number of which went up from 
just a couple of hundreds in 1951 lo 
232,280 in 1971-72), introduction of im¬ 
proved seeds, use of fertilizer, increasing 
use of electricity and agricultural machi 
uery (in which about Rs 76 crores were in¬ 
vested by farmcrs]by 1969,) crash program¬ 
me for the construction of rural link loads 
- - have all played their part in ushering 
in rhe green revolution in Punjab. 

The result has been that area under wheat 
increased from 1,137,000 hectare sin 
1950-51 to 2,111,000 hectares in 
1069-70 and production of wheat from 
1,024,000 tonnes to 4,800,000 tonnes 
and yield from 901 kilograms per 
hectare lo 2,245 kilograms per hectare 
during the same period. This is some¬ 
thing unprecedented in the agricultural 
history of any country in the world! Also, 
remarkable improvements have been 
brought about in respect of rice, bajra, 
moong and other crops, though the revo¬ 
lution in these might not be as spec¬ 
tacular as in the case of wheat. 

remarkable aspect 

The remarkable and the most satisfying 
aspect of this green* revolution has been 
that it has produced beneficial effects 
on all sections of the agricultural and non- 
agricullural communities. The green revo¬ 
lution in Punjab has benefited big, medi¬ 
um and small farmers and not just the big 
ones. The rental value per acre per year 
has increased from Rs 302.50 to Rs 418.50 
in the case of irrigated land and from 
Rs 190 to Rs 245.35 per acre in the case of 
unirrigated land during 1967-68 and 1969- 
70. It is also seen that at the present stage 
of farm technology and pattern of me¬ 
chanisation followed in Punjab, this new 
technology has actually resulted in in¬ 
crease in employment of human labour due 
to increase in cropping intensity and in¬ 
creased production per unit of time and 
area. Again the present pattern of farm 
technology has increased labour employ¬ 
ment in terms of number of days worked 


during the year from 277.57 days in 1967- 
68 to 322.82 days in 1969-70 Also 
wages of agricultural labourers <who arc 
mostly landless workers) rose from 
Rs 3 .75 per day in 1967-68 to Rs 5.50 in 
1969-70, and during peak period from 
Rs 6 to Rs 9.50 during the same period. In 
the case of permanent farm servants annual 
wages went up from Rs 1029 in 1967-68 
to Rs 1286.50 in 1969-70. 

Punjab is so different from other states! 
There are about half a million serving sol¬ 
diers and pensioners in the countryside. 
It is the villagers who send their sons to 
the Punjab Agricultural University. Vast 
number of agriculturists are educated. In 
Punjab for the first time (unlike in other 
slates of India) time has acquired value 
for farmers. Unlike in most other states 
where agricultural departments arc over¬ 
loaded with officials who have no practi¬ 
cal experience of agriculture and rural 
life and who arc the traditional exploiters 
of agriculturists, in Punjab the agricul¬ 
tural administrative services are manned 
mostly by people wjth rural and agricul¬ 
tural bias. Punjab (which had to bear 
the brunt of two wars with Pakistan) is 
producing one-fourth of the total grain 
requirements of lhe whole country, help¬ 
ing the country to become self-sufficient in 
foodgrains. 

favourable impact 

And what has been the effect of the 
green revolution on the non-agricultural 
and urban sectors of Punjab’s economy ? 
This has been extremely favourable. With 
rising agricultural incomes demand for 
all types of consumer goods has gone up 
resulting in boom in the manufacturing 
sector both big and small and in trading 
activities both in rural and urban areas 
of Punjab. In the otherwise cynical at¬ 
mosphere that is developing all over India 
Punjab has demonstrated that traditional 
agriculture can be modernised in a very 
short period and that the situation in In¬ 
dia is after all not so hopeless! 

Here is an excellent exposition by real 
agricultural experts who have presented a 
living account (complete with pictures) 
of the process through which one of the 
stales in India has brought about green 
revolution within a very short period. In¬ 
stead of blindly following outlandish 
agricultural practices as our so-called 
agricultural expeits did in the past when 
they talked about the Chinese collec¬ 
tivised agriculture, Japanese method of 
paddy cultivation and cooperative farm¬ 
ing and so on, our agricultural policy 
framers would do well to study and ab¬ 
sorb the lessons from the developments 
taking place in Punjab which has shown 
what can be achieved, provided there is 


will and hard work, of course supplemen¬ 
ted by proper governmental policies. 

Economics of Population 

It is now generally agreed that econo¬ 
mics, sociology and demography will have 
to join hands in an inter-disciplinary 
approach, if the teaching of economics 
(and for that matter of any other social 
science) is to be meaningful. Thus growth 
economics is taught by a number of eco¬ 
nomists in an oversimplified form i.c. in 
terms of a few important and vital vari¬ 
ables such a saving, investment and ca¬ 
pital-output ratio. But as B.N. Ganguli 
has rightly pointed out in Population and 
Development ik Thc population dimension 
of the growth process, the institutional 
rigidities in developing countries with 
rapid population growth, the implica¬ 
tions that such a situation has for the 
si/e of the working force and the level 
and quality of population (bearing in 
mind, particularly, its age composition) 
are aspects of the problem of develop¬ 
ment, which require to be interwoven, for 
expository purposes, into the fabric of 
growth economics/’ Institutional chan¬ 
ges are also far more important and 
cannot be taken as a mere by-product of 
what is narrowly conceived as economic 
change. Also the world has been suddenly 
brought face lo face with the problem of 
man’s adaptation to his environment in 
the broad sense of the term. This is a 
field where biologists, humanists and so¬ 
ciologists will have to join hands to direct 
the course of civilization. Population 
study will be meaningful in this context. 
B.N. Ganguli lias made an attempt in 
this book to deal with some of the wider 
inter-connections of population growth 
and development. 

The author has explained the implica¬ 
tions of increasing population for econo¬ 
mic development-—implications in regard 
to rate of saving, the work force growth 
rale and per capita income. He has 
also analysed the problems of migration, 
urbanisation and regional development 
against the background of increasing po¬ 
pulation. 

In the light of this analysis the author 
has analysed what he calls the broad di¬ 
mensions of population policy. The 
author maintains that wc in India have 
not paid adequate attention so far as to 
how the increasing pressure of population 
reacts on agricultural and social environ¬ 
ment. Something will have to be done 
about reckless urbanisation as also about 
‘mass communication’. The author stales 
that if a national commitment in favour 
of a population policy does emerge one 
of the main tasks of planning will be to 
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?uild up cxpci Use in mass communication 
ind also machinery for research and eva- 
tiation for refining our techniques of 
Communication and persuasion. 

{ While interdisciplinary approach to 
( ociuI problems is necessary, it is regrett¬ 
able that so senior and eminent an econo- 
nist as B.N. Gunguli has completely failed 
n this book to wield that method satis¬ 
factorily. The diffidence of the author is 
jeen when he says that it is “a modest 
ind tentative effort and “a small intro¬ 
ductory reader meant for the student and 
jhe citizen” and that ‘It is illustrative, ra¬ 
ther than exhaustive, in its treatment of 
fhat can be a possible integrated approach 
-o our basic national problems.” The rea¬ 
ders, especially the lay readers (i.e. the 
^citizens’) are likely to be left high and dry 
.ft the rambling treatment of the subject 
rvith a number of ideas, notions and sug¬ 
gestions thrown in the name of interdis¬ 
ciplinary approach and making even simple 
ind well-known things incomprehensible, 

n 

Industrial Democracy 

I There is at present considerable interest 
,n India in promoting workers’ participa¬ 
tion in management. Though the experi¬ 
ence so far has not been encouraging, 
[there is a feeling that the industrial demo¬ 
cracy should be given a fairer trial over an 
.extended period of time. Shri Ram Centre 
[and the Indian Institute of Management, 
-Calcutta, in collaboration with the Bureau 
Jpf Public Enterprises of the government of 
Jndia arranged a seminar on this subject 
Jin February 1972. 

* The seminar was organised with a view 
[to (a) promoting a clearer understanding 
<of the objectives and importance of the 
[scheme of workers’ participation in ma¬ 
nagement in the current, cultural, socio¬ 
economic and organisational setting; (b) 
[evolving an effective organisational frame- 
jwork for involving workers in decision- 
jmaking processes in an enterprise; (e) 
'learning from experience in participative 
^management in India and abroad and 
|(d) identifying the necessary steps for 
[preparing managers and workers and their 
jorganisations for workers’ participation 
^in management. Industrial Democracy — 
1 Some Issues and Experiences includes the 
papers submitted by participants who 
included scholars, managers, policy-makers 
•and unionists. 

It is clear from reading this book that 
the seminar did not indicate a clear path 
for making a plan for industrial demo¬ 
cracy successful. However, certain im¬ 
portant points emerged out of the dis¬ 
cussion. it is felt that workers’ participa¬ 
tion in management cannot be developed 
unless a permissive environment is crea¬ 


ted. This means the climate of industrial 
relations must be peaceful; there must be a 
strong and representative union; and the 
experiment must not be time-bound. It 
was felt that workers’ participation in 
management can succeed only if both the 
parties concerned start with an initial 
faith in the system. This is possible if 
both the parties think of the scheme as a 
useful tool to realise their respective goals. 

Too much must not be expected from the 
scheme, nor should the objectives be 
vague and over-ambitious, ultimately 
leading to frustration of workers. It must 
also be understood that the scheme of 
workers’ participation in management 
must not be confused with the larger ques¬ 
tion of political struggle for power distri¬ 
bution among different social groups. 
This means that if participative manage 
ment is related to some specific and limited 
issues, the chances of success will be great. 
Participative forums should confine them¬ 
selves to dealing with the day-to-day work¬ 
place issues including grievance-handling. 
It means this forum must play a comple¬ 
mentary role to the process of collective 
bargaining. 

It was felt at the seminar that 
government legislation should move to¬ 
wards creating a permissive environment 
rather than imposing rigid framework on 
the parties concerned. It was emphasised 
that institutionalised forms of participa¬ 
tion should be emphasised less and there 
should be greater encouragement to parti¬ 


cipation through changes in leadership 
styles, communication processes, inter¬ 
personnel relations, etc. In public sector 
enterprises, there should be least inter¬ 
ference by outside sources in the formula¬ 
tion and operation of participative sche¬ 
mes. What is more important, right kind 
of attitudes and skills should be developed 
among managers in place of authoritarian 
attitudes and practices prevailing at pre¬ 
sent. 

This has been the experience and guide¬ 
lines called out of domestic and interna¬ 
tional experience in the field of labours’ 
participation in management. While 
reading articles on participative manage* 
ment in Norway, Yugoslavia and Ger¬ 
many, the different socio-economic and 
cultural backgrounds must be kept in 
view. As in other spheres, in the case of 
output of ideas also, underdeveloped 
countries are lagging far behind. They 
show the tendency to borrow ideas and 
institutions wholesale from developed 
countries. But the cultural and socio-eco¬ 
nomic background being different, those 
borrowed institutions inevitably do not 
function effectively, causing a great 
amount of frustration. Indians have been 
notorious in borrowing ideas and institu¬ 
tions from abroad, now west and now 
cast. This attitude will have to be given 
up and attempts will have to be made to 
evolve institutions in various fields includ¬ 
ing labour participation in management, 
suited to our background and genius. 


Neglected region 

Commerce Annual 1973: Edited by Vadilal Dagli; Pp. 292; Price Rs 15. 

Reviewed by II ,C. Ummat 


This year’s annual number of Commerce 
deals with our trade and economic relations 
with south-east Asia. Despite its strategic 
location and national resources which 
make it one of the most important area 
of world trade as well as the age-old cul¬ 
tural relations which it has had with us, 
this region, several contributors to the issue 
bemoan, has been neglected by us. They 
have tried to analyse the reasons for this 
neglect, but they do not seem to appreciate 
fully the fact that a limiting factor for 
close trade and economic lelations bet¬ 
ween us and the south-east Asian region 
is that the countries concerned, by and 
large, have competitive rather than comp¬ 
lementary economies. Besides there has 
been the powerful pull of the fast-growing 
economy of Japan. 

As a result of the more rapid strides 
taken by us on the road to industrialisa¬ 
tion, compared to some of the other count¬ 


ries in the region, the situation, however, 
is now changing. The south-east Asian 
countries can henceforth meet many of 
their requirements of capital equipment 
from our country. They may also find in¬ 
creasing outlets for their production in 
India. 

The plea of Mr Vadilal Dagli that 
concerted efforts should be made by us to 
foster trade and economic relations with 
south-east Asia, therefore, is timely. He 
has suggested a nine-point programme for 
this purpose. The more important prongs 
of this programme are: (i) forging of shipp¬ 
ing, banking and insurance links with the 
region, (ii) extension of credit facilities to 
the needy neighbours; (iii) evolving of an 
import policy, taking into consideration 
the export surpluses of the vanous count¬ 
ries; (iv) encouraging of joint ventures; 
fv) annual exchange of trade delegations; 
fvi) establishment of permanent industrial 
and departmental stores in each country 
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and (vii) encouraging Indians to leurn the 
south-east Asian languages. 

MrChanchal Sarkar’s article on ‘"India’s 
Interests in South-East Asia” and Mr 


Tnii secretary of a company in our country 
has a number of responsibilities, one of 
which is conducting its statutory meetings 
according to the letter and spirit of law. 
Mr S.P. Pahwa has done a good job in 
explaining the implications of various 
formalities which need to be observed in 
this regard. Besides explaining the duties 
of a secretary, he has given detailed ex¬ 
planations in separate chapters in regard 
to agenda, notice, proxies, quorum, statu¬ 
tory meeting and statutory report, board 
of directors and their meetings, annual 
general meetings, extraordinary general 
meetings, meeting at the instance of the 
court, class meetings, meetings for winding 
up, chairman, voting, minutes and mo¬ 
tions and resolutions For his exposition, 
Mr Pahwa has relied upon judgements of 
courts in a large number of cases. 
Painstakingly written, the book will be 


K.S.C Pillars contribution “So Near and 
Yet so Distant” also make interesting read* 
ing. The country profiles throw ample 
light on the economic growth of the region 
during the last two decades. 


found useful both by company secretaries 
and students taking the examinations of the 
Institute of Company Secretaries of India. 

Books Received 

The Higher Learning in India : Edited by 
Ainrik Singh and Philip G. All bach; 
Vikas Publishing House Pvt. Ltd, 5 
Daryaganj, Ansari Road, Delhi-110006; 
Pp 450; Price Rs 50. 

The World of Courtesans : Moti Chandra; 
Vikas Publishing House Pvt Ltd; Pp 
245• Pi j ce R§ 50. 

Digest of Tea Statistics \ 972-73: Publish¬ 
ed by the Tea Board of India; Pp 89; 
Price Rs 2. 

India and Pakistan: A Historical Survey 
of Hindu-Muslim Relations: V.B. Kui- 
karni; Jaico Publishing House, 125 
Mahatma Gandhi Road, Bombay-1; Pp 
528; Price Rs 35.00. 


Hanking Law and Practice in India (Four¬ 
teenth Edition : By M.L. Tanrtan; Re¬ 
vised by B.R. Tannan; Thacker & Co. 
Ltd, Kaikhushru Dubash Marg, Bom¬ 
bay-400001; Pp. 615; Price Rs 28.00. 

Report 6f the Study Team on the Two-Tier 
Co-operative Credit Structure in Kerala: 
Published by the Agricultural Credit De¬ 
partment, Reserve Bank oflndia; Pp 186; 

Foreign Technology in India : Published 
by the Economic and Scientific Re* 
search Foundation, Federation House, 
New Delhi; Pp. 200; Price Rs 25. 

Modernization of Traditional Society and 
Other Essays: S.P. Aiyar; The Macmillan 
Company of India Ltd; 6, Patullo Road, 
Madras-600002; Pp 318; Price Rs 60. 

On Economic Inequality : Amartya Sen; Ox¬ 
ford University Press, 2/11 Ansari Road, 
Daryaganj, Delhi-110006; Pp Price Rs 12. 

Organisational Structure for Khadi and Vil¬ 
lage Industries: J.N. Vcrma; Published 
by D.B. Muhatme for Commerce (1935) 
Ltd., Manek Mahal, 90 Veer Nariman 
Road, Bombay-400020; Pp 18; Price 
Single Copy 1.50; Annual Subscription 
Rs 15.00. 

New Incentives for Industrialising Rural 
and Backward Areas: Designed and 
produced by the Directorate of Ad* 
vertising and Visual Publicity, Ministry 
of I. & B. for the Development Com¬ 
missioner. Small Scale Industries; Pp46. 


A guide for company secretaries 

Law and Practice of Company Meetings in India: S.P. Pahwa; Published by H.P.J. 
Kapoor, 3081, Partap Street, Subbash Marg, Delhi-110 006; Pp. 326; Price Rs 42. 

Reviewed by S. P. Chopra 



Just Published 

Profiles of Select Engineering Products 


Price Rs. 75/- 


Post free 


Pp. 968 


Information and data on products of export interest, especially of non-traditional items, are thinly dilTuscd 
in a number of published and unpublished documents, so much so considerable time and elforl is spent in col¬ 
lecting relevant basic data. This book, covering product profiles for 64 items, has been designed to meet the 
felt need of incorporating diverse information in single volume to serve as ready reference material. Each pro¬ 
file provides data and information relating to: 

—World production 
—India’s capacity & production 

—indigenous & imported raw materials required for the manufacture of the products 
—international trade 


—major export markets among developed countries, socialist countries & developing countries 
—Government policies regarding production, foreign collaboration & export assistance 
--quality control & standards. 

This book will serve as a reference book to concerned officers, manufacturers and exporters, chambers 
of commerce, trade associations and universities. 


Book your orders with : 


The Commercial Manager, 


Indian Institute of Foreign Trade 


H-8, Green Park Extension, 
NEW DELHI-110016 
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TRADE 

WINDS 


L1C Wag* Agreement 

Four of the five unions and 
the management of Life In¬ 
surance Corporation of India 
entered into a new wage agree¬ 
ment in Delhi recently in re¬ 
gard to Class III and IV em¬ 
ployees of the organization. 
The management simultane¬ 
ously announced the lifting of 
the lock-out in all the six divi¬ 
sions—Delhi, Bangalore, Mad¬ 
ras, Patna, Meerut and Dhar- 
war—with effect from Janu¬ 
ary 25. The new pay scales 
will be effective from April 1, 
1973 and will be in force for a 
period of four years, i.e., up 
to March 31, 1977. 

The following are the new 
pay scales of Class III and IV 
employees. 

Class IV: Sweepers and 
Cleaners: 120-5-160-6-196-7- 

224-8-240 (20 years). Sepoys: 
125-5-165-6-20 i -7-229-8-245 (20 
years). Drivers: 166-5-181-6- 
199-7-234-8-274-9-310 (20 years. 
Class III: Record Clerks: 
150-6-162-8-218- 10-238-EB-10- 
258-12-270-15-390 (22 years). 
Assistants: 175-10-215-15-290- 
20-410-25-585 (22 years). Ste¬ 
nographers : 210-15-225-20-405- 
25-430-EB-25-630 (19 years). 

Section Heads: 225-15-255-20- 
395-25-670 (20 years). Higher 
Grade Assistants: 265-20-385- 
EB-25-735-(20 years). Superin¬ 
tendents : 370-25-470-30-830 

(16 years). 

In the case of Class IV em¬ 
ployees the basic pay on March 
31, 1973 in the existing scales 
of pay will be increased by Rs 
12 and in the case of Class III 
employees with the existing 
basic pay of Rs 300 and by 
Rs 25 for a basic pay of Rs 301 
and above. The existing sche¬ 
me of dearness allowance will 


continue. House rent allow¬ 
ance shall be at the rate of 
10 per cent of basic pay (in¬ 
cluding special pay) with a mini¬ 
mum of Rs 22 per month in 
the case of Class IV employees 
and with a minimum of Rs 28 
per month in the case of Class 
III employees, subject to a maxi¬ 
mum of Rs 40 in all cases. City 
Compensatory Allowance shall 
be paid at the rate of Rs 20 per 
month in the case of Class 
111 and Class IV employees at 
the centres at which this allow¬ 
ance is now being paid to such 
employees. If and when the 
central government extends this 
to other centres the corpora¬ 
tion shall also do likewise. 

Contributions to the provi¬ 
dent fund shall be made at 
the rate of 10 per cent of basic 
pay including special pay. No 
profit sharing bonus shall be 
paid. However, the corpora¬ 
tion may, subject to such direc¬ 
tions as the central government 
may issue from time to time, 
grant any other kind of bonus 
to its Class III and IV emplo¬ 
yees. An annual cash bonus 
will be paid to all Class III 
and Class IV employees at the 
rate of 15 per cent of the annual 
salary (i.e. basic pay inclusive 
of special pay, if any, and dear¬ 
ness allowance and additional 
dearness allowance) actually 
drawn by an employee in res¬ 
pect of the financial year to 
which the bonus relates. Other 
terms and conditions attached 
to the admissibility and pay¬ 
ment of bonus shall be as 
laid down in the bonus settle¬ 
ment dated June 26,1972. 

Prices of Oil Products 
Raised 

Increase in the price of fur¬ 
nace oil, bitumen, naphtha, 
lubricants and greases have 


been announced to compensate 
oil companies for the 100 per 
cent increase in the price of 
imported crude from January 
1, 1974. The new prices, effec¬ 
tive from January 23, exclude 
naphtha if used as feedstock by 
fertiliser factories. The prices 
of kerosene, motor spirit and 
diesel remain unchanged. The 
new prices (previous prices 
within brackets) are: furance 
oil at Rs 511.89 per kilolitre 
(Rs 279.89 per kilo litre); 
naphtha at Rs 446.25 per 
tonne (Rs 252,25 per tonne); 
bitumen straight gr. at Rs 
795.23 per tonne (Rs 590.2 
per tonne); bitumen cutback 
r.c. gr. at Rs 879.27 per tonnes 
(Rs 703. 27 per tonne); and 
bitument cut back r.c.gr. at 
Rs 1.039,28 per tonne) (Rs 
729.28 per tonne). The ex- 
refincry prices of 22 lube-base 
stocks have been increased by 
Rs 404.40 per tonne and that 
of transformer oil by Rs 337 
per tonne Additionally, the 
selling prices of secondary 
grade lubricants have been in¬ 
creased by Rs 500 per tonne. 
This means that the price of 
secondary grade lubricants 
would increase by about one 
rupee per litre and other lubri¬ 
cants by 50 paise per litre. 

Power Supply Denied 
to Hindalco 

The Uttar Pradesh govern¬ 
ment has stopped the supply of 
power to three key industries 
in the state for an indefinite 
period, as a result of which thd 
production of aluminium, steel 
and caustic soda will go down 
substantially. Giving this in¬ 
formation to newsmen recently, 
Mr D.P. Mandelia, special ad¬ 
viser to the Hindustan Aluumi- 
nium Corporation (Hindalco), 
stated that he failed to 
understand how the govern¬ 
ment planned to take the coun¬ 
try forward by curtailing the 
production in the three premier 
industries which would have a 
bearing on other industries 
also. Mr Mandelia added that 
for the, Hindalco, while uptil 
January 19, 1974 the previous 
cut in power supply was re¬ 
tained at 60 per cent, the state 
government had now complete¬ 
ly cut off the supply until fur¬ 
ther orders. This, according to 


an official source, had been 
done to conserve water in the 
Rihand lake. 

Mr Mandelia asked why 
uptil recently power was gene¬ 
rated from the Rihand lake 
out of all proportion to its 
installed capacity. “Even 
when the lake is full to its 
level of 880 feet it cannot 
generate more than 100 MW 
of power per day. However, 
according to the press note, 
for the last several months over 
200 MW of power was genera¬ 
ted from the lake. Besides, as 
stated in the note, the lake was 
full only up to the level of 
837 feet this year and yet more 
than 200 MW of power was 
generated continuously every 
day for a long period of time. 
No wonder, therefore, that the 
level of the lake has been very 
badly depleted.” 

He added: “Even if the Ri¬ 
hand Lake does not generate 
any electricity the shortfall in 
power supply can be only of 100 
MW out of an installed capacity 
of 1,600 MW in the state, and 
this 100 MW loss should affect 
the consumption of power by 
only 61 per cent. However, 
the cut in power supply to 
the Aluminium industry in 
the state has been enforced to 
the extent of 60 per cent since 
July 1973 and now, from 
January 19, 1974, the supply 
has been completely cut off. 

Licensing Simplified 

As a measure of simplifica¬ 
tion of procedures, the Chief 
Controller of Imports and Ex¬ 
ports (CCI &E) has dele¬ 
gated to all subordinate licens¬ 
ing authorities powers to re¬ 
validate all categories of im¬ 
port licenses for raw materials, 
components and capital goods, 
issued under free foreign ex¬ 
change and rupee payment 
areas. Similarly, licences issu¬ 
ed under UK credit (UK Main¬ 
tenance Loan) can also be re¬ 
validated by the port licensing 
authorities. 

Employers Meet 

A conference of top execu¬ 
tives of the private sector was 
organised recently by the All 
India Organisation of Employ- 
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era’ and the Employers' 
Federation of India amidst 
reports that the Industrial Re¬ 
lations Bill had been prepared 
by the Labour ministry and 
sent to the various ministries 
for their comments. Mr Naval 
H. Tata, president of the Em¬ 
ployer's Federation of India, in 
his keynote address to the con¬ 
ference pleaded that they were 
entitled to know the provisions 
of the proposed comprehensive 
legislations on industrial rela¬ 
tions. Mr K.V. Raghunnatha 
Reddy, union minister for 
Labour, however, refused 
to disclose any of them. Mr 
Reddy however, emphasised 
the need for determined efforts 
to build a rational wage struc¬ 
ture. 

Mr Naval Tata stated that 
the present situation was ex¬ 
plosive enough to call for 
serious rethinking of “some 
of our accepted tenets in 
labour-management relations”. 
Mr Hari Shankar Singhania, 
president of the All-India Or¬ 
ganisation of Employers, asked 
the government to hold a ses¬ 
sion of Indian labour conferen¬ 
ce before the bill on industrial 
relations was introduced in 
Parliament. 


Housing Corporation 
in Fifth Flan 

The Housing and Urban De¬ 
velopment Corporation (HUD- 
CO) has been allocated Rs 90 
crores in the fifth five-year Plan. 
This will comprise share capi¬ 
tal contribution, institutional 
funds and market borrowings. 
T his was slated recently at a 
meeting of the Parliamentary 
Consultative Committee attach¬ 
ed to the ministry of Works, 
Housing and Urban Develop¬ 
ment. Members took keen 
interest in various housing pro¬ 
grammes and-water supply pro¬ 
jects. They emphasised that the 
schemes for provision of house 
rites to rural landless workers, 
environmental improvement of 
slums in urban areas and pro¬ 
vision of rural water supply 
should be kept in the cent¬ 
ral sector so that they make 
substantial headway in the 
Plan. Mr Bhola Paswan Shast- 
tri, union minister, informed 
the members that a communi¬ 


cation has been addressed to 
the prime minister and the 
planning minister on the sub¬ 
ject and their reply was await¬ 
ed. The minister of state Mr 
Om Mehta told the members 
that by and large allocations 
for Housing, Urban Develop¬ 
ment and Water Supply were 
comparatively more than what 
they were in the fourth Plan. 

Giving out figures Mr Mehta 
disclosed that for the first time 
a sum of Rs 250 crorcs was 
proposed to be spent on the 
urban development alone in the 
next plan period. This amount 
included Rs 20 crores for the 
development of the National 
Capital Region around Delhi. 
Mr Mehta told that provi¬ 
sion of Rs 580.16 crores had 
been made for housing which 
included Rs 343 crores in the 
states rectors and the rest was 
for the central schemes. A 
sum of Rs 100 crores was pro¬ 
vided for construction of office 
and residential accommodation 
for central government em¬ 
ployees in the next Plan. 

A Building Materials Cor¬ 
porations was being set up 
in the next Plan for which a 
provision of Rs 35 crorcs was 
made. Mr Mehta said that it 
was proposed to make arrange¬ 
ment for potable water supply 
to 114,000 villages. A total 
of Rs 1,020 crores had been 
made for the fifth Plan for 
various rural and urban water 
supply scheme. 

Bank of Maharashtra 
Branch 

A branch of the Bunk of 
Maharashtra has recently been 
opened in Chandni Chowk 
Delhi. Bank of Maharashtra is 
one of the fourteen nationalised 
bauks. From 153 branches on 
the eve of nationalisation it 
has increased its strength to 
351 branches at present. Keep¬ 
ing in view the objective of 
spreading banking touohanked 
rural India (the bank opened 
a large number of branches in 
rural Maharashtra). Out of the 
total number of branches 223 
branches are in rural and semi- 
urban areas. The bank has 
been assigned the role of the 
'Lead Bank' in five districts; 


Poona, Thana, Satara, Nasik 
and Aurangabad in Mahara¬ 
shtra. Barring Poona, the rest 
of the districts hardly had any 
banking facilities worth the 
name. Today, the bank, has 
157 branches in these lead dis- 
ricts, i.e., 45 per cent of the 
total branches. 

Consumer Goods 
Production Legs 

The under-utilisation of ca¬ 
pacity for consumer goods in 
the engineering industry ranges 
from 25 per cent to 55 per cent, 
according to the Engineering 
Association of India. In certain 
eases, however, capacity utili¬ 
sation is over 100 per cent. 
In the case of bicycles, the to¬ 
talled capacity is 33.3 million 
while actual production is only 
22.9 million, in the case of 
sewing machines the installed 
capacity is 494,000 against 
production of only 313,000. 
In the case of razor blades, the 
installed capacity is 2,035 mil¬ 
lion pieces while production 
lion per year is only slightly 
over 1,000 million. 

US Loan for Jets 

The United States Ex- 
port-import Bank announced 
recently that it will support a 
$ 19.2 million sale of US jet 
aircraft to India. The bank 
stated that the sale involved 
three new Boeing 737-200 jet 
aircraft with related goods and 
services. The bank pointed 
out that it has authorised a 
direct loan of *8,640,000 to 
finance 45 per cent of the US 
costs. A similar loan is likely 
to be financed by private 
sources. The borrower—Indian 
Airlines — is to make the cash 
payment of 10 per cent or 
$ 1,920,000. The Boeing com¬ 
pany of Seattle, Washington, 
will make deliveries of the air¬ 
craft in September, October 
and November 1974. 

IDA Loan for 
Fruit Production 

The International Develop¬ 
ment Association (IDA), an 
affiliate of the World Bank, has 
extended a credit of $13 mil¬ 
lion to help finance a $21.7 mil¬ 
lion project for providing im¬ 


provements in apple-pro 
cessing facilities and develop 
ing an integrated apple-ma rket 
ing system in Himacha 
Pradesh. 

At presnt, preceding 
transport and marketing 
facilities are inadequate. Th< 
project provides for develop 
ment of infrastructure and es¬ 
tablishment of a marketing 
organisation — the Horticul¬ 
tural Produce Processing and 
Marketing Corporation 

(HPMC) - capable of compet¬ 
ing in the apple industry and 
which will introduce advanced 
methods and technology. Speci¬ 
fically, HPMO will be provided 
with a transhipment center 
linked to 12 packing holies, 
three collection stations and 
four cold sioragses; a juice con¬ 
centrate plant; and a system of 
aerial cableways in selected 
production areas in terrain 
where roads arc uneconomical. 
Also included in the project will 
be road construction and im¬ 
provements providing all- 
weather road connections bet¬ 
ween orchard stations and 
packing houses, and road links 
to the existing highway sys¬ 
tem; training programmes and 
technical assistance; and a pro¬ 
ject evaluation study. The 
project is expected to be 
completed in 1978. 

Power Generation 
Unit in Malaysia 

A number of tum-key pro¬ 
jects in power generation and 
structural* arc likely to be assis¬ 
ted by this country iu Malaysia 
and Singapore. An official 
team led by Mr Manlosh 
Sondhi, Secretary, ministry of 
Heavy Industry, left recently for 
these two countries. Mr Sondhi 
has been accompanied by Mr 
V. Krishnumoorthy, BHEL, 
Chairman, and Mr Sarangu- 
pani. Managing Director of 
Trivcni Structurals. 

Names in the News 

Mr S.K. Somaiya, Senior 
Vice-president of the All In¬ 
dia Manufacturers' Organisa¬ 
tion (AIMO) has been selec¬ 
ted as president lor the cur¬ 
rent year, in place of Mr Ram 
Agarwal who died recently. 
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COMPANY 

AFFAIRS 


Indian Oxygen 

PowhR cuts and frequent inter¬ 
ruptions in power supply pre¬ 
vented Indian Oxygen Ltd in 
attaining production at requir¬ 
ed levels during the year ended 
September 30, 1973. Neverthe¬ 
less the company’s turnover for 
Ibr year at Rs 25.66 crores 
exceeded the previous years 
figure by Rs 2.03 crores or by 
about 8.5 per cent. A major 
contribution towards this in¬ 
crease was made by the com¬ 
pany’s new plant manufactur¬ 
ing activity which got into its 
stride during the year. The sales 
of gas and electric welding 
equipment also registered signi¬ 
ficant improvements during the 
year while the sales of other 
products were generally well 
maintained, notwithstanding 
several handicaps on production 
already mentioned. Export sales 
too were higher than in the 
preceding year and would have 
been still higher if certain 
shipments were not delayed by 
labour unrest at the Calcutta 
Pori in September 1973. The 
profit for the year after provid¬ 
ing for depreciation amounted 
to Rs 2.75 crores as against 
Rs 2.5 i crores in 1971-72 The 
increase in profit was mainly 
due to a rise in sales and sav¬ 
ings in interest charges. Tax 
provision for the year amoun¬ 
ted Rs 1.83 crores as ugains* 
Rs 1.67 crores in the previous 
year, leaving a substantially 
higher net profit of Rs 92.08 
lakhs as against Rs 38.54 lakhs 
in 1971-72. After other adjust¬ 
ments, the surplus amounted to 
Rs 94 08 lakhs which has been 
transferred to tlu general re¬ 
serve. The directors ha vs re¬ 
commended an equity dividend 
of 14 per cent on the share 
capital enhanced by the issue 
of bonus shares during the 
year. It will absorb Rs 8246 
lakhs and will be paid out of the 
general reserve. A further 


amount of Rs 4.68 lakhs was 
repaid to ihc British Oxygen 
Company Ltd against the loan 
granted by it, leaving a balance 
of Rs 28.09 lakhs at the end of 
the year. 

India Tobacco 

India Tobacco Company Ltd 
is proceeding ahead in full 
steam with its diversification 
programmes. It proposes to 
set up a chain of three hotels- 
Hotel Chola in Madras, Hotel 
Moghul Princess in Agra and 
Hotel Mauryu in New Delhi. 
The investments in the hotel 
projects will be of the order of 
Rs 10 crores while the marine 
products division will account 
for an outlay of Rs 2.5 crores. 
The company hopes to earn 
a foreign exchange of Rs 
three crores annually from the 
three hotel projects. One 
of the hotels, it is l;arnt, will 
be with the collaboration of the 
India Tourism Development 
Corporation. This is the first 
time, it seems, the joint sector 
concept will be implemented 
in the hotel industry. The hotel 
at Madras is expected to be 
ready in September this year 
and it will be the first to start 
operations. 

Insov Auto 

For the first time Eromnsh- 
expori of Moscow will be 
collaborating with Insov Auto 
Ltd, a private sector enterprise, 
for manufacturing l to 1.25 
tonnes chassis as well as 2 to 3.5 
tonnes chassis. The authorised 
capital of the company is plac¬ 
ed at Rs 8 crores. The capital 
requirement is estimated at 
Rs 16 crores, subject to escala¬ 
tion. In addition to the subs¬ 
cribed share capital of Rs 6.4 
crores, the collaborators will 
provide plant and machinery 
against long-term deferred pay¬ 
ment while Uttar Pradesh 
government has given land at 


Sandiht, Haidoi, against pay¬ 
ments by easy instalments and 
will give financial relief under 
ociori and sales tax. The ba¬ 
lance requirement, it is hoped, 
can be met within the debt- 
equity ratio of 2:1 which will 
permit the company to borrow 
to the extent of Rs 12.8 crores. 
Commercial production is ex¬ 
pected to commence from 1975. 
The rated capacity is 17,000 
vehicles per annum (plus per¬ 
missible average of 25 per ccnrt 
is expected to be achieved by 
1979 when the import content 
will be brought down to mere 
five per cent. 

VI 

Ashok Ltyland 

Ashok Lcyland Ltd has re¬ 
ported excellent working re¬ 
sults during the year ended 
September 30, 1973. With a 
sharp upswing in sales from 
Rs 31.88 crores to Rs 48.74 
crores, the profit before depre¬ 
ciations and taxation made a 
significant advance to Rs 512.09 
lakhs from Rs 249.95 lakhs in 
1971-72. Encouraged by the 
working results the directors 
have stepped up the equity divi¬ 
dend significantly to 12.5 per 
cent as against 7.5 per cent 
declared for 1971-72. Out of the 
gross profit, the directors have 
appropriated a sum of Rs 89.37 
lakhs to depreciation reserve as 
against Rs 77.21 lakhs in 197?- 
72 while the allocation to taxa¬ 
tion was enhanced from Rs 
89.50 lakhs iO Rs 263.79 lakhs. 
The allotment to development 
rebate reserve was higher at 
Rs 50.88 lakhs as against 
Rs 7.60 lakhs in the previous 
year. In the absence of unfor- 
seen circumstances it is expected 
that both production and turn¬ 
over would show a further in- 
pressive improvement in i973- 
74. Indeed the company's turn¬ 
over during the year under 
review would have been higher 
but for the fact that produc¬ 


tion bad to be curtailed due to 
shortage of power, raw mate¬ 
rials and components. 

Albright Morarji 

Albright Morarji and Pondit 
Ltd has reported a setback in 
its working for the year ended 
October 31, 1973, with turn¬ 
over, gross profit and margins 
all on the decline. Turnover 
receded from Rs 5.13 crores 
to Rs 4.79 crores while the 
gross profit dropped to Rs 1.22 
crores from Rs 1.52 crores in 
1971-72. The directos have, 
however, maintained the equity 
dividend at Rs 7.50 per share of 
Rs 50 or 15 per cent. About 
Rs 3.84 out of the dividend will 
be exempt from tax in the hands 
of the shareholders. The com¬ 
pany has received an industrial 
licence for doubling the install¬ 
ed capacity of its sodium tri¬ 
polyphosphate to 25,000 ton¬ 
nes a year. Involving a total 
expenditure of Rs 65 lakhs, the 
expansion programme will be 
financed entirely from internal 
sources. Out of the gross profit 
the directors have earmarked 
a sum of Rs 25.52 lakhs to 
depreciation reserve, Rs 26,000 
to development rebate reserve 
and Rs 64.60 lakhs for meeting 
liabilities as against Rs 25.81 
lakhs, Rs 80,000 and Rs 74.20 
lakhs provided respectively in 
1971-72. This leaves a lower 
net profit of Rs 31.20 lakhs as 
against Rs 51.24 lakhs in the 
preceding year. The total divi¬ 
dend distribution will alsoil 
Rs 21 lakhs, the same as in 
J97J-72. 

Tata Chemicals 

The value of sales, inclusive 
or excise duty of all products 
of Tata Chemicals Ltd during 
the half-year ended December 
31, 1973, was Rs 926.99 lakhs. 
It exceeded the corresponding 
period of the previous year by 
Rs 97.72 lakhs or 11.8 per cent 
Among the company’s major 
products the output of soda ash 
during the half-year at 128.210 
tonnes was higher by 6,715 
tonnes or (5.5 per cent over the 
corresponding period of the 
previous year. 

Gujarat Machinery 
Manufacturers 

Gujarat Machinery Manufac¬ 
turers has been able not only 
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lo wipe off thi accumulated 
loss but also recommertd .pays 
mcnt of the entire arrears of 
preference dividends beside- 
declaring a maiden equity divi¬ 
dend of 10 per cent for the year 
ended September 1973. Accord¬ 
ing to the preliminary statement 
the company's profit has mov¬ 
ed up to Rs 21.32 lakhs from 
Rs 19.76 lakhs in 1971-72 fol¬ 
lowing an advance in sales 
from Rs 103 lakhs to Rs 130 
lakhs. Out of the gross profit, a 
sum of Rs 4.85 lakhs was allo¬ 
cated to depreciation reserve 
while an amount of Rs 6.74 
was provided for wiping out 
the carried forward losses. The 
proposed payment of arrears 
of preference shares will ab¬ 
sorb Rs 3.79 lakhs while the 
equity dividend will claim Rs 
4.00 lakhs. The company con¬ 
tinued its progress at the 
Karamsad factory and has on 
hand orders worth to crores of 
rupees. It expects to do good 
business during the current 
year, especially in view of the 
development of a new variety 
of glass frit capable of with¬ 
standing temperature up to 
240 degrees C and the success¬ 
ful manufacture of glass-lined 
equipment of capacities up to 
5,000 litres. The management is 
also planning to develop still 
larger vessels. The company has 
recently taken over the manage¬ 
ment of the Bombay-based 
Vasant Industrial and Engineer¬ 
ing Works, a firm of more than 
30 years' standing engaged in 
the production of specialised, 
machinery for the textile, che¬ 
mical, pharmaceutical, distilla¬ 
tion and other industries. 

Unit Trust 

The sale and repurchase pric¬ 
es of the units of the Unit Trust 
of India were raised by five 
paise each to Rs 10.90 and 
Rs 10.60 a unit respectively 
with effect from January 25. 

FACT 

Regular production in the 
Cochin unit (first phase) of the 
state-owned Fertilisers and 
Chemicals, Travancore, Ltd. 
iFACT) is ixpected to Start by 
the middle of this year after 
certain defects and deficiencies 
noticed in the working of its 
plants arc set right. The Cochin 


Fertiliser Factory, estimated 
to cost Rs 76 crores and 
on indigenous design with Vto 
high pressure steam system, 
to produce 330,000 tonnes W 
urea (concentrated fertilisers) 
per annum by utilising naphtha 
from the Cochin Refinery. 

Though trial production in 
the Cochin’s one unit of FACT 
started towards the end of 
April 1973, the management 
had not been able to work all 
the three main plants—gasi¬ 
fication, ammonia synthesis 
and urea plants—to the full 
rated capacity because of de¬ 
fects and deficiencies. Only 
about 18,000 tonnes of urea had 
been produced since then. The 
management had now identi¬ 
fied the weak links and located 
the deficiencies, which were ex¬ 
pected to be set right in the 
next few weeks. The erection of 
plants of the Cochin unit 
(phase two) of FACT is expect¬ 
ed to be completed in about one 
year from now and it is expect¬ 
ed to be commissioned by about 
the middle of next year and 
commercial production started 
towards end of next year. This 
unit is designed to manufacture 
4.85 lakhs tonnes of NPJC com¬ 
plex fertilisers. Production in 
the UdyogamaiuJal unit of 
FACT had been low since the 
last few years and consequently 
it had never achieved the rated 
capacity of 82,000 tonnes in 
terms of nitrogen mainly be¬ 
cause of old and outmoded ma¬ 
chinery m some plants and me¬ 
chanical deficiencic in some 
others. The government had 
approved a Rs 1.03 crore 
scheme for modification in the 
oxygen plant, renovalon of the 
sulphuric acid plant and instal¬ 
lation of a new phosphoric 
acid digester as part of the pro¬ 
gramme to improve the work¬ 
ing of the unit. 

The work of rehabilitation 
of the plants is expected 
to be completed within 
the next few months. A 35- 
crorc programme for diversifi¬ 
cation of production had also 
been taken up by FACT, under 
which it was proposed to manu¬ 
facture aoda ash, methanol, 
formaldehyde and a detergent. 
The Planning Commission hgs 
now approved a provision of 
Rs. J crore for starting produc- 


programme immediately. ^ * v 

News and Motts 

{Expansion and diversification) 
Straw Pm#acts Ltd. is steadily 
expanding its capacity. Accord¬ 
ing to the intcritn report for 
the eight months ended August 
31, 1973, the company is mak¬ 
ing every effort for enhancing 
the capacity of paper machine 
No. 1 and the pulp mill with 
the installation of balancing 
equipment. It is expected that 
the output can be stepped up 
io 22,000 tonnes from 19,000 
tonnes after the whole scheme 
has been implement id. The 
plant for manufacturing coat¬ 
ed paper and boards with an 
annual capacity of 4,500 tonnes 
is under erection and is schedul¬ 
ed to be commissioned in the 
first quarter of 1974. Meanwhile 
acute shortage of power in 
Orissa and frequent interrup¬ 
tions lias affected, to a signi¬ 
ficant extent the operations of 
the paper mill. The teething 
troubles in running the new 
machine tor producing special 
varieties of paper were also 
prolonged than anticipated ear¬ 
lier. With no restrictions on 
power supply and stabilisation 
of operations it is felt that the 
output of paper and boards can 
be raised considerably in die 
remaining four months of the 
current year. 

New Issues 

Rollationers Ltd is presently 
engaged in the manufacture 
of ‘cekatainers’, a packaging 
system using board, paper and 
flexible laminates which can re¬ 
place expensive tin and glass 
contain irs. As the entire exist¬ 
ing capacity of 60 million 
cekatainer cartons per annum 
manufactured by the company 
has been booked by Brooke 
Bond till by 1982 it is now pro¬ 
posed to increase the capacity 
to 120 million carto&s per 
annum, thus enabling the com¬ 
pany to cater to the require¬ 
ments of other consumer indus¬ 
tries such as milk powder, baby 
food, instant coffee and dehy¬ 
drated foodstuff. The com¬ 
pany’s collaboration agree¬ 
ments for cekatainer cartons 
manufacture and allied packag¬ 
ing machinery have already 
been approved by the govern- 


• mendteffho * MtaKcqitf" of ^kfee 
^increase ‘in capacity, 
aw machine manufacturing 
programmes is expected to & 
Rs 136 lakhs. To raise resourc¬ 
es flar tb# implementation of 
these sefiefees the: company, is 
entering the d&jiltafc market m 
January 3| with a public issuf 
of Rs :> lkkhs, divided into 
50,000 equity shares of Rs 10 
each for cash at par. Besides 
Rolls Print Company Private 
Ltd, an existing shareholder, 
is offering for sale 2,50,018 
equity shares of Rs 10 each for 
cash at par, and this is being 
made in order to comply with 
the stock exchange regulations 
for enlistment of the equity 
shares of the company on Delhi 
Stock Exchange. Out of this, 
50,018 equity shares are reserv¬ 
ed for ICICI. L1C and UT1. 
The remaining 200,000 equity 
shares of Rs 10 each are offer¬ 
ed to the public for cash at par. 
The subscription list for this 
fully underwritten issue will 
close on February 11 or earlier 
but not before February 5, 1974. 
Barring unforeseen circums¬ 
tances the company hopes to 
pay a dividend of 15 per cent 
for the years 1975-76 to 1977-78 
and ehnance it to 20 per cent 
thereafter. 

Y<umin& Gases Ltd is entering 
the capital market on February 
6, with a public issue of 1,20,000 
equity shares of Rs 10 each at 
par. The company has been 
granted an Industrial Licence 
for manufacture of 4,50,000 
cm of oxygen and 1,00,000 cm 
of dissolved acetylene gases per 
annum. It is setting up ati oxy¬ 
gen unit at Jagadhri (Har¬ 
yana), whicli is expected to go 
into production by June, 1974. 
The total project cost is envisag¬ 
ed out Rs. 42 lakhs which will 
be financed by a share capital 
of Rs 20 lakhs and Rs 20 
lakhs by long term finance and 
Rs 2 lakhs by security deposits. 
The promoters have taken up 
Rs 8 lakhs worth of equity 
shares and balance Rs 12 lakhs 
capital is being offered to the 
public. The subscription list 
will close on Feb. 16 or earlier 
but not before Feb. 9. 

The complete plant as a pack** 
age unit including drives and all 
other accessories along with 
spares is being imported from 
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Cast Germany, About 2,500 
cylinders are being imported 
from Hungary. Letters of credit 
have been established and the 
delivery is expected by March 
April, 1974. According to the 
management the cost of this 
plant will be almost 50 per cent 
of the indigenous plants. 

New Registrations 

During the quarter ended 
September 30, 1973 the com¬ 
pany formation showed an 
upward trend as 212 companies 
were registered in eastern 
region against 169 companies 
during the previous quarter. 
The total authorised capital 
of these new companies 
amounts to Rs 4,896.95 lakhs 
against Rs 28,270.29 lakhs dur¬ 
ing the previous quarter. One 
company transferred its regis¬ 
tered office from Delhi to West 
Bengal. Two companies trans¬ 
ferred their registered offices 
from West Bengal to Maha¬ 
rashtra and Delhi each. One 
company transferred its regis¬ 
tered office from West Bengal 
to Assam. 

Twelve companies with an 
aggregate capital of Rs 78.83 
lakhs went into liquidation. 
The names of 22 companies 
with an aggregate capital of 
Rs 7.13 lakhs were struck off. 
Fourteen companies in West 
Bengal and one company in 
Orissa issued prospectus offer¬ 
ing shares to the extent of Rs 
1,94,42,300 and Rs 1,80,000 
respectively to the Public. 129 
private limited companies, 18 
public limited and one govern¬ 
ment company with authorised 
capital of Rs 545.10 lakhs, 
1,102 lakhs and 100 lakhs res¬ 
pectively were registered in 
West Bengal during the quarter 
under review. Twelve Compa¬ 
nies with a total paid up 
capital of Rs 78.73 lakhs went 
into liquidation and the names 
of six companies with a total 
paid up capital of Rs 1.21 lakhs 
were struck off. Thirty-seven 
private limited companies with 
a total authorised capital of 
Rs 116.40 lakhs were registered 
during the quarter in Bihar. No 
company has gone into liquida¬ 
tion. The names of six compa¬ 
nies with a total paid up capital 
of Rs 2.89 lakhs were struck 
off. 



on the 24th 
anniversary of the 

REPUBLIC DAY 



J ^'^Zuc 
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On this occasion we solicit 

YOUR CO-OPERATION to pay your correct taxes 
on time- 

For assistance or information on tax matters, 
please contact your assessing Income-tax Officer' 
or the Public Relations Officer of Income Tax 
Department in your area 
Please remember to quote your 
Permanent Account Number in all correspondence 
with Income Tax Department. 

On our part we once again pledge to serve 
you with courtesy and promptness. 

I 

ISSUED ON BEHALF GF : 

THE INCOME TAX DEPARTMENT 
By the Directorate of Inspection (RS&P) 
Mayur Bhavan, o 
Connaught Circus, New Delhi. 

- in liiiiriir-r _ 
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Three Public and one pri- 
ate limited companies with a 
Dtal authorised capital 6f 
' Ls 2,540 lakhs and 10 lakhs 
, Sspectively were registered dur- 
: ig the quarter in Orissa. 
j| Jeither has any compnay gone 
1 ito liquidation nor the name 
* *f any company struck off in 
; his state. Eighteen private 
- .mited and five public limited 
: ompanies with a tola! authoris- 
| d capital of Rs 63.45 lakhs and 
•20 lakhs respectively were 
, cgistcred during the quarter 
j n Assam. No company went 
; nto liquidation. The names of 
* 0 companies with a total paid 
. ip capital of Rs 3.03 lakhs 
: verc struck olT. 

| 

| Capital and Bonus 
! Issues 

Consent has been accorded to 
17 companies to raise capital 
Amounting to over Rs 16 crorcs. 
Following are the details: 

The Great Eastern Shipping 
Company Limited, Bombay, has 
been granted consent, valid for 
three months, for issue of bonus 
shares worth Rs 4,79,06,260. 

The Laksltml Vilas Bank Ltd., 
Karur, has been accorded con¬ 
sent, valid for 12 months to 
issue equity shares of the value 
of Rs 15,25,040 for cash at a 
premium of Re 1 per share of 
Rs 10 each on right basis. The 
proceeds of the issue will be 
utilised for its expansion pro¬ 
gramme. 

The Mcuar Sugar Mills Ltd., 
Bhupalsagar, has been accorded 
consent, valid for 3 months, to 
capitalise Rs 5 lakhs out of its 
free reserves and issue fully-paid 
equity shares of Rs 10 each, as 
bonus shares, in the ratio of one 
bonus share for every three 
equity shares held. 

The Mineral and Metals Trad¬ 
ing Corporation of India Ltd 

New Delhi, has been accorded 
consent, valid for 3 months, to 
capitalise Rs J.5 crores out of 
its general reserves and issue 
fully-paid equity shares of Rs 
100 each, as bonus shares, in 
the ratio of one bonus share 
for every 3 equity shares held. 

India fube Mills aud Metal 
Industries Pvt Ltd, Bombay, 
has been accorded consent, 
valid for three months, to capi¬ 


talise Rs 30 lakhs out of us 
general reserve and issue fully* 
paid equity shares of Rs 1,000 
each, as bonus shares in the 
ratio of three bonus shares for 
every i equity shares held. 

International Instruments Pvt 
Ltd, Bangalore, has been ac¬ 
corded consent, valid for 3 
months, to capitalise Rs 
47,24,800 out of its general 
reserve and issue fully-paid 
equity shares of Rs 100 each, 
as bonus shares, in the ratio of 
one bonus share for every equity 
share held. 

Sundaram Industries Pvt Ltd, 
Madurai, has been accorded 
consent, valid for three months, 
to capitalise Rs 60 lakhs out of 
its general reserve and issue 
fully-paid equity shares of Rs 
100 each as bonus shares, in 
the ratio of one bonus shares 
for every two equity shares 
held. 

Premier Tyres Ltd, Bombay, 
has been accorded consent, 
valid for 3 months, to capital¬ 
ise Rs 30 lakhs out of its gene¬ 
ral reserve and issue fully-paid 
equity shares of Rs. 100 each, 
as bonus shares, in the ratio of 
one bonus share for every five 
equity shares held. 

Dhunseri Tea and Industries 
Ltd, Calcutta, has been granted 
consent, valid for three months, 
for issue of bonus shares worth 
Rs 5 lakhs only. 

Sadhana Nitro Chem. Ltd, 

Bombay, has communicated to 
the government its proposal to 
issue capital under Clause 5 of 
the Capital Issues (Exemption) 
Order, 1969, for the issue of 
Rs 37.5 lakhs divided into 3,25 
lakh equity shares of Rs 10 
each and 5,000, 9.8 per cent 
comulative redeemable prefer¬ 
ence shares of Rs 100 each, for 
cash at par, out of which equity 
shares worth Rs j9.50 lakhs and 
the entire preference capital 
will be offered to the public for 
subscription through issue of a 
prospectus. These proceeds will 
provide a part of finance for 
the project for the manufacture 
of organic chemicals, initially 
of nitrobenzene. 

City and Industrial Develop¬ 
ment Corporation of Maha¬ 
rashtra Ltd, Bombay, has been 
accorded consent to the issue 
of Rs 350 lakhs in eight per 


cent unsecured debentures of 
Rs 1,000 each, to be offered to 
the public by prospectus for 
cash at issue debentures shall be 
repayable to registered holders 
only. The proceeds of the issue 
will be utilised for the purpose 
mentioned in the company's 
application dated November 19, 
1973. 

Ajit Glass Works Pvt Ltd, 
Bombay, has been given con¬ 
sent, valid for three months, for 
issue of bonus shares worth 
Rs 4,56 lakhs only. 

Terpene Industries Ltd., Bom¬ 
bay, has communicated to the 
government its proposal to 
issue capital under Clause 5 
of the Capital issues (Exemp¬ 
tion) Order, 1969, for the issue 
of Rs 50 lakhs (inclusive of 
the capital already reaised) di¬ 
vided into five lakheq uity 
shares of Rs 10 each for cash 
at part, out of which shares 
worth Rs 30 lakhs will be 
offered to the public for sub¬ 
scription through a prospectus. 

Milkfood Limited, New Delhi 
has communicated to the gov¬ 
ernment of its proposal to 
issue capital under Clause 5 
of the Capital Issue (Exemp¬ 
tion) Order, 1969, for the issue 
of Rs. 27,00,090 in equity 
shares of Rs 10 each, for cash 
at par to the general public. 

IPCO Packing Ltd., Bom¬ 
bay, has communicated to the 
government its proposal to 
capital under Clause 5 of the 


Capital issues (Exemption) Or* 
der, 1969, for the issue of Rs 
42,4 lakh ih equity shares of 
Rs 10 each, of which Rs 35 
lakhs will be offered to the pub* 
lie by prospectus. 

Radii Mini Steel Ltd., Delhi, 
has communicated to the go* 
vemment of its proposal to 
issue capital under Clause 5 
of the Capital Issues (Exemp¬ 
tion) order, 1969, for the issue 
of Rs 44 lakhs (inclusive of Rs 
12,00,600 already subscribed) 
divided into four lakh equity 
shares, of Rs 10 each and, 
4,000, 9.5 per cent redeemable 
cumulative preference shares of 
Rs. 100 each, for cash at par. 
out of which the equity shares 
worth Rs 24 lakhs and pre¬ 
ference shares worth Rs 
3,99,400 will be offered for 
public subscription through a 
prospectus. 

Vikrant Tyres Ltd., Madras, 
has communicated to the go* 
vemment its proposal to issue 
capital under Clause 5 of the 
Capital Issues (Exemption) 
Order, for the issue of Rs 270 
lakhs divided into 27 lakhs 
equity shares of Rs 10 each 
for cash at par to be subs¬ 
cribed privately by promoters, 
directors, etc. 

Company Mootings 

The Delhi Cloth and General 
Mills Co Ltd : Registered 
Office, Bara Hindu Rao, 
Delhi 110006; February 26; 
4.00 P.M. 

(Per cent) 


Dividends 


Name of the com¬ 
pany 

Year ended 

Equity dividend dec¬ 
lared for 

Current Previous 
year year 

Higher Dividend 
Kamani Metals and 
Alloys 

June 30, 1973 

12.0 

11.0 

Precision Bearings 

August 31,1973 

10.0 

9.0 

Oudh Sugar Mills 

June 30, 1973 

28.0 

25.0 

Same Dividend 

KCP 

June 30, 1973 

15.0 

15.0 

Cooper Engineering 

June 30,1973 

Nil 

Nil 

Alfred Herbert (India) 

October 31, 1973 

10.0 

10.0 

Jayant Paper 

June 30,1973 

12.0 

12.0 

State Bank of Tra- 
vancore 

December 31,1973 

6.0 

6.0 

'Reduced Dividend 
Cochin Refineries 

August 31, 1973 

Nil 

14-32 


EASTERN ECONOMIST 


2 


FEBRUARY 1, 1974 



CHAIRMAN’S STATEMENT 

INDIAN OXYGEN LIMITED 

The following is the Statement of Mr. A. K. Sen, Chairman, Indian Oxygen 
Limited* which has been circulated to the shareholders along with the 
Company’s Report for the year ended 30 September 1973. 


A review of the Company’s 
performance during the year 
to September 1973 calls for a 
brief reference to the environ¬ 
ment in which it operated. Re¬ 
grettably this was difficult and 
disappointing from the point 
of view of the economy. Agri¬ 
cultural production, still the 
main pillar of our economic 
structure, was severely affected 
by drought in many parts of 
the country. This resulted not 
only in a decline in the output 
of foodgrains and commercial 
crops but had other far-rcach- 
ing repercussions on the eco¬ 
nomy. Much of the power 
supply of the country being 
based on hydcl stations, the 
drop in the water level led to 
an acute power crisis in several 
States: this further accentuat¬ 
ed the severe power shortage 
which had been developing in 
the country during the recent 
past due to a number of fac¬ 
tors. The need foi fairly large 
food imports caused a severe 
strain on the country’s foreign 
exchange resources. Most 
alarming of all was the infla¬ 
tionary pressure that was gene¬ 
rated. This, unfortunately, still 
continues and is having an ad¬ 
verse effect on many spheres of 
the national economy, includ¬ 
ing industrial production. 

Industrial production during 
the year recorded a very poor 
rate of growth because of seve¬ 
ral problems of a more chro¬ 
nic nature, apart from the fac¬ 
tors flowing from the decline 
in agricultural output. Shor¬ 
tages of many vital industrial 
inputs and raw materials per¬ 
sisted. The net inflow of fo¬ 
reign assistance registered a 
sharp drop and a favourable 
atmosphere for rapid industrial 
growth continued to elude the 
country. 

In the political field, even if 
conditions were unsettled in 


certain parts of the country 
and Andhra Pradesh, Uttar 
Pradesh and Orissa had to he 
placed under President’s Rule, 
the stability established after 
the elections in 1971 and 1972 
was maintained. This has pre¬ 
vented any deterioration in the 
law and order situation de¬ 
spite the stresses and strains 
of a stagnant economy. It also 
gives rise to the hope that the 
uncertainty and ambiguities in 
Government policies will be 
removed and the decision 
making machinery at Govern¬ 
ment level will be streamlined 
and made more effective. 

Sales 

There was an acute shortage 
of calcium carbide from June 
1973 — which still persists ■ 
compelling a cut in the produc¬ 
tion of dissolved acetylene. 
The availability of electrode 
quality wire rods was inade¬ 
quate until July 1973 when 
some imported steel was 
received; however, a curb on 
production still remains neces¬ 
sary in view of the unsatis¬ 
factory steel availability dur¬ 
ing the current financial year. 
Power cuts and frequent inter¬ 
ruptions in power supply pre¬ 
vented production of oxygen, 
nitrogen and argon at the re¬ 
quired levels throughout the 
year under review, although 
there was some improvement 
in the situation from July 1973. 
Nevertheless, the Company’s 
turnover for the year at Rs 
25.66 crores exceeded the pre¬ 
vious year’s turnover (Rs 
23.63 crores) by 8j%. 
A major contribution tow¬ 
ards this increase was made 
by the Company’s new plant 
manufacturing activity, which 
got into its stride during the 
year: the sales of gas and elec¬ 
tric welding equipment also 
registered significant improve¬ 
ments, The sales of other pro¬ 


ducts were generally main¬ 
tained, notwithstanding the 
severe constraints on produc¬ 
tion already mentioned. 

Export sales were higher than 
the previous year and would 
have been still better if certain 
shipments were not delayed 
by labour unrest at the Calcutta 
Port in September 1973. 

Profit, Taxation and Dividend 

The profit for the year, after 
providing depreciation of Rs 
87,93,000 (previous year Rs 
78,14,000) amounted to Rs 
2,75,08,241 as against Rs 

2.50.54.305 last year. The in¬ 
crease in profit was mainly due 
to a rise in sales and savings in 
interest charges. 

Tax provision for the year 
amounted to Rs 1,83,00,000 
(previous year Rs 1,67,00,000) 
leaving a net profit of Rs 
92,08,241 as against Rs 

83.54.305 last year. After trans¬ 
ferring Rs 8,00,000 (previous 
year Rs 4,00,000) to Develop¬ 
ment Rebate Reserve and 
bringing back from this ac¬ 
count Rs 10,00,000 (previous 
year Rs 19,00,000) now re¬ 
leased, the amount available 
for appropriation was Rs 
94,08,241 which has been trans¬ 
ferred to General Reserve 
(previous year Rs 83,25,305). 

After careful consideration 
of the Company’s present and 
future resources position and 
all other relevant circumstan¬ 
ces, your directors have decided 
to recommend payment of divi¬ 
dend at the rate of 14% 
subject to deduction of tax, on 
the share capital as enhanced 
by the issue of bonus shares 
during the year. If the recom¬ 
mendation is accepted, the di¬ 
vidend will be paid out of Ge¬ 
neral Reserve and will absorb 


Rs 86,24,000 (previous year R 
69,30,000). 

Finance and Share Capital 

A further amount of R 
4,68,234 was repaid to Th< 
British Oxygen Company Limi 
ted against the loan granted 
by them leaving a balance oi 
Rs 28,09,403 at the end oi 
the year. 

15,40,000 fully paid up ne* 
ordinary shares of Rs 10 each 
were issued and allotted as 
bonus shares amongst mem¬ 
bers of the Company who were 
on its Register of Members on 
12 February 1973, in the pro¬ 
portion of one for three. 

Development and Expansion 

In my Statement last year, 
I referred to the new factory in 
Calcutta for the manufacture 
of air separation plant and 
associated cryogenic equip¬ 
ment. It gives me much plea¬ 
sure to state that during the 
year under review three oxygen 
plants manufactured by the 
Company were supplied to 
customers. The Company was 
the first to manufacture such 
plant in India and thus gained 
the distinction of being the 
pioneer in import substitution 
in another important field. The 
order book position for this 
activity continues to be very 
satistfactory. The Company 
has recently finalised a colla¬ 
boration agreement with 
Cryoplants Limited, London, 
for acquiring technical know¬ 
how for enlarging the scope 
of this activity to include manu¬ 
facture of low pressure tonnage 
air separation plant and nitro¬ 
gen generators. It is my ear¬ 
nest hope that the Central Go¬ 
vernment will accord its app¬ 
roval to this collaboration so 
that the Company is enabled to 
take yet another significant 
step towards the country's self- 
sufficiency in areas which arc 
essential for giant projects in 
basic industry. 

Two new companies have re¬ 
cently been formed within the 
BOC Group —.one to take full 
advantage of the high growth 
potential in the worldwide 
market for medical equipment 
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and supplies, and the other to 
co-ordinate and rationalise; the 
development and manufacture 
of welding products to take 
advantage of potentials in new 
world markets. We arc main¬ 
taining close association with 
these two companies and there 
are already signs of benefits 
flowing to the Company. Or¬ 
ders have been obtained for 
the export of certain products 
to several countries including 
some in Western Europe. 

My statement last year men¬ 
tioned • that several industrial 
licence applications were sub¬ 
mitted by the Company. While 
Government decisions in res¬ 
pect of some of these arc still 
awaited, an intensive exercise 
is under way for develop¬ 
ment and diversification of the 
Company’s activities,, bearing 
specially in mind the new in¬ 
dustrial policy announced by 
the Government in February 
1973. Certain projects have 
been identified which satisfy 
all the major requirements of 
the Government policy. These 
are currently under detailed 
study and it is hoped that we 
should shortly be in a position 
to submit applications for in¬ 
dustrial licences and other re¬ 
lated clearances. 


1 should like to take this 
opportunity of referring to the 
new procedure for expediting 
Government approvals of new 
projects introduced from 1 
November 1973. li the Pro¬ 
ject Approval Board, the Sec¬ 
retariat for Industrial Appro¬ 
vals and other Government 
agencies approach their tasks 
with pragmatism and adhere 
to the time targets set by the 
Government, there ought to be 
a distinct improvement in the 
pace of industrial development, 
tt is hoped that the Government 
will bear in mind that in grea¬ 
ter production lies the remedy 
of many of our economic ills. 

Management and Personnel 

Although there was labour 
unrest at some of the Com¬ 
pany’s units during the year, 
industrial relations in the Com¬ 
pany were generally satisfac¬ 
tory. A settlement was signed 


in June 1973 with the recognised 
Federation of the employees* 
unions extending substantial 
benefits to the employees. 
Separate settlements on similar 
lines v ere subsequently signed 
with certain unions not affiliated 
to the Federation. These settle¬ 
ments contained the Federa¬ 
tion’s and the unions assurances 
that they would co-operate 
with the management in 
improving productivity and 
dicipline and removing rest¬ 
rictive practices. I sincerely 
hope that the response of the 
employees in actual practice - ~ 
in terms of these assurances 
--will be encouraging. The 
pace of our industrial growth 
depends largely on increased 
productivity and peaceful in¬ 
dustrial relations. We look 
to our employees and their 
representatives for greater co¬ 
operation in ensuring the at¬ 
tainment of these objectives 
throughout the Company so 
that weean successfully meet 
some of the.serious challenges 
facing all of us. I would like 
to take this opportunity to 
thank all those employees, 
management and non-manage- 
ment, who by their hard work 
and loyalty enabled us to 
achieve the satisfactory results 
for the year. 

It gives me great pleasure to 
mention that two of the Com¬ 
pany’s executives won inter¬ 
national recognition. One of 
them won the Macnab Medal 
for 1971 awarded by the Insti¬ 
tution of Chemical Engineers, 
London, for the best design 
project submitted in that year, 
and the other was selected by 
the United Nations Industrial 
Development Organisation to 
work as an expert in ferrous 
extraction metallurgy in Egypt. 
A third executive has recently 
received a National Metallur¬ 
gist Award in welding techno¬ 
logy. 

Mr K. Gopalakrishna retired 
from the Board of Directors at 
the last Annual General Meet¬ 
ing on 12 February 1973; wc are 
thankful for the valuable con¬ 
tribution made by him to the 
deliberations of the Board. Mr 
R. H. Mody and Mr K. Julian 
Scott have joined the Board as 
additional directors. I am sure 


that their valuable experience 
will be of great benefit to the 
Company. 

Prospects 

The shortages of certain es¬ 
sential raw materials and the 
apprehended continuing short¬ 
falls in power supply in many 
parts of the country may well 
inhibit production at the Com¬ 
pany’s factories being main¬ 
tained during the current year 
at satisfactory levels. If these 
fears prove unfounded, the 
Company’s immediate pros¬ 
pects can be viewed with opti¬ 
mism. 

Under the recently enacted 
The Foreign Exchange Regula¬ 
tion Act, 1973, the Company, 
in which non-resident interest 
is more than forty per cent, will 
be required to obtain the per 
mission of the Reserve Bank of 
India in many matters relating 
to its activities. This introduces 
fresh constraints on the Com¬ 
pany and others similarly 
situated. It is hoped, however, 
that the Reserve Bank will 
exercise its authority with a 
sense of realism so that the 
restrictions under the Act do 
not impinge unduly on the 
Company’s operations. 

The prospects in the long¬ 
term will depend upon the 
Company being permitted to 
develop and diversify its acti¬ 
vities on a significant scale. 
As already indicated, the Com¬ 
pany expects to submit short¬ 
ly to the Government for ap¬ 
proval new projects conducive 
to the country's industrial 
growth and commensurate with 
the financial, managerial and 
technical resources of the Com¬ 
pany. If these projects arc 
approved by the Government, 
the Company is likely to derive 
substantial benefits in the 
foreseeable future. 

A. K. SEN 
Chairman. 

30 November 1973 

Note : This docs not purport 
k> be a record of the proceed¬ 
ings of the Annual Gene¬ 
ral Meeting. 


COMPANY NOTICE 
The Gwalior Rayon $11 k 
Mfc (Wvf.) Co. Ltd, 
Rcgd. Office: Birlagram, 

Nagda, M.P. 

NOTICE 

NOTICE is hereby given 
that an Extraordinary Gene¬ 
ral Meeting of the Share¬ 
holders of the Company will 
be held at GRASIM CLUB, 
Birlagram, Nagda on Monday, 
the 18th February, 1974 at 
4,30 P.M. to transact the 
Special business mentioned in 
the Notice date<jl 21st January, 
1974 separately posted to the 
Shareholders of the Company 
individually at their registered 
addresses. 

The exolanatory statement 
as required under section 173 
of the companies Act, 1956, 
relating to the special business 
is annexed to the Notice. 

Nate : A Member Entitled to 
attend and vote is entitled to 
appoint a proxy to attend and 
vote instead af himself and the 
proxy need not he a member. 
Shareholders are requested to 
intimate to the Company change 
in their registeredaddress, if any. 

By Order of the Board 
B. N. PURANMALKA 
January 21, 1974 Secretary 
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RECORDS 

AND 

snmsncs 


Natianal mm: 
197273 

Tun “quick” estimates of 
national income for the year 
1972-73 at constant (1960-61) 
prices, prepared by the Central 
Statistical Organisation on 
the basis of the latest avail¬ 
able data show an increase of 
0.4 per cent over the previous 


year against 17 per cent in 
1971-72 over 1970*71. The 
net national product (national 
income) for India in 1972-73 
is estimated at Rg 19,101 
crores at 1960-61 prices with 
a per capita income of 
Rs 337.5. 

The fall in the rate of 
growth in 1972-73 was mainly 
due to a lower level of pro- 
duct ion in agriculture. There 
was a fall of 6.7 per cent in 
the income from agricultural 
sector in 1972-73 compared 


with 1971-72 but. manufactur¬ 
ing, construction and electri¬ 
city, gas and water supply 
showed higher margins of 
increase* la manufacturing 
registered sector (factory 
establishments) the increase 
in 1972-73 was 4.4 per cent 
against 3.8 per cent in 1971-72. 
Similarly, in construction the 
increase was as much as 9 2 
per cent in 1972-73 against 1.8 
per cent in 1971-72. However, 
because of the much larger 
weight of the agriculture 
sector in total national income, 
increases in the other sectors 
were not enough to compensate 
for the fall registered in the 
agricultural sector. 

Due to slower rate of 
growth in national income 
coupled with a little over two 
per cent rate of growth in 
population, there was a slight 
fall in per capita income in 
1972-73, which stood at 


fts 337.5 at constant (1960-61) 
prices. Corresponding estimates 
for 1971-72 and 1970-71 were 
Rs 343.6 and Rs 345.8 respec¬ 
tively. 

At current prices, the 
“quick' 1 estimate of net natio¬ 
nal product (national income) 
for India stood at Rs 38,921 
crores in 1972-73 giving a per 
capita income of R$ 687.6. 
The per capita incomes at 
current prices in 1971-72 and 

1970- 71 were Rs 645.4 and 
Rs 627.5 respectively. 

The quick estimates of net 
national product at current 
and at constant (1960-61) 
prices by industry of origin for 

1971- 72 and 1972-73 are given 
in the table below, followed by 
three more tables (Pp, 196-198) 
giving national product and re¬ 
lated aggregates in 1970-71 and 
1971-72 and domestic product 
at current and 1960-61 prices. 


(Rs crores) 


Quick Estimate of Net National Product at Factor Cost: 1972-73 


At current prices At 1960-61 prices At current prices 1960-61 prices 

Industry 1971-72* 1972-73+ 1971-72* 1972-73+ Industry 1971-72* 1972-73+ 1971-72* 1972-73+ 


1 . 

Agriculture 

16467 

2. 

Forestry & 



logging 

470 

3. 

Fishing 

286 

4. 

Mining & 



quarrying 

354 


Sub-total: 



primary 

17577 

5. 

Manufacturing 

4815 


5.1 registered 

2869 


5.2 unregistered 

1946 

6. 

Construction 

2002 

7. 

Electricity, gas 



& water supply 

336 


Sub-total:. 



secondary 

7153 

8. 

Transport, stor- 



tage & Communi¬ 



cation 

1768 


8.1 Railways 

583 


8.2 Transport by 



other means 

934 


8.3 communication 251 
9. Trade, hotels & 

restaurants 3959 

Sub-total: trans¬ 
port, communica¬ 
tion and trade. 5627 


10. Banking and 

insurance 758 


17500 

7776 

7257 

525 

264 

300 

272 

116 

110 

374 

218 

226 

1671 

8374 

7893 

5305 

3063 

3188 

3167 

1905 

1989 

2138 

1158 

1199 

2337 

1066 

1164 

359 

209 

224 

8001 

4338 

4576 


1893 

1036 

1076 

610 

405 

417 

1017 

497 

518 

266 

134 

141 

4344 

2037 

2096 

6237 

3073 

3172 

917 

331 

372 


11. Real estate & 
ownership of 
dwelling & busi- 



ness services 
Sub-total: finan¬ 

804 


ce & real estate 

1562 

12. 

Public adminis¬ 
tration and 



defence ' 

1825 

13. 

Other services 
Sub-total: com¬ 
munity & per¬ 

2273 


sonal services 

4098 

14. 

Total : net 
domestic pro¬ 
duct at factor 



cost 

36017 




• . sq. Vl , 


874 

501 

508 

1791 

832 

880 

2038 

2449 

1283 

1301 

1397 

1355 

4487 

2584 

2752 

39187 

19201 

19273 


15. 

Net factor 

income from 

abroad (—) 261 

t-) 266 

(-) 168 

(-)172 

16. 

Total : net 

national product 35756 

38921 

19033 

19101 

17. 

Population 

(million) 554 

566 

554 

S66 

18. 

Per capita net 
national product 
—per capita 
income (Rs) 645.4 

687.6 

343.6 

337.5 

•Provisional. -f-Quick 
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National Product and Related Aggregates 


Item 

1970-71** 

1971-72** 

0) 

(2) 

(3) 

A. National Product at Factor Cost 


1. Net national product (Rs crores*) 



1.1 at current prices 

33946 

35756 

1.2 at 1960-61 prices 

18708 

19033 

2. Gross national product (Rs crores*) 



2.1 at current prices 

36046 

38073 

2.2 at 1960-61 prices 

20077 

20466 

3. Estimated population (million) 

541 

554 

4. Per capita net national product (Rs) 



4.1 at current prices 

627.5 

645.4 

4.2 at 1960-61 prices 

345.8 

343.6 

5. Per capita gross national prdouct (Rs) 



5.1 at current prices 

666.3 

687.2 

5.2 at 1960-61 prices 

371.1 

369.4 

B. Related Aggregatesf (Rs crores*) (at current prices) 

1. gross national product at factor cost 

36046 


2. add indirect taxes less subsidies 

3521 


3. gross national product at market prices 

39567 


4. less allowance for depreciation 

2100 


5. net national product at market prices 

37467 


6. less net factor income from abroad 

(—)27l 


7. net domestic product at market prices 

37738 



8. net domestic product at factor cost 

9. less income from domestic product ac¬ 
cruing to public authorities** * 

]0. less retained earnings of government- 
companies and statutory corporations 

11. income from domestic product accru¬ 
ing to private sector 

12. add national debt interest 

13. add net factor income from abroad 

14. add transfer payments 

15. another current transfers from the 
rest of the world, net 

16. private income 

17. less savings of private corporate sector 

18. less corporation tax 

19. personal income 

20. less direct taxes paid by households 

21. less fees, fines, etc. (a) 

22. personal disposable income 


33531 

245 

(—>271 

575 


♦Crores- 100 million **Provisional 

♦♦♦Government administration and departmental enterprises. 

fDue to non-availability of data on items 10 and 17 it is 
not possible to present details for 1971-72. 

(a) available data do not permit separaton of fees, lines, etc 
paid by producers and to that extent personal disposable income 
is underestimated. 


SHfttftAM BEARINGS LIMITED 

General notice is hereby given to the members of the 
public in terms of Rule 4-A of the Monopolies and 
Restrictive Trade Practices Rules, 1970 that the 
Company intends to make an application to the Central 
Government in the Department of Company Affaire, 
under Section 22 of the Monopolies and Restrictive 
Trade Practices Act, 1969 about its proposal to 
manufacture ball bearings In the industrially backward 
area of Aurangabad (Maharashtra) with a capacity of 
3.1 million numbers per annum. 

Any person interested in the matter may, if he so 
desires, intimate to the Central Government in the 
Department of Company Affairs, within fourteen days 
from the date of publication of this notice, his views 
with regard to the above proposal and also the nature 
of his interest therein. 


Registered Office: 
Post Box No. 1232, 
Bara Hindu Rao, 
Delhi-110 006. 


R. K. GOEL 

Secretary 


DIRECTORATE OF SUPPLIES A DISPOSALS 
Disposals wing: Commodity Section, Parliament Street, New Delhi. 

Reference Advertisement No. davp 73/527 which appeared in this 
paper on 11th January, 1974, the following changes should he noted:— 


Tender No. Location Stores Date of Offers 

opening remain 


l.For:—DGS&D/ 
538108/69 


Read—DGS &D / 
MM H/537108/69. 


II. For:—DGS&D/ 
CPM/544023/14 


Telecom 
Fy. Bonv 
bay-88. 


Read:- DGS &D/ Telecom 

CPM/544023/14 Fy. Bom¬ 

bay-88 

Other terms and conditions will 


Sealand 

Amphibian 

Aircraft 

IN-105. 

Sealand 

Amphibian 

Aircraft 

IN-105. 

Injection 

Plastic 

Moulding 

Machine. 

Surface 

Grinder, 

Power 

Press, 

Slotting 

Machines 

and 

Transformer 
welding 
set etc. 

-do- 


remain unchanged 


29-3-74 


28-2-74 


24-1-74 26-3-74 


davp 73/584 


t'iPtrwui Dr'avvMficT 


nawamtY I, 1974 






Domestic Product at Factor, Coat bjr Industry of Origin 
fat currant prices) 

net domestic product gross domestic product 

Industry 

(Rs crores*) (percentage (Rs crores*) (percentage 

1970- 1971 distribution) 1970- 1971- distribution) 

71** 72** 1970- 1971- 71** 72** 1970- 1971- 





71** 

72** 



71** 

72** 

(1) 

(2) 

, 0) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1. Agriculture 

16251 

16467 

47.5 

45.7 

16690 

6962 

46.0 

44.3 

2. Forestry and logging 

433 

470 

1.3 

1.3 

437 

475 

1.2 

1.2 

3. Fishing 

235 

286 

0.7 

0.8 

251 

305 

0.7 

0.8 

4. Mining and quarrying 

348 

354 

1.0 

1.0 

378 

384 

1.0 

1.0 

Sub-total primary 

17267 

17577 

50.5 

48.8 

17756 

18126 

48.9 

i 47.3 

5. Manufacturing 

4408 

4815 

12.9 

13.4 

4959 

5422 

13.6 

14.1 

5.1 Registered 

2597 

2869 

7.6 

8.0 

3101 

3426 

8.5 

8.9 

5.2 Unregistered 

1811 

1946 

5.3 

5.4 

1858 

1996 

5.1 

5.2 

6. Construction 

1866 

2002 

5.5 

5.6 

1946 

2088 

5.4 

5.4 

7. Eleclrcity, gas and wa¬ 
ter supply 

324 

336 

0.9 

0.9 

425 

451 

1.2 

1.2 

Sub-total : secondary 

6598 

7153 

19.3 

19.9 

7330 

7961 

20.2 

20.7 

8. Transport, storage & 
communication 

1613 

1768 

4.7 

4.9 

1881 

2058 

5.2 

5.4 

8.1 Railways 

535 

583 

1.6 

1.6 

610 

682 

1.7 

1.7 

8.2 Transport by other 
means and storage 

842 

934 

2.4 

2.6 

1033 

1143 

2.8 

3.0 

8.3 Communication 

236 

. 251 

0.7 

0.7 

238 

253 

0.7 

0.7 

9. Trade and hotels & 
restaurants 

3609 

3859 

10.6 

10.7 

3699 

3956 

10.1 

10.3 

Subtotal: transport, com¬ 
munication and trade 

5222 

5627 

15.3 

15.6 

5580 

6014 

15.3 

15.7 

10. Banking and insurance 

641 

758 

1.8 

2.1 

653 

771 

1.8 

2.0 

11. Real estate and owner¬ 
ship of dwellings and 
business services 

749 

804 

2.2 

2.2 

1222 

1325 

3.4 

3.5 

Sub-tatal: finance and 
real estate 

1390 

1562 

4.0 

4.3 

1875 

2096 

452 

5.5 

12. Public administration and 
defence 

1635 

1825 

4.8 

5.1 

1635 

1825 

4.5 

4.8 

13. Other services 

2105 

2273 

6.1 

6.3 

2141 

2312 

5.9 

6.0 

Sob-total: community 
and personal services 

3740 

4098 

10.9 

11.4 

3776 

4137 

10.4 

10.8 

14. Total: domestic pro¬ 
duct at factor cost 

34217 

36017 

100.0 

100.0 

36317 

38334 

100.0 

100 0 


*Crore«= 10 million **Provisional 
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BtaiAtte Prtdod to Victor Cost by Industry of Origin 
(at lWO-dl prices) 


Industry "** domestic product g ross domestic product 



fRscrores*) 
1970- 1971- 

71** 72** 

(percent 

distribution) 

1970- 1971- 

(Rs crores*) 
1970- 1971- 

71** 72** 

(percentage 
distribution) 
1970- 1971- 

(a) 

(2) 

(3) 

71** 

(4) 

72** 

(S) 

(6) 

(7) 

7J** 

(8~~ 

72** 

(9) 

1. Agriculture 

7928 

7776 

41.9 

40.5 

8248 

1185 

40.7 

39 3 

2. Forestry and logging 

261 

264 

1.4 

1.4 

263 

267 

1.3 

1.3 

3. Fishing 

108 

116 

0.6 

0.6 

115 

123 

0.6 

0.6 

4. Mining and quarrying 

211 

218 

I.t 

I.l 

229 

237 

1.1 

1.2 

Sob-total: primary 

8508 

8374 

45.0 

43.6 

8855 

8742 

43.7 

42.4 

5. Manufaturing 

2979 

3063 

15.8 

15.9 

3364 

3463 

16.6 

16.8 

5.1 registered 

1836 

1905 

9.7 

9.9 

2192 

2275 

10.8 

11.0 

5.2 unregistered 

1143 

1158 

6.1 

6.0 

1172 

1188 

5.8 

5.8 

6. Construction 

1047 

1066 

5.6 

5.n 

1092 

1112 

5.4 

5.4 

7. Electricity, gas and wa- 

ter supply 

196 

209 

1.0 

1.1 

257 

274 

1.3 

1.3 

Sob-total: secondary 

4222 

4338 

22.4 

22.6 

4713 

4849 

23.3 

23.5 

8. transport, storage A 

communication 

987 

1036 

5.2 

5.3 

1161 

1220 

5.7 

5.9 

8.1 Railways 

391 

405 

2.0 

2.1 

445 

460 

2.2 

2J2 

8'2 Transport by other 

means and storage 

469 

497 

2.5 

2.5 

588 

625 

2.9 

3.0 

8.3 communication 

127 

134 

0.7 

0.7 

128 

135 

0.6 

0.7 

9. Trade and hotels & 

restaurants 

1979 

2037 

10.5 

10.7 

2028 

2088 

10.0 

10.1 

Sob-total-transport, 

commonkatioa and trade 

2966 

3073 

15.7 

16.0 

3189 

3308 

15.7 

16.0 

0. Banking and insurance 

299 

331 

1.6 

1.7 

•305 

337 

1.5 

1.6 

1. Real estate and owner¬ 
ship of dwellings and 

business services 

493 

501 

2.6 

2.6 

773 

792 

!-°8 

3.9 

Sab-total: finance aid 

real estate 

792 

832 

4.2 

4.3 

1078 

1129 

5.3 

5.5 

2, Public administration 

and defence 

1144 

1283 

6.0 

6.7 

1144 

1283 

5.7 

6.2 

3. Other services 

2153 

1301 

6.7 

6.8 

1275 

1323 

6.3 

6.4 

Sab-total: community 

and personal services 

2397 

2584 

12.7 

13.5 

7419 

2606 

12.0 

12.6 

1. Total: domestic pro- 

duct at factor cost 

18885 

19201 

0 

100.0 

100.0 

20254 

20634 

100.0 

100.0 


*Crore= 100 million. **Provisional 
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Playing it cool 


“Don't panic, don’t overreact." This seems 
to be the stance which the ministry of Petro¬ 
leum and Chemicals has adopted for deal¬ 
ing with the impact of the oil crisis on the national economy. Nobody can argue in reason 
that this is not a wholesome attitude. There is indeed everything to be said for playing 
it cool if only because any other approach is likely to do more harm than good to the 
national effort to live with high-cost oil. At the same time, calmness should not degene¬ 
rate into complacency lest the government’s limited resources for dealing with what is 
basically o difficult energy situation should become disastrously over-stretched. In other 
words, while the impact of the oil crisis on our economy should not be exaggerated. New 
Delhi should not evade its responsibility for taking measure of its magnitude. 


The f'rsj act of the government has been to curb tire consumption of a number of 
petroleum products, notably motor spirit. Prices have been put up partly for this pur¬ 
pose, partly for transmitting the increase in world prices of oil to consumers in India and 
partly for gathering more revenues for the government. It is possible that the increased 
consumer prices in India do not yet reflect fully the rise in world prices of crude and it 
is highly probable that at least by the time of the central budget, now only three weeks 
away, an effort will be made to correct this situation since, if this is not done, the govern¬ 
ment’s oil revenues will suffer. 

So far as the curbing of consumption is concerned, the initial impact of higher 
prices for motor spirit has been reassuring. It has been claimed that offtake had gone 
down by 30 per cent in the first instance but it is recognised that, as consumers get accus¬ 
tomed to the higher prices, there might be some recovery in consumption. The sunt of 
it all is that, at the present level of the price of motor spirit, the offtake might record u 
basic fall of perhaps from 18 to 20 per cent. If, as is likely, prices are pushed up further 
in the next few weeks, it should not be difficult to bring about a net reduction in con¬ 
sumption of the order of 25 per cent which seems to be the government's objective. 
Incidentally, there seems to be some conflict between this objective and the enthusiasm- - 
also shown by the governmeut — for increased production of scooters in the country. 
It is true that, to the extent the greater availability of scooters might cut into increases in 
the use of the automobile, there would be some saving in petrol. But, since scooters 
do not run on HjO, any increase in the number of scooters on the road must to that ex¬ 
tent increase the consumption of petrol. Assuming that the government's purpose is 
to achieve an absolute reduction in the offtake of petrol, it is rather amusing to find even 
a reputedly intelligent minister such as Mr T.A. Pai failing to appreciate this inherent 
contradiction in government policy. 


Too much emphasis, however, should not be placed on motor spirit when petro¬ 
leum is considered in the larger context. In fact, since a certain amount of crude has to 
be imported and refined in order that the various fractions needed for different essential 
uses arc available in the country at least in minimal quantities, Indian refineries will 
necessarily have to produce a given quantity of motor spirit. So long as consumption is 
kept on a par with this production through a necessary increase in prices, this part of the 
nationat oil balance-sheet could be properly taken care of. If a 25 per cent reduction in 
offtake, which is the government's objective, could effectively meet this requirement, 
there should not be any further need for cutting down consumption and this is perhaps 
one reason why the government has wisely resisted suggestions that petrol should be 
rationed. It is of course always possible for some of us .to champion the extremely 
austere contention that India should be even prepared to create an exportable surplus of 
motor spirit Which could then be exchanged for imports of more essential refinery pro¬ 
ducts. 


The really critical area in the petroleum situation se-rns to be furnace oil. There 
could of course be some marginal juggling with the product-mix at the refineries and the 
government is already discouraging the output of bitumen so that the proportion of fur¬ 
nace oil could be increased. Nevertheless, it should be admitted at once that furnace 
oil will be the most troublesome bottleneck especially as there is also a world shortage 
of this product. The government w <11 need all the ingenuity and energy that it is capable 
of to mure that as little harm as possible is done to such essential activities as power 
generation, industrial production and shipping. Fortunately, diesel prospects are far 
less alarming and this would discourage alarmist proposals that the railways should turn 
their bade on the petroleum age. Indeed, this country is still so very much in the cow-, 
dung or charcoal age that no pleading may be justified, even in the present circumstances, 
that it should further slide back into that blissftil state. 

It is strange but true that the prime issue thrown up by the oil crisis is not one which 
is the primary concern of the ministry of Petroleum and Chemicals. We are re- 
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i wing of course to the multi-million dollar 

< uestion of how this country is going to 
, nanage to meet the oil Import hill. It 
: lay be said at once that, without some 
y pecigl credit or other arrangements for 
f .dditional foreign exchange, India will 
1 ust not be able lo break even. This how- 
j ver makes it more important, not less, 
] hat wc should earn as much additional 

< breign exchange through exports as is 
I U all possible. This is a matter which 
t he government as a whole should deal 
s Vith, although the policy, or the various 

i&pects of the policy, that is ultimately de¬ 
eded upon, will have to be implemented 
.hrough the various concerned ministries 
J coordinating their clTorts with one another. 
1 There -is a notion that the institutional 
j arrangement for this purpose could best 
' be made by setting up a new department 
1 of Export Production in the ministry of 
* Commerce. In our view this would be a 
1 meaningless step. What would be more 
1 to the point is to organize a special sub- 
' committee of the cabinet for spelling out 
! the policy which could subsequently be 
{ carried out at the various ministerial levels. 
1 Export production, it must always be 
, appreciated, must come out of the total 
1 production in the economy. It cannot 
; be cooked up in the magician's hat of a 
‘ single government department. 

It is of course obvious that the export 
projections or expectations entertained in 
the draft outline of the fifth Plan have now 
become out of date. It is no longer possi¬ 
ble to think in terms of a leisurely expan¬ 
sion of exports at a rate of, say, Rs 800 or 
900 crores over a five-year period, India 
should aim at securing at least half of that 
amount of additional export earnings over 
the next twelve months. For this cer¬ 
tain priorities will have to be strictly ob¬ 
served. First, there should be industrial 
peace in the major industries of the nation. 
Second, there should be the maximum 
possible utilization of the actual capacity 
in all the major industries such as iron and 
steel, plantations, jute, the whole range of 
engineering and chemical industries, phar¬ 
maceuticals, textiles including man-made 
fbres, aluminium, leather and footwear, 
marine products, precious and semi-preci¬ 
ous stones and jewellery, handloom pro¬ 
ducts and handicrafts. This list, natural¬ 
ly, is not exhaustive. The essential 
point is that industries catering mainly or 
substantially for exports as well as those 
which arc supporting or are otherwise 
related to such export production should 
be pushed ,md pulled to maximize output. 
Since, thanks to recent developments in 
international trade, there is a fair chance 
of India being able to sell abroad a wide 
variety of goods m effective competition 
with other produce* s or exporters, it is 
logical and useful to place the emphasis 
where-it belongs, to wit, on the domestic 


production front. Any plan for such an 
effort would clearly depend for its success 
on a high degree of stability and efficiency 
in the power and transport sectors* This 
indicates at once that the production and 
movement of coal should receive top prio¬ 
rity. Our cartoon on the cover page of 
Eastern Economist of January 25 not¬ 
withstanding, we welcome unreservedly 
the appointment of Mr K.D. Malaviya as 
minister for Steel and Mines. Mr Mala¬ 
viya no doubt has his faults but he also 
lias guts, vision and drive and a high deg¬ 
ree of administrative efficiency. Above all 
he is a man of ideas who is also purpose¬ 
ful. The ministry of Steel and Mines had 
been left too long with Mr T.A. Pai as an 
additional charge. This should not have 
happened at all, especially as Mr Malaviya, 
like Barkis, had always been willin’ and 
waiting in the wings. 

Finally there should be no more play- 


inf ppljtlcf wiHvpjfodwtioa, It is.c*n|y t* 
this ilt>.gbv4rneA and ftMetvfed wmtitf 
that the chief minister of a state; merely in 
order to serve the narrow political interests 
of his party at election time, could have 
abruptly cut off electricity from such 
essential industries as fertilizer, aluminium 
and chemicals. The law being an ass, the 
UP ministry cannot be brought to book 
or legally punished for this criminal act. 
The people, especially the electorate in 
the stale, however, are not entirely without 
redress. 


The prime minister, despite all her 
political problems or perhaps because 
of them, would do well to recognize this 
immediately. It is true that her party owes 
it to itself to attempt to remain in power 
but it is even more true that her govern¬ 
ment owes it to the country to govern with 
integrity and good intentions. 


Groping in 

the dark 

Mr K.. D. Malaviya, the union minister of 
Steel and Mines, is reported to have said 
at a press conference in the capital on 
January 28 that coal production this year 
would be raised by live million tonnes 
since there was the technical capability to 
achieve it. However, he hastened to add 
that he was still groping in the dark us 
he had assumed charge of his portfolio 
only a few days earlier. While Mr Mala¬ 
viya is busy learning about the intricacies 
of the task assigned to him—and this 
invariably happen when portfolios change 
hands—the paucity of coal is causing se¬ 
rious damage to the economy. The ther¬ 
mal power plants which had a poor record 
of performance in the last two years in 
particular due to faulty maintenance of 
equipments, have now a ready alibi for 
reduced efficiency in the shortage of coal. 
And the industries which arc being urged 
to change over from furnace oil to coal 
because of the oil crisis are on the horns 
of a dilemma; they are not sure if they 
would be able to maintain their produc¬ 
tion levels in the absence of the availabi¬ 
lity of furnace oil as well as coal. 

The coal mines have a sad tale to tell 
about their performance since their take¬ 
over by the slate. In 1972-73 the output 
of coal at 79 million tonnes was lower by 
four million tonnes than the target of 83 
million tonnes. During t he current year 
(i.e. in 1973-74), production is not likely 
to reach the level attained last year despite 
Mr Malavia’s optimistic assessment of an 
increase by five million tonnes and the 
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fourth five-year Plan’s target of 93.5 mil¬ 
lion tonnes. And in the meantime the 
demand for coal has continued to grow 
because of the difficult state of other sour¬ 
ces of energy i. e. petroleum and power. 

It may be recalled that two reasons 
had been advanced for the state take-over 
of coal mines. First, it was forecast that 
the production of coal would have to be 
doubled by 1978-79 and for that purpose 
massive investment in coal mines would 
have to be made. The government felt 
that the colliery-owners did not have the 
resources to undertake expansion of this 
order. Second, it was claimed that steel 
and iron ore being largely under the con¬ 
trol of the state, it was essential lo termi¬ 
nate private control in coal for the effi¬ 
cient organisation of the movement of 
all these commodities by the railways. 
Both of these were flimsy grounds for state 
take-over of coal mines and the events of 
the last two years have proved them to be 
so. Neither has the production of coal 
increased according to expectations nor 
has its movement improved through better 
coordination between the coal producers 
and the railways. And disconcerting 
reports continue to be received from all 
over the country for the serious harm 
done to the productive machinery due to 
the decline in the production of coal. 

Power generation has suffered because 
of the reduced availability of coal even in 
the coal belt in Bihar which, in turn, has 
affected coal production as well. The 
steel plants have not been able to opera¬ 
te at the optimum level partly because of 
the drop in the supply of power as well 
as coal. In recent months, the railways 
were forced to cancel a number of trains 
because they had run short of coal* No 
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wonder that the index of industrial pro¬ 
duction is expected to stay put in the 
current year. 

The root cause of the present sad 
plight of the coal-mining industry in the 
country goes back to the sixties when, un¬ 
der a policy of price controls, the collie¬ 
ries were not allowed to generate sufficient 
resources to modernise themselves. It 
was the solitary industry which had been 
incapable of fully utilising the World 
Bank loan of Rs 16.7 crores out of which 
Rs 2.8 crores had to be surrendered. The 
declining profitability of coal mines had 
been clearly demonstrated by the Reserve 
Bank studies. The gross profit as a per¬ 
centage of sales in the coal-mining indus¬ 
try was almost halved front 9.6 in 1960-61 
to 5.5 in 1970-71. Its deplorable condi¬ 
tion was also evident from the fact that 
at the time of state take-over, it owed as 
much Rs 30 crores to the states for non¬ 
payment of royalties and had' defaulted 
up to six crores of rupees in respect of 
the contribution to the employees’ provi¬ 
dent fund. The neglect of the coal mines 
extended over a period of more than a 
decade was bound to be reflected in its 
performance, sooner or later. 

The railways have contributed not a 
little to the coal crisis. The non-availabi- 
lity of wagons at points where they are 
needed and the absence of coordination 
between the railways and the coal produ¬ 
cers have caused a bottleneck in the move¬ 
ment of coal. This is a problem which 
Mr Malaviya will have to thrash out with 
Mr L. N. Mishra, the union Railway mi¬ 
nister. But for this Mr Malaviya will 
have to equip himself with all the facts 
for which he will have to make on-the- 
spot studies. At the ubo\ e-mentjoned 
press conference, Mr Malaviya had hinted 
that he was going to undertake a tour of 
the coal mines to get a first-hand know¬ 
ledge of the constraints which had hamper¬ 
ed the transport of coal from the produ¬ 
cers to the consumers. This is indeed a 
welcome move on his part. His findings 
should be followed up by concrete steps 
to ease the congestion in the coal bell and 
the efficiency of the loading operations 
should be improved so as to increase the 
turn-round of wagons. 

There is a feeling in this country that 
the location of many thermal power gene¬ 
rating plants has been dictated by politi¬ 
cal considerations which has enhanced the 
burden on the railways in regard to the 
transport of coal. If the power plants 
had been set up near the coal pit-heads, 
the strain on the railways could be consi¬ 
derably reduced leading to cheaper power 
through reduction in coal transport cost. 
There is need to give increased attention 


to this element in power generation in our 
future plans for expansion. As against 
the present power generating capacity of 
18.5 million KW ; the fifth five-year Plan 
envisages expansion in capacity to more 
than 32 million KW which by the end of 
the current century might exceed 250 mil¬ 
lion KW. Surely, the cost of transport of 
coal is relevant in all future expansion 
projects and our country can ill afford to 
repeat the past errors. 

The oil crisis in recent months has 
forced us to think in terms of making in¬ 
creased use eft coal which is available in 
our country in abundance. Estimates 
regarding our reserves of coal vary from 

Critical paper 
situation 

Tm current shortage of paper undoubt¬ 
edly has its genesis in the slow growth 
of the industry for nearly a decade, for 
whatever increase in production has taken 
place during this period has resulted 
primarily from the additions of some 
balancing equipment. Hardly any worth¬ 
while new project has come up during 
the last 10 years or so and most of the 
schemes drawn up for augmenting signi¬ 
ficantly the installed capacity have made 
only meagre progress. The situation, 
however, lias got aggravated a great deal 
during the last six months and prices 
have rocketed. The position in regard 
to the availability of white printing and 
writing paper is particularly critical. 
The prices of this variety have gone up 
from Rs 2,150 per tonne to as much as 
Rs 3,500 a tonne. 

This sharp deterioration in the situa¬ 
tion is said to have been caused by fall 
in production in the face of the require¬ 
ments exceeding anticipations owing to 
lucrative exports. During the nine months 
to September 1973, the output of paper 
aggregated to 570,548 tonnes and the 
production during the whole year is 
estimated to have fallen short of 
800,000 tonnes. Though this would 
be marginally short of the previous 
year’s output of slightly over 803,000 
tonnes, the gap beween supply and re¬ 
quirements is estimated around 50,000 
tonnes even on a conservative basis. 

The major factors responsible for the 
setback to the overall production of paper 
include shortages of coal and chemicals. 
Most of the units in the industry have 
had to cut back production on these two 
counts. In fact, two mstfdr units, namely 
Ballarpur Paper and Straw Boards and 


83,000 million tonhes of 130,000 million 
tonnes. Even at an accelerated rate of 
consumption of coal, it would last for 
more than a century. It is for our scien¬ 
tists and technologists to evolve expertise 
whereby coal may be increasingly used in 
grappling with the energy crisis. The 
recent announcement of Dr Y. Nayudam- 
ma, director-general of the CSIR, that a 
low temperature carbonisation plant in the 
Singareni coul belt and gasification plant 
with two gas grids (one for the north and 
the other for the south) would be put up, 
are welcome moves. The pace of imple¬ 
mentation of these projects will have to 
be faster than hitherto if it is to have 
some impact on the economy. 


Mysore Paper Mills, have had to close 
down in the latter half of December for 
want of fuel. But labour unrest too has 
contributed to paper scarcity to no small 
extent. The Central Pulp Mills, the only 
unit manufacturing paper grade pulp to 
some large paper manufacturers and 
most of the small-scale paper mills as well 
as Bangui Paper Mills have been under 
lock-out for a considerable period. 

The critical situation in regard to 
white printing and writing paper, which 
forms bulk of the production of the paper 
industry, has been the outcome of some 
other factors also. These include shift 
in production to high priced paper and 
the game of nomenclature indulged in by 
the industry last year. The nomenclature 
of white printing and writing paper has 
been expanded nearly four fold with a 
view to pushing up prices. The result 
has been that the percentage of this type 
of paper in the total output during the 
first nine months of J973 dropped to just 
53, as against not less than 60 which 
used to be the norm in 1968-69 and 
1969-70. 

Against this backdrop, an uptrend 
in the prices of paper apparently could 
not be ruled out. But surely this did not 
warrant sudi a spurt as has taken place. 
This should suggest that there is more 
to the situation than what meets the eye. 
In fact, this was even implied in the 
deliberations of the meeting of the Deve¬ 
lopment Council for Paper, Pulp and 
Allied Industries, which was held here a 
few days ago. It was interesting to note 
that the representatives of the industry 
as well as trade at this meeting—not to 
speak of the spokesmen of the govern¬ 
ment and consumers—expressed deep 
regret over the sharp deterioration in the 
situation. The turning of Nelson’s eye 
by the government to the game of 
nomenclature indulged in by the industry 
as well as its failure to curb the activities 
of the unscrupulous among the industry 



and trade—which have been so wide¬ 
spread that they could not escape the 
notice of any one—-are dear enough indi¬ 
cations of the “popular belief" about 
government's indulgence being not with¬ 
out foundation. 

With a view to refurbishing its image, 
the industry has proposed to take a num¬ 
ber of steps. These include : (i) a volun¬ 
tary cut of 20 per cent in the prices of 
white printing and writing paper used for 
making exercise books and producing 
nationalised textbooks; (ii) standardising 
of the nomenclature of paper into about 
one-fourth of the present categories; 
(iii) reverting to the product pattern of 
I96K-69 and 1969-70 under which white 
printing and writing paper would form 
over 60 per cent of the total output of 
paper; (iv) ensuring of supplies to bulk 
consumers directly on the basis of their 
consumption in the past five years; and 
(v) introducing of a code of conduct for 
the industry as well as trade. Under 
this code of conduct, disciplinary action is 
proposed to be taken by the Paper Manu¬ 
facturer's Association against those mills 
which indulge in malpractices. Traders 
will be required to display their slock 
position and the approved null prices. 

Imported 

inflation 

The prospect of a reversal of the upward 
trend in wholesale prices in the new year, 
with an improvement in the agricultural 
situation, is receding and on present indica¬ 
tions new high levels arc likely to be reached 
in some directions as a result of imported 
inflation and some adjustments that may 
be effected by the government in its 
pricing policies. This will indeed be a str¬ 
ange development as the planners lnd 
been hoping that wholesale prices may 
get stabilised at the average of 1973 and 
it will not be necessary to increase the 
financial outlay on different schemes for 
offsetting the inflation in costs on account 
of higher prices. 

It had been hoped that the achieve¬ 
ment of a new record in respect of produ¬ 
ction and highly satisfactory yields in cash 
crops would be helpful in checking in/la- 
tioncry pressures and eliminating the 
shortages that were experienced in the past 
year due to a servere shortfall in the output 
of agricultural commodities. The trend 
of prices for these commodities in recent 
months has given rise to fears that the 
appetite of the economy cannot be satisfied 
unless there is a sustained increase in 
the output of agricultural commodities 


Every ream of paper will also carry a 
price tag. 

The above steps, as well as the ban 
on exports of all kinds of paper, which 
has been recommended by the Develop¬ 
ment Council, should help in improving 
the situation to no small extent. But 
the decision of the industry to make 
available white printing and writing paper 
at a 20 per cent reduced price for the 
manufacture of exercise books for stu¬ 
dents and production of nationalised 
textbooks only and having higher prices 
for other consumers of fhis type of 
paper can be expected to create complica- 
t ions. 

A lasting solution to the woes of 
paper consumers, however, lies only in 
stepping up the installed capacity of the 
industry and ensuring of adequate sup¬ 
plies of inputs, including fuel. The main 
reason for inadequate investment in the 
paper industry for nearly a decade is the 
low rate of return allowed on capital 
employed. Unless this situation is recti¬ 
fied, paper shortages cannot be fully over¬ 
come. The paper industry admittedly is 
highly capital intensive. 


and manufactured goods and there are also 
satisfactory arrangements for distributing 
equitably available supplies. It may be 
that the absence of any suggestion of a 
reversal in the upward trend in prices is 
due lo the latest reports that the yield of 
kharif food crops may not be 70 million 
tonnes as anticipated earlier, and the 
prospects for the rabi season arc not quite 
bright, because of an acute shortage of 
fertilisers, and other inputs. Even so, it 
may still be possible to realise an output 
of 110 million tonnes which, with the re¬ 
ceipt of two million tonnes of wheat on a 
loan basis from the Soviet Union, should 
be adequate to meet the needs of several 
regions and leave a carryover of 4-5 milli¬ 
on tonnes by the end of the year. 

It is generally accepted that the out¬ 
put of rice has been satisfactory though 
the estimates of coarse grains being highly 
gratifying have gone wrong. Even in regard 
to rice, the procurement operations have 
not proceeded well and it is significant 
to note that Bihar and West Bengal have 
failed miserably in their efibrls. it is not 
known whether there has been large-scale 
smuggling of foodgrains from these regions 
to Nepal and other destinations and 
Bangladesh. In the prevailing context the 
country has probably to be prepared for a 
“leakage", of two to three million tonnes 
of foodgrains annually across the border. 
It is also likely that the growers are hold¬ 
ing back supplies in anticipation of a fur¬ 


ther rise in prices as there can be a real 
improvement in availability only if in the 
rabi season the output turns out to be 
nearly 40 million tonnes. The holding 
back of supplies by growers and smuggl¬ 
ing activities in border states may have 
been responsible for the persistence of high 
prices of foodgrains in the open market 
and difficulties experienced in reaching 
the fairly ambitious target for procure¬ 
ment of rice and coarse cereals. 

It must be said however that the 1973- 
74 agricultural season will still be the best 
in the history of the Indian economy. 
This is because the yield of cash crops 
promises to be gratifying and in spite of 
shortfalls over targets the growth in na¬ 
tional income in 1973-74 may yet be much 
better than the rate recorded in 1972-73. 
The raw jute crop has touched a new 
peak level of eight million bales and there 
is now a surfeit of supplies thanks also to 
sizable imports of the golden fibre from 
Bangladesh. The glut is such that the 
growers are unable to receive even mini¬ 
mum prices for their produce as a result 
of transport difficulties and the insuper¬ 
able problems encountered by the Jute 
Corporation and the industry in procur¬ 
ing stipulated quantities of jute. The out¬ 
put of raw cotton too is expected to be 
satisfying though the earlier estimate of 
7*2 million bales may not be realised. 
Even if the yield is [only 6*5 million 
bales, there will be ample availability as 
the carryover from the last season has 
been quite large. However unlike in jute 
there is a shortage of cotton in the inter¬ 
national markets while the landed cost 
of Egyptian and Sudanese cotton is much 
highes than of indigenous varieties even on 
an adjusted basis. The polices of the state 
governments mainly interested in this 
fibre arc also calculated to encourage 
growers to demand higher prices. There 
is therefore the curious spectacle of rjsing 
prices even when mills are not buying 
aggressively and the credit squeeze is 
preventing buyers from getting the requir¬ 
ed funds for laying in stocks. 

The yield of oilseeds also is likely to 
be higher by at least 20 percent as compar¬ 
ed to the previous season. But there has 
been no setback in prices and it is even 
feared that new high levels may be touch¬ 
ed in the coming months if arrangments 
are not made immediately for importing 
large quantities of soyabean, sunflower 
and palm oils. In spite of a higher level 
of production it is still felt that there will 
be a gap of 300,000 tonnes of edible oils. 
As regards sugar cane the availability may 
be such as to sustain a highef output of 
refined sugar, gur and khandsari, It is 
now hoped that the output of sugar in 
the 1973-74 crushing season will be 4*5 
million tonnes, a record for all time. 
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Even if a production of only 4*2 million 
tonnes is realised, total availability will 
be satifactory at 5 0 million tonnes. There 
will however be no repetition of the hap¬ 
penings of 1969-70 as internal consump¬ 
tion can be easily 3'8 million tonnes and 
exports can be raised to 700,000 tonnes 
with a world-wide shortage and a boom 
in prices. It is actualy imperative to derive 
the best advantage out of the existing 
situation for earning foreign exchange of 
at least Rs 200 crores in 1974, through 
sugar exports. 

Jt will therefore be seen that the im¬ 
proved agricultural situation has not con¬ 
tributed so far to a significant improve¬ 
ment in availability and a discouragement 
of activities of speculators. The full bene¬ 
fit of a higher output of foodgrains may 
perhaps be realised in the latter halfof 
the year if the outlook for the next season 
is also promising. It is unlikely however 
that there can be an undoing of the mis¬ 
chief of last year when prices rose by over 
50 per cent and the food and industrial 
raw materials group recorded a substan¬ 
tial rise even with the prospects of 
larger food and cash crops. With the ex¬ 
pectations of an increase in fertiliser 
prices and the compulsion on the part 
of the government to refix prices for 
cement, coal, heavy chemicals and various 
other items, the index for all commodities 
may register a rise similar to that witness¬ 
ed in 1973 for different reasons. 

Thanks to costlier crude oil and petro¬ 
leum products and effoits that will be 
made by the developed countries to offset 
the higher cost of these products by char¬ 
ging even more than proportionately 
higher prices for industrial items, a situ¬ 
ation may arise in which internal prices 
will be lower than import parities for id¬ 
entical products excluding duties. This 
probability would seem to suggest that 
imported inflation would lead to a regu- 
larisation of the existing prices in many 
directions and a pulling up of prices in 
some directions. The net result will be a 
further rise in the index of wholesale 
prices creating hardship lor the fixed 
income groups and a compulsion on the 
part of the government to allocate larger 
amounts for dearness allowances, food 
subsidies and the like. 

In this peculiar predicament the central 
government can hope to prevent a further 
accentuation of inflationary pressures only 
if it adopts pragmatic policies for boost¬ 
ing industrial production and provides 
the necesa ary incentives in the shape of 
higher prices for controlled commodities 
and tax concessions. There arc indications 
to suggest that the government is alive to 
the peculiarities of the price situation and 


is anxious to introduce partial decontrol 
or dual price policies in some sectors so 
that the industrial producers can be bene¬ 
fited and the nefarious activities of trad¬ 
ers effectively checked. Unless the new 
opportunities for boosting production 

Recession in 
chemical 
industry? 

Industry in western India is either in 
the throes of an incipient recession or is 
definitely heading for one. The signs are 
quite distinct and the symptoms unmis¬ 
takable. Shortages of critical raw mate¬ 
rials are reflected in lower levels of indus¬ 
trial production. The increased cost of 
living has led in recent months io a cres¬ 
cendo of wage demands and strikes in the 
Bombay-Thana industrial bell and to 
riots in the urban areas of Gujarat. 
Bandhs, strikes and lock-outs have 
brought down industrial production fur¬ 
ther. As strikes in the cotton mill indus¬ 
try and in some of the chemical and 
engineering industries in Bombay tend to 
be prolonged, the cumulative production 
losses arc increasing from day to day. The 
credit squeeze and the oil crisis, between 
them, are also having the effect of restric¬ 
ting production all round. Many manage¬ 
ments seem to be at the end of their tether 
in such dispiriting circumstances. It is 
therefore feared in industrial circles that 
temporary closures and lay-offs, presently 
confined to ti few scattered units, may 
become widespread over the next three to 
six months, thereby aggravating the un¬ 


is fully utilised and the shortages in 
power and coal are eliminated, the 
unsatisfied appetite of the economy and the 
ill effects of imported inflation may result 
in the emergence of a new situation 
which may become unmanageable. 


employment problem. Bui it is unfortu¬ 
nate that militant leftist trade unions do 
not see the writing on the wall. 

What is true of industry in general is 
particularly true of its chemical sector. 
Though the chemical and chemical-based 
industries which are heavily concentrated 
in the western region have had till lately 
the distinction of being the fastest grow¬ 
ing of all the industries in the country, 
they have fared badly in the current year— 
1973-74. As Mr M. S. Sastry. chairman 
of Indian Chemical Manufacturers As¬ 
sociation (Bombay region), put it in his 
speech at the annual meeting of the as¬ 
sociation the other day, “it is a year of 
disaster for the chemical industry". Ferti¬ 
liser industries, working with inadequate 
quantities of feedstock and power, may 
end the year with a total production of 
only l.l million tonnes as against the 
originally estimated 1.6 million lonnes. 
The galloping import bill on account of 
crude petroleum at its ever-rising prices 
means less foreign exchange foi fertiliser 
imports as also tor imports of vital raw 
materials required by many industries for 
maintaining production at normal levels. 
Naphtha, which is the feedstock for petro¬ 
chemicals and fertilisers, is already in 
acute short supply but t he demand for it 
will increase with the commissioning of 
the various petrochemical units of the 
Indian Petrochemical Corporation (IPCL) 
and of three more naphtha-based fertiliser 
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It is but natural that the criticism of the Bombnv 
Plan is increasingly focussed on its financial part, 
for finance is at the heart of the miller. This is 
not because Rs 10,01)9 crores or even a higher 
amount cannot be made available f.n investment 
Any amount may be made available if the people 
arc willing to undergo the piivation undsicnlicu 
of immediate consumption involved and if the Go¬ 
vernment is stem enough to enforce the deg ice of 
consumption required for the purpose. The ical 
question therefore reduces itself in s-nipln terms to 
this: Have the Bombay planners imposed an 
impossibly high level of sacrifice by providing for 
a capital investment of about Rs 1,40.) ci ores 
in the first live years*? It is not necessary to take 
up the second and thud periods for the present 
argument. Is it withm India's capacity to find 
as much as Rs 280 crores, and what is more, has 


she the power to convert that part of her internal 
capital into foreign exchange necessary for the pui- 
pose of scouring the essential capital equipment 
from abroad during the period? If foreign ex¬ 
change is inadequate will she be able to borrow? 
These aie the only relevant questions. As regards 
an evpcndituie of Rs 250 croics, this has only to 
be set against the expenditure of Rs [,800 crores 
incurred by the Government of India since the end 
ol 19 W giving an average of Rs 450 crores to 
prove how modest u is. The conversion of in tew 
nal capital into foreign assets his fortunately 
ceased to be a problem not only because of the 
large sterling balances available to us, but also be¬ 
cause wo may so regulate our imports that all our 
export surplus nuy be converted into ihc neces¬ 
sary equipment for our industrial development. 
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plants at Tuticorin, Mangalore and 
Bara uni. 

[t is almost a blessing in disguise that, 
in the present context of naphtha shortage, 
the petrochemical projects of 1PCL in 
Gujarat and of others elsewhere in the 
country aie not coming up quickly. Fur¬ 
ther reflection however will show that it 
is, after all, not a blessing for the set¬ 
back to the programme of petrochemicals 
production affects the down-stream pro¬ 
jects for the manufacture of various poly¬ 
mers, detergents, dyes, intermediates and 
bulk pharmaceuticals. It is not surpris¬ 
ing, therefore, that the current shortages 
and doubled or trebled prices of such 
petrochemicals as benzene, xylenes, cap- 
rolactum, phthalic anhydride, DMT and 
several others arc having a restrictive im¬ 
pact on the working of a wide range of 
chemical and chemical-based industries. 

Shortages and high prices of other 
chemicals such as caustic soda, soda ash, 
acetic acid, glycerine, toluene, naphtha¬ 
lene, beta-naphthol, phenol,methanol and 
alcohol are also adding to the difficulties 
of chemical-using or chemical-based indus¬ 
tries. Ad hoc imports of some of these 
chemicals are neither timely nor adequate. 
The fact that international prices of many 
chemicals have risen steeply in recent 
months complicates the import situation. 


tage in the event of failure to meet the 
industry’s requirements of petroleum pro¬ 
ducts. These requirements of the phar¬ 
maceutical industry are said to be small 
compared to those of other industries. 

Representations have also been recently 
made on behalf of the small-scale phar¬ 
maceutical units numbering more than 
2,000 in the country. The spiralling 
prices of solvents, chemical materials, 
and packaging materials, arc adding to 
the usual difficulties of the small-scale 
sector and impairing their capacity to 
compete with the large and medium units 
of the industry. The doubling in the 
price of glycerine alone, for instance, has 
hit the small-scale sector badly as 50 
per cent of all formulations in that sec¬ 
tor arc glycerine-based. It has been fur¬ 
ther represented that failure to keep in 
check the prices of raw materials, pack¬ 
ing and packaging materials, etc. and 
ensure their uninterrupted supplies would 
lead to the closure of many small-scale 
pharmaceutical units throughout the 
country. It is pleaded that the small- 
scale sector, which manufactures the 
same kinds of formulations as the large- 
scale sector, deserves to be sustained in 


its competitive capacity vis-a-vis the leU 
ter on two grounds. One of these is that 
the same strict quality control is ap¬ 
plied to small-scale units as to large* 
scale units under the Drugs and Cosme¬ 
tics Act. And the other is that there is 
no reservation of any item exclusively to 
the small-scale sector of the pharmaceu¬ 
tical industry as in several other indus¬ 
tries. 

Other chemical-using or chemical- 
based industries such as textile, soap, 
paint, plastic, dyestuff, pulp, paper and 
newsprint are affected in varying degrees 
by the prevailing shortages and high 
prices of chemicals and chemical inter¬ 
mediates. The distortions caused by the 
international oil crisis and by the infla¬ 
tionary spell both in India and abroad 
arc clearly in evidence. Higher raw 
material and wage costs, spelling higher 
prices for end-products all round, would 
be bearable in a way if at least produc¬ 
tion were maintained at optimum levels 
in all industries. Actually, however, 
there is a decelerating trend in produc¬ 
tion. It is here that the chemical indus¬ 
try seems to be setting the pace for a 
general recession. 


Such of those industrial units as have been 
using furnace oil are hit directly by the 
reduced supplies and increased prices of 
that fuel. At least one chemical unit in 
Bombay has temporarily ceased produc¬ 
tion and laid off its workers following the 
stoppage of furnace oil supplies by the 
Indian Oil Corporation. Several other 
units may be heading for difficulties on 
this account, now that the price of fur¬ 
nace oil, like that of naphtha, has been 
steeply increased as a sequel to the recent 
doubling of the prices of imported crude. 

The pharmaceutical industries, the 
single largest segment of the chemical 
industry, (which, too, is heavily concentra¬ 
ted in western India) is already feeling 
the pinch of chemical shortages. A crisis 
atmosphere is developing in the industry. 
The Organisation of Pharmaceutical Pro¬ 
ducers of India has, therefore, made a 
frantic representation to the government 
of India. The representation is to the 
effect that the pharmaceutical industry is 
facing a grave crisis due to the shortages 
of furnace oil, light diesel oil and some 
other petroleum products. It is feared that 
the production of essential drugs would 
be hampered. In fact, production sche¬ 
dules have already been upset by uncer¬ 
tain and inadequate supplies of other 
essential raw materials. Though there is 
no overall shortage of essential drugs now 
the near future may witness such a shor¬ 
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Role of commercial Dr. C. Raghrva RtNr 

banks in farm finance 


Aohiculiuri: provjdls for economic sus¬ 
tenance to 70 per cent of our population 
and contributes to about 50 per cent of 
our gross domestic product. Nearly 60 
per cent of total household consumption 
and 85 per cent of commodity consump¬ 
tion of households is composed of agri¬ 
cultural products or manufactures based 
principally on agricultural raw materials. 

The importance of agriculture was re¬ 
cognised by the government of India even 
at the advent of planning. Agriculture, 
therefore, has been accorded a prominent 
place in the five year Plans of the country. 
It has also been the crucial factor contri¬ 
buting to the success or failure of the 
different plans. For instance, the fourth 
Plan (1969-74) evisaged 5.5 per cent ave¬ 
rage growth in national income. But the 
national income growth in 1971-72 and 
1972-73 was considerably less than two 
per cent mainly because of the poor per¬ 
formance of agriculture. 1 For two years 
in succession agricultural output suffered 
from unfavourable weather conditions in 
many parts of the country. 

dependence on monsoon 

In spite of the massive investments 
made as well as extension of new agricul¬ 
tural strategy. Agricultural output remains, 
by and large, a variable dependent on the 
monsoon. It only underlines the need 
for stepping up investment and accelerate 
the pace of the new agricultural strategy 
in the context of the successful imple¬ 
mentation of the ensuing fifth Plan. The 
provision of adequate credit both short- 
term and long-term is one of the factors 
that influence the volume of agricultural 
output. An attempt is made here to 
study the role of commercial banks in 
financing agriculture. 

The All-India Rural Credit Survey 
Committee of the Reserve Bank of India 
found that commercial banks have con¬ 
tributed to hardly one per cent of the 
total credit requirements of agriculture in 
1951-52. The committee recommended 
the nationalisation of the then biggest 


commercial bank—the imperial Bank of 
India—in order to divert its attention as 
well as the attention of other banks to 
cater for the requirements of agricultural 
finance. Consequently, the State Bank of 
India come into existence on July 1, 1955, 
and it began to take some interest in the 
provision of farm finance. However, the 
over-all position did not improve. 

falling advances 

The percentage of advances of scheduled 
banks to industry in 1960-61 and !9(>5-66 
was 52,5 and 61.5 whereas to commerce 
it was 36,4 and 31.1 respectively. The 
percentage of their advances to agricul¬ 
ture had fallen from 0.6 to 0.2 during 
the same period." This was largely be¬ 
cause of the traditional links between 
banks and industrial and business housc> 
m India as a result of which the directo¬ 
rates of banks consisted mainly of indus¬ 
trialists, and businessmen. To bring about 
a wider diffusion of banking and the con¬ 
templated changes in tlic pattern of bank 
lending, it* was necessary to provide 
appropriate guidelines for bank manage¬ 
ments and alter the complexion of their 
decision-making machinery. The scheme 
of social control over banks initiated by 
government in December, 1967, was de¬ 
signed to attain these objectives. 3 

The main objectives of social control 
over banking were a wider spread of bank 
credit, preventing its misuse, directing iu 
flow to priority sectors and making it a 
more effective instrument of economic 
development. 4 It was with these objec¬ 
tives in view that the Banking Laws 
(Amendment) Act, 1968, was enacted ; 
the Act came into force in February, 
1969. 

With a view to discussing and asses¬ 
sing credit priorities on an all-India basis 
a high-level body known as the National 
Credit Council was set up in February, 
1968. Subsequently, organisational chan¬ 
ges to give effect to social control were 
put through by the banks. They also 
reduced their loans to directors and the 
concerns in which they were interested 


and increased their lending to agriculture 
and small-scale industries. Although the 
boards of directors were reconstituted, 
the industrialists and businessmen re¬ 
mained on the boards and could stilt 
exercise their personal influence. The 
powers of the Reserve Bank to reconsti¬ 
tute the boards were also not sufficient. 
Therefore, it was felt that only through 
public ownership of banks could the de¬ 
sired objectives be achieved. Consequent¬ 
ly, the nationalisation of 14 major Indian 
banks was announced on July 19, 1969. 
t his meant that nearly 85 per cent of 
bank deposits, including those of the 
State Bank of India and its subsidaries 
came under the direct control of the 
government of India.’ 1 Another impor¬ 
tant phase in the direction of the state 
gaining control over the commanding 
heights of the economy was thereby ac¬ 
complished. 

expanding role 

('ommercial banks have recognised the 
importance of financing, agriculture and 
have begun to play an expanding role in 
agricultural finance in the post-nationali¬ 
sation period. Table J gives the details 
of agricultural advances—direct as well 
as indirect—provided by the scheduled 
commercial banks during the period from 
June 1969 to December 1972. 

It can be seen from Table I that the 
proportion of agricultural credit, both 

Tabli: I 


Scheduled Commercial Bank’s Credit to 



Agriculture 


Year 

Amount out¬ 

Percentage 


standing 

to total 


(Rs crores) 

bank credit 

June, 1969 

188 

5.2 

June, 1971 

382 

7.9 

December, 1971 395 

7.2 

December, 1972 485 

8.7 


Source : Supplement to the RBI Bulle¬ 
tin, August 1973, p, 45. 
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direct and indirect, to total bank credit 
has risen from 5.2 per cent to SjiP per 
cent during the period under considdb- ' 
lion. Agricultural advances of coiftiTir- 
cial banks have shown a steady improve¬ 
ment from Rs 188 crorcs in June 1969 to 
JjLs 4K5„cfoi$?jn December $1% 

i‘ V * 'i -i 1 | 

v ,, Hov^vfcr,Uhto$,aro r^ionafcva- 
nations in the distribution of agricultural 
credit. This regional imbalance in the 
distribution of bank credit to agriculture 
is only a reflex of the speed and pattern of 
developments in commercial banking in 
India. The southern and wester,, regions, 
which are comparatively well advanced 
i» hanking, together accounted for 60 
per cent of the total agricultural advances 
of the scheduled batiks. The eastern, 
north-eastern, and northern regions ac¬ 
counted for only 5.74, 0.31 and 14.29 
per cent of the advances respectively. 11 
The central region got the residual credit. 

Apart from the regional imbalance in 
the growth of commercial banking in 
genera! and bank advances to agriculture 
in particular, there is a more disturbing 
development namely the diversion of rc- 
soul ccs from the rural to metropolitan 
centres. Table fl gives the details of the 
credit-deposit ratios of the different cate¬ 
gories of branches as on the last Friday 
of June, 1972. 

poor mobilisation 

It is seen from Table II that out of 
total deposits, 41 per cent accrued from 
the metropolitan branches. The urban 
branches have mobilised 24 per cent of the 
deposits whereas the semi-urban and rural 
branches have contributed to only 22 and 
six per cent of the total deposits respecti¬ 
vely. The performance of the semi-urban 
and rural branches in the mobilisation of 
deposits is poor. 

However, the distribution of advances 
is more disturbing than the collection of 
deposits. The metropolitan branches 
have extended credit to the extent of 63 
per qpni of the total credit whcicus the 
urban branches have lent to the tune of 
21 per cent. The share of the semi-urban 
branches was 13 percent whereas that of 
the rural branches was only three percent.^ 
The low credit-deposit ratio (41 per cent) of 
the rural and semi-urban branches clearly 
indicates that the deposits collected in that 
sector are not lent to that sector fully 
but diverted to the other sectors. 

fhe credit-deposit ratio for all the 
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branches works out to 71 per cent where¬ 
as it is 93 per cent for the metropolitan 
branches? The cfcdffl-depnsit. it tip forf 
the urban branches jp 42 percent. 11 Tfifus 
the distribution of advanceS reveals that 
there is a flight of deposit# from the rural 
and semi-uVBkn areas to tljte metropolitan 
v :cehflre.s. It jfcoks # Ktlm rural ttfadqjfc i 
areijktUJfcod lor punAi|f din rntfAdy poll 
the rural areas for tne benefit of merropb- * 
litan centres whereas the objective of na¬ 
tionalisation of banks was to reverse this 
trend. 

One of the important factors responsi¬ 
ble for this state of affairs in the distribu¬ 
tion of bank credit is that the centres of 
decision-making in banking arc mostly 
urban and metropolitan and banking is 
urban-oriented. The Banking Commission 
clearly exposed this tendency and recom¬ 
mended the setting up of ‘rural banks' in 
order to overcome the same. 

rural banks 

The Banking Commission has recom¬ 
mended the setting up of rural banks both 
in the cooperative and commercial bank¬ 
ing sectors. In the cooperative sector, 
efficiently managed primary cooperative 
credit societies arc to be developed into 
rural banks with technical assistance from 
district or apex cooperative banks. Where 
viable or potentially viable primary cre¬ 
dit societies are not available, it will be 
desirable to bring into existence ‘rural 
banks' as distinct entities to be set up as 
subsidiaries of commercial banks, 7 To 
encourage local involvement, where a 
commercial bank sets up a subsidiary 
bank, the sponsoring bank should invite 
the residents of the area to take up to 49 
per cent of the share capita! of the sub¬ 
sidiary." As these banks provide for 


local participation, democratic manage¬ 
ment@nd responsivenBs to legit Weds m 
nd tMetf rural batiks |re^»%alft,f|ted 
/ornfallr#. Th### f*#1 « 
up thcrietteir for rtfral mdjfL™ 

Agriculllfa] production cannot be sus¬ 
tained amf awcleratcd unless all the inputs 
djf agriculture arc provided. Credit is 
otic Of the'important inputs of agriculture 
and the new agricultural strategy cannot 
be implemented without the provision of 
adequate institutional credit. Commer¬ 
cial banks have neglected the credit re¬ 
quirements of Indian agriculture for long. 
The advent of planning gradually led to 
their increasing role in agricultural finan¬ 
ce. However, the tremendous expan¬ 
sion of commercial banking in rural areas 
has not been to I he benefit of the rural 
areas. The flight of deposits from the 4 
rural to the metropolitan areas is clearly 
seen in the credit-deposit ratios of the 
bank branches operating in these areas. 

If this trend is to be halted, the decision¬ 
making centres must be shifted from the 
urban to the rural areas which evidently 
is impossible. Hence the need to set up 
rural banks to cater for the needs of rural 
areas. 
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Credit-Deposit Ratios of the Different Categories of Broaches of Scheduled Banks. 


No. of offices Deposits Advances C.D 

SI. Category of (Rs crores) (Rs crores) Ratio 

No. branches Functioning Reporting 


1 . 

Rural 

4,778 

4,120 

458.55 

190.93 

41.64 

2. 

Semi-urban 

4,364 

4,025 

1669.10 

682.78 

40,91 

3. 

Urban 

2,482 

2,247 

1798.28 

1136.94 

02.11 

4. 

Metropolitan 

1,891 

1,812 

3606.24 

3356.46 

93.11 

5. 

All categories 

13,515 

12,204 

7532.17 

5367.1 J 

71.25 


Source: Supplement of Banking statistics, RBI Bulletin, April, 1973, pp-30-3L 
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Cooperative training 


K. K. 


Training by itself has no value unless 
it is related to a specific purpose. The 
purpose of cooperative training, as the 
terms of reference of the informal expert 
group which has recently been constituted 
by government of India to review the ‘ade¬ 
quacy of the existing structure, including 
policy, direction, guidance and coordina¬ 
tion at the central level in the sphere of 
cooperative training, research and educa¬ 
tion,’ stated, is ‘to make available profes¬ 
sionally competent personnel with know¬ 
ledge of modern management techniques 
to the cooperative sector.’ 

Any attempt to discuss only the ade¬ 
quacy of the existing training structure 
for the cooperatives cannot be meaningful 
if attention is also not simultaneously 
focussed on the trainer, the trainee and 
the actual training situation. The success 
of such an attempt will however be mea¬ 
sured in the degree to which it helps im¬ 
prove the performance of the cooperative 
units. 

operational efficiency 

In other words, the informal expert 
group's recommendations must lead to 
creation of conditions at all levels which 
will ultimately make an impact on the 
operational efficiency of the cooperatives 
and there is qualitative improvement in 
» tho performance of the managerial per¬ 
sonnel after having been exposed to a 
cooperative training programme. It may 
be pertinent to add here that training is 
only one factor which can help improve 
managerial effectiveness and by itself is 
not adequate, in the absence of other fac¬ 
tors, for the purpose. 

Training Situation : It will be useful to 
start with the assumption that the inade¬ 
quacies of the existing structure, if any, 
and the related aspects of policy, direc¬ 
tion, guidance and coordination at the 
central level, are all to be seen in the 
performance of the Vaikunth Mehta Na¬ 
tional Institute of Cooperative Manage¬ 
ment, (VMNICM) Poona (which trains 
senior level cooperative executives) and 
the 14 cooperative colleges (which train 


ftinnni 

intermediate level cooperative personnel) 
and can he identified only after a careful 
survey and measurement of their perfor¬ 
mance, achievement and capacity utiliza¬ 
tion againsL the actual demand of the 
cooperative organisation in the country 
is made. 

If 1971-72 is taken as the norm to 
judge the adequacy or otherwise of the 
existing facilities available at the senior 
level, purely in the quantitative terms, 
then Table 1 gives the picture. 

regular courses 

It may be added here that Table I gives 
information with regard to regular cour¬ 
ses for managerial personnel and excludes 
seminars, refresher courses, programmes 
for non-official leaders and government 
officers, orientation programmes for uni¬ 
versity teachers, foreign scholars etc. 

Table II gives the estimated number 
of large sized cooperatives and the num¬ 
ber of senior and middle level executives 
in these cooperatives by the end of the 
fifth Plan. ' 

Apparently if the VMNICM, Poona, 
is to be the only institution in the coun¬ 
try to meet the training requirements of 
the senior and middle level executives in 
the country, not even a fraction of the 
total managerial personnel can be trained 
in the forseeable future. 

Qualitative : No qualitative evaluation 
has so far been made of the training im¬ 
parted at the VMNICM, Poona, and 
therefore it is difficult to give any definite 
qualitative assessment. Two points how¬ 
ever stand out. India is perhaps the 
only major country in the world, where 
training is completely divorced from the 
business activities. Elsewhere the pattern 
is that each sub-sector of the movement 
like consumers cooperatives, agricul¬ 
ture cooperatives etc., has its own 
training complex run, controlled and 
managed by the apex level business orga¬ 
nisations. Even in Britain, whose insti¬ 
tutions we have followed in our country. 


in India 

although the cooperative college is run by 
the cooperative union, yet as the consu¬ 
mer cooperatives are practically the only 
cooperative in the country, the chasm 
between the training and the business 
activities is not wide, though it is wide 
enough to compel the Cooperative Whole¬ 
sale Society of Britain to start its own 
management development programmes 
for the middle and senior level executives. 

Several eminent authorities have repea¬ 
tedly pointed out that the dichotomy that 
characterises the arrangement when train¬ 
ing is separated from the business activi¬ 
ties of the cooperatives, the gap between 
these activities and training programmes 
becomes institutional and to that extent 
the training programmes fail to sub-serve 
the purpose of the cooperatives. 

Our experience amply confirms this. 

job orientation 

The second point that needs to be con¬ 
sidered in this context is the difference 
between training and education. To be 
relevant, training should be specific, te¬ 
chnique and consequently job oriented 
and therefore more mechanistic, as it 
were. Education on the other hand, is 
general, man-oriented and consequently 
does not make one more efficient at one’s 
job. In order to make training program* 
me successful it is necessary that constant 
studies are made to find out as to how 
successful managers function and what 
factors contribute to their success. It 
will be also necessary that the training 
situation provides the necessary environ¬ 
ments where the learning process of an 
adult trainer becomes sharper. Our ex¬ 
perience shows that such arrangements 
do not exist in the present structure. 

Convenience: The training imparted at 
the VMNICM, Poona, is free, but its 
location is such that it is free only to those 
who come from nearby places. To 
the one who comes to participate 
in a two-wcek programme from Jammu 
and Kashmir, Nagaland or from 
Orissa, it is quite expensive (in terms of 
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3 

railway fare), inconvenient (two days 
are spent in journey eithe^way) and at 
times not relevant in that the resour* 
ces at the institute as they are, are not 
such that they can satisfy the needs of Jl, 
types of executives from all over the 
country. 

The Trainer : The background of the 
trainer and the working conditions con¬ 
tribute substantially to the success of the 
training programme such as the one under 
discussion. 

Although on paper the VMNICM, 
Poona, is run by a committee of the 
National Cooperative Union of India, 
>et for all practical purposes it is run by 
the government, of India through the 
Director of Cooperative Training. All 
the working conditions are akin to those 
obtainable in any office of the government 
of India except that sonic of the privileges 
like free medical aid, pension etc. are not 
available to the trainers. There is also 
no absolute security of job. 

attracting talent 

When a management institute like 
VMNICM, Poona, has to compete in the 
market with other management insti¬ 
tutes, it becomes necessary to attract 
talented and devoted employees who can 
help to improve the training programmes. 
This is'possible only when the working 
conditions within the cooperative training 
complex are at least as good as are 
obtainable in other institutions of manage¬ 
ment, if not better. At present, this does 
not seem to be the case. 

The Trainee: Perhaps the most impor¬ 
tant factor, which is relevant to our discus¬ 
sion on making professionally competent 
personnel with the knowledge of modern 
management techniques, available to the 
cooperative, is the trainee himself. Our 
experience has revealed that the trainees 
are not adequately motivated when they 
come to participate in the training pro¬ 
grammes. Without such a motivation 
it has been found always difficult to 
sharpen their faculties and to improve 
their skills so that they go better equipped 
to their respective institutions. Some 
arrangements will have to be thought of 
in order to ensure that the trainees who 
come for training are adequately motivat¬ 
ed and get the opportunity when they go 
back to practise what they learn in a 
particular training situation. 

Three points stand out from the 
analysis given above: 

1. The Vaikunth Mehta National Insti- 
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Table i 

Number of Courses sad Participants at VMNICM. Peoas (1971*72) 


SI No. 

Name of the course 

Duration 

Actual No. 
of partici* 
pants 

Capacity 

Utilisa¬ 

tion 

% 

Participants 
from the 

Inner Outer 
circle circle 

% X 

1. 

Course for the gene¬ 
ral managers of the 
wholesale and de¬ 
partment stores 

6* 

25 

83.3 

36.0 

64.0 

2. 

Post graduate dip¬ 
loma course in co¬ 
operative business 
management. 

37 

23 

76.7 

69.6 

30.4 

3. 

Course in materials 
management. 

2 

26 

86.7 

30.8 

69.2 

4. 

Course in Sales Ma¬ 
nagement. 

2 

28 

93.3 

32.1 

67.9 

5. 

Special audit course 
for senior personnel 
of coop, departments 
and organisations. 

3 

26 

86.7 

34.6 

65.4 

6. 

Short-term course for 
personnel of cold 
storage. 

2 

21 

70.0 

57.1 

42.9 

7. 

Short-term course in 
communication in 
cooperative mana¬ 
gement and adminis¬ 
tration. 

l 

26 

86.7 

50.0 

50.0 

8. 

Programme on mo¬ 
dern management 
techniques. 

1 

19 

63.3 

68-4 

31.6 


Note : Inner Circle refers to the States of Maharashtra, Gujarat Madhya Pradesh, 
Andhra Pradesh and Mysore. Outer Circle refers to the rest of the States 
in the Country. 


Table ii 

Estimated Number of Large Cooperatives and Employees at the End of Fifth Plan 

SI. No. Type of cooperatives No. of Estimated number of employees at 

units 





Senior 

Higher 

Lower 




level 

middle 

middle 





level 

level 

1 . 

Cooperative banks in¬ 
cluding branches. 
Processing coops. 

7989 

4000 

12,000 

5000 

liooo 

9000 

2. 

2330 

4000 

3. 

Consumers coopera¬ 
tives including large 
branches. 

2575 

3000 

4000 

6000 

4000 

4. 

Primary marketing co¬ 

3400 

2000 

800 

5. 

operatives. 

Others. 

500 

1800 

800 

3000 


Total 


14,800 

22,600 

40,000 
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Making 

new industries bloom 

Thirty years ago, manufacturing cars in India appeared to many like 
an idle dream. But Hindustan Motors ventured into this new field. 

India is now self-sufficient in automobiles largely because of the 
pioneering efforts of Hindustan Motors. What is equally important, 
Hindustan Motors have helped to bring into existence a host of new 
ancillary industries employing tens of thousands of skilled technicians 
to manufacture the hundreds of components that go into the 
making of an automobile. 

Over the past thirty years, these industries, brought into being by 
Hindustan Motors, have expanded, diversified and improved their rango 
of manufactures to meet the demands of other automobile 
manufacturers not only in India but also abroad. Today one of the 
important items of export of the Indian Engineering industry are 
automobile components and accessories which bring in more 
than Rs. 15 crores in foreign exchange every year. 

Bringing new ancillary industries into existence—this is one of the ways 
in which Hindustan Motors keep India's economy moving and growing. 




Hindustan Motors Limited 

Keeping India's economy moving and growing 


A 
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tute of Cooperative Management, Poona 
(VMNICM) at present largely caters for 
the requirements only of a region. This 
is borne by the fact that majority of the 
participants come from within a few 
states and the majority of the members of 
the faculty also devote their attention and 
interest oh the cooperative activities in 
this region. 

2. The demand for training of senior and 
middle level personnel is so large that the 
VMNICM constituted as it is today, can 
never be in a position to cater for the 
requirements of even 10 per cent of this 
demand. 

3. The training activities being carried 
out at present at the cooperative 
training colleges, at the intermediate level, 
is not management oriented at all. The 
focus of the training activities in these 
colleges is general and on theoretical 
framework, although some ad hoc courses 
nrc run in certain important functions 
of management. By and large however, it 
can be said that the training is not 
management-oriented in these colleges. 

Keeping in view these three important 
points, it is suggested that the existing 
structure at the central level, consisting 
of VMNICM, Poona, and the 14 coopera¬ 
tive colleges at the intermediate level be 
completely reorganised to from five 
regional cooperative institutes of manage¬ 
ment on the lines of VMNICM and may 
be located within the five regions, 
i.e. western, southern, eastern, central 
and northern. These new institutes 
should offer training programmes to 
different executives working in different 
positions within their respective regions. 

Taxation 

The Japanese tax system contains some 
distinctive features which arc worthy of our 
study and, in some cases, emulation. Sta¬ 
bility has been the hall-mark of the Japa¬ 
nese tax system. In fact, it is the stability of 
the system which accounts for a good deal 
of the apparently smooth economic prog¬ 
ress and willingness to make long-term 
plans. The study of the Japanese taxa¬ 
tion gives further strength to the belief 
that economic growth and industrial deve¬ 
lopment can be influenced by fiscal and 
taxation policies. 

The rapid industrialisation of the 
country did necessitate changes jn the 


Simultaneously attempts should be 
made to ensure tnnt the national federa¬ 
tions of consumers cooperatives, market¬ 
ing coperatives, sugar cooperatives 
and industrial cooperatives also 
organise training programmes for the 
senior executives working in the respec¬ 
tive sectors especially in those areas which 
require special expertise, background and 
qualifications on the part of the trainers, 
almost on the lines of the Cooperative 
Bankers Training College run by the 
Reserve Bank of India, at Poona, for the 
personnel working jn the cooperative 
banks. This should supplement the 
activities of the proposed five regional 
institutes of cooperative management. 

For training of top level executives, 
and cooperative leaders, conducting 
research and offering consultancy services 
and also for coordinating the academic 
as well as administrative activities of the 
five regional institutes of cooperative 
management as well as the training 
activities of the national federations, it 
will be necessary to set up a national 
institute of cooperative management at 
New Delhi, whose director general may 
be the overall in-charge of the training 
programmes for the cooperative person¬ 
nel in the country. 

For the purposes of policy, direction, 
guidance and coordination at the central 
level it is .suggested that the following 
bodies may by constituted to help the 
director general of the national institute 
of cooperative management to carry on 
its activities. 

(i) Programmes Committee : It will 
consist of the heads of the various sections 

in Japan 

taxation field also and a long series of 
post-war tax reforms has taken place in 
Japan. The various reforms since 1950 
have reduced tax rates and introduced 
new reliefs or incentives. Even after the 
subsequent abolition of some of these re¬ 
liefs, a wide spectrum of reliefs still exists; 
Some of these reliefs are peculiar to Japa¬ 
nese tax system and are not always en¬ 
countered in western tax systems. 

The taxes imposed by the national and 
local governments of Japan can be classi¬ 
fied into four groups, i.e. taxes on income, 
on property, on consumption and on 
transferor goods* The national tax on 


at the proposed national institute and 
will be responsible for chalking out the 
training programmes for various levels 
of personnel. 

(ii) Advisory Council : It will consist 
of the director general, the directors of 
the five regional institutes of cooperative 
management, the chief executives of the 
major national level cooperative federa¬ 
tions, representatives of the government 
of Ind«a and the state governments 
as also a few selected representatives of 
the state level cooperative fedrations. 
it will he responsible for the management 
of the proposed national institute. 

(iii) Governing Council : It will con¬ 
sist of representatives of the cooperative 
movement to be elected by the Coopera¬ 
tive Congress, representatives of the 
central and state governments and a few 
representatives from the advisory council. 
It will be extremely helpful if the cabinet 
minister in charge of cooperation at the 
central level is the chairman of this 
council. This council will be responsible for 
laying down policies and reviewing existing 
programmes and related aspects of co¬ 
operative training for the entire country. 
The director general will be the chief 
executive of the entire programme and 
will coordinate the activities of the 
training complex in the country. Similar 
bodies can also be constituted for the five 
regional institutes of cooperative manage¬ 
ment. 

In order to cater for the requirements 
of lower, middle and junior level person¬ 
nel, the existing training centres will have 
to be completely revamped in order to 
meet the requirements of these personnel. 


C. R. Thiagarajft Varmi 


income includes the individual income-tax 
and corporate income-tax. In addition 
to the national income-tax, there also exist 
certain local income-taxes like the prefec- 
tural inhabitants tax, enterprise tax and 
municipal inhabitant tax. The local taxes 
are applicable to individuals as well as 
corporations. 

The Japanese law provides for aggre¬ 
gation of income arising from assets to 
family members living together with the 
income of the member who has the largest 
income and levy of tax at the rate appli¬ 
cable to such aggregated income. The 
tax thus calculated is apportioned to the 










relative family members and each of them 
remains liable for the tax so apportioned 
to him. Under the Japanese law, income* 
tax is imposed on persons who actually 
receive economic gains and not on per¬ 
sons to whom gains arc legally attribut¬ 
able. Quantum of income liable for tax 
is also based on real economic gain and 
not on the legal form of the transaction. 
Rutes of income tax on individuals are 
progressive and range from 10 to 75 per 
cent. 

permissible bodies 

The various types of corporate bodies 
permissible in Japan are the joint stock 
company, joint stock private or limited 
company, family corporation, public inte¬ 
rest corporation and co-operative society. 
The minimum membership in the case of 
a joint stock company is seven and the 
maximum membership in the case of pri¬ 
vate or limited company is fifty. In the 
case of family corporations more than 50 
per cent of capital is to be owned by not 
more than three share-holders together 
with their relatives or affiliates. Japanese 
companies commonly prepare accounts 
on a six-monthly basis and are normally 
required to make an interim tax return 
within two months after the accounting 
period. Individual income, on the other 
hand, is computed on a calendar year 
basis. An individual has to file his return 
by March 15. 

The Japanese income-tax system is 
based on self-assessment and the tax 
payer has to calculate the tax himself 
and pay it at the time of filing the return. 
The amount of tax withheld, if any, is 
treated as an advance payment of tax pay¬ 
able by the recipient of the income. About 
two-thirds of the total amount of tax cal¬ 
culated on the basis of the ordinary inco¬ 
me of the preceding year is normally pre¬ 
paid in two equal instalments not later 
than July 31 and November 30. In the 
case ofcomp.inies,the payment made under 
the self-assessment system after comple¬ 
tion of the first six months of the business 
year is treated a prepayment when the 
final payment is made after completion 
of the second six months’ accounts for the 
business year. In the case of a newly 
established company no prepayment of 
tax after the first six months is required 
during the company's first trading year. 

A company preparing accounts annually 
is required to make an estimate of tax for 
the first half-year at the same time as 
athcr companies which prepare accounts 
six monthly. 

The sound development of the self- 
sscssment system is secured by the existen¬ 


ce of a •blue-return* system. The ‘blue- 
return’ system has been introduced to im¬ 
prove tax payer’s book-keeping and to 
encourage proper tax compliance and 
honest self-assessment. Majority of tax 
payers in Japan file blue return. 

Under the blue return system, an in¬ 
dividual or a corporation carrying on 
business who obtains the approval of the 
chief of the direct tax office in advance 
and keeps systematic accounting records 
that will meet a certain level of require¬ 
ments is separated from other tax payers 
and allowed to file blue return. The tax 
authorities generally accept the account 
books and records of a blue return tax 
prayer without further audit. Mistakes 
found in the calculation of taxable income 
in the books and records are, of course, 
corrected. Special favourable tax treat¬ 
ment is provided for blue return tax 
payers by way of deduction ol' sums put 
to various types of permitted reserves, 
special depreciation and wages paid to 
family employees. Individual tax payers 
filling blue returns are allowed to carry 
forward losses to offset income of three 
succeeding years and to carry backward 
to offset the income of one preceding 
year. In the case of corporations, trad¬ 
ing losses may be carried forward for five 
years or backwards for one year. 

blue return 

While dealing with the subject of 
arousing social conscience against tax 
evasion, the Wanchoo committee made a 
reference to this system of blue return 
and recommended that in our country 
also, tax payers who have been filing cor¬ 
rect returns and have been prompt and 
regular in meeting their tax obligations 
should be treated by the department as 
‘starred asscssee’. How one wishes that 
the government accept this recommenda¬ 
tion! In fact the government will do well 
to introduce a system similar to the blue 
return system in our country also. 

Reliefs 

In computing the corporation income 
for tax purposes, deduction is allowed in 
respect of sums put to a variety of per¬ 
mitted reserves. The profusion of such 
permitted reserves suggests that the Japa¬ 
nese administration is attentive to the pleas 
of various sectors of industry when intro¬ 
ducing its legislative amendments. This is 
indeed a very happy situation. Such a 
generous policy in Admitting reserves for 
tax purposes is beneficial to the cash flow 
position of corporations by enabling tax 
liability to be deferred. Some of the per¬ 


mitted reserves are applicable also to indi¬ 
vidual taxpayers filing blue return. Some 
of the permitted reserves are: overseas mar¬ 
ket development reserve, mine prospecting 
reserve, reserves for liability to pay retire¬ 
ment allowances and bonuses to staff, re¬ 
purchase loss reserve in the case of corpo- 
porations selling computers, drought reser¬ 
ve in the case of bydro-electric concerns, 
reserve to cover price-fluctuations in inven¬ 
tories or securities and reserve relating to 
the control of pollution. A casualty loss 
deduction is allowed when the fixed assets 
and trading slock of a corporation are 
damaged by earthquake, storm, flood or 
fire. 

amortisation relief 

The relief of amortisation is available 
in respect of a variety of expenditure. Some 
of the items which qualify for this relief 
arc the expense of opening a business or 
setting up a corporation, cost of issuing 
shares, debentures and bonds, interest paid 
to shareholders before u business becomes 
profitable, costs of developing new mar¬ 
kets or new management systems and cost 
of research. A statutory limit relating to 
the capital and capital surplus of a corpo¬ 
ration is set for the deduction of entertain¬ 
ment expenses. Special deductions, simi¬ 
lar to the deductions available under sec¬ 
tion 80 N and 80.0 of the Income Tax 
Act, 1961, of our country are also avail¬ 
able in computing income from overseas 
technical services transactions. 

Bonuses paid to directors arc not 
deductable for Japanese corporation tax 
purposes, but they arc regarded as distri¬ 
butions. However, when a director is also 
an employee that part of the bonus which 
relates to the employment is deductible. 
Prefectural enterprise tax (local tax) is 
deductible in computing taxable income 
for national income tax purposes. 

As for depreciation, there are two 
types—ordinary and special. Ordinary 
depreciation on machinery, buildings and 
vessels and such intangibles as patents, 
trade marks, goodwill and mining rights 
may be calculated in various different 
ways. The declining balance method under 
which ten per cent of cost is regarded as 
the minimum final balance, or the straight- 
line method or any other method approved 
by the authorities may be applied to tan¬ 
gible assets while only straight-line method 
is adopted for intangible assets. In the 
case of increased usage of depreciable 
assets, the ordinary allowance is increased 
pro rata to the number of hours of increas¬ 
ed usage. 

The special depreciation Is granted 


with deliberate economic purpose m view. 
However, when the official discount rate 
at the Bank of Japan exceeds 5.5 per cent 
per annum, it is considered as a sign of 
overheating in the economy and in such 
cases, the application of special deprecia¬ 
tion may be cancelled. Special deprecia¬ 
tion is granted for plant used in the provi¬ 
sion of commuter rail services to relieve 
urban road congestion, provision of hous¬ 
ing facilities, promotion of development 
in underdeveloped areas in the country 
and provision of anti-pollution plant and 
equipment. 

As for valuation of stock-in-trade a 
wide choice of methods is available. ,A 
corporation may adopt cither the conven¬ 
tional method of cost or market value 
whichever is lower, or FIFO or LIFO or 
moving average cost or any other special 
method approved by the tax administra¬ 
tion. 

corporate tax structure 

Moderate tax rates and favourable 
treatment of distributed corporate income 
are the two striking features of the corpo¬ 
rate tax structure in Japan. The Japa¬ 
nese income tax system taxes undistribut¬ 
ed corporate income more heavily than 
distributed income. In the case of com¬ 
panies other than family corporations, the 
rate of tax on undistributed profits varies 
from 28 to 36.75 per cent and the rate on 
distributed profits varies from 22 to 26 
per cent. The lower tax rates are levied 
upon corporations with small incomes 
and capital. Public interest corporations 
and cooperatives have to pay 23 
per cent tax on undistributed profits 
and 19 per cent on distributed profits. In 
the case of family corporations, an 
extra charge on undistributed profits above 
a certain level is also levied. 

In this context it may not be out of 
place to refer to the fact that the Wanchoo 
committee also made a recommendation 
for deduction in respect of distributed 
profits. After citing the example of West 
Germany, where also the distributed 
profits are taxed at a much lower rate 
than undistributed profits, the committee 
underlined the need for taxation of distri¬ 
buted income of a company at a lower 
rate. The committee recommended that 
in the case of small companies with paid 
up capital not exceeding five lakhs rupees, 
distributed profits up to eight per cent of 
the paid up capital or Rs 25,000 which- 
ever is less should be totally exempted 
from tax by allowing the same to be de¬ 
ducted in computing the total income. In 
the case of companies with paid up capi¬ 


tal exceeding five lakh rupees, distributed 
profits upto eight per cent of the paid up 
capital should be taxed at the rate of 3b 
per cent. The committee also recom¬ 
mended that bonus share capital should 
be excluded for this purpose with a view 
to preventing avoidance of tax by compa¬ 
nies enlarging their capital base by issue 
of bonus shares. It is indeed a pity that 
the government accepted neither this re¬ 
commendation nor other recommendations 
of the committee regarding the corpora¬ 
tion tax structure. 

local tax 

As for local taxes, enterprise tax char¬ 
geable by the prefectures is the most im¬ 
portant local tax applicable to corpora¬ 
tions. This tax is charged on the profit* 
both of Japanese corporations and the 
branches of permanent establishments of 
foreign companies. The normal rate of 
tax is 12 per cent on ordinary and liquida¬ 
tion income but reduced rates apply to 
the lower range of income of smaller cor¬ 
porations with less than 10 million yen 
as capital and with premises in fewer 
than three prefectural territories. 

In Japan, provisions exist for deduc- 


mm 

tion of tax at source under different cir¬ 
cumstances. Apart from the conventio¬ 
nal items like salary, dividends, etc., the 
Japanese law provides for deduction of 
tax at rates ranging from 10 per cent to 
20 per cent in respect of several items of 
income payments such as renumeration 
t o artist s, royalties, for copyrights, fees to 
lawyers or accountants, payments to pro¬ 
fessional sportsmen, payments to doctors 
for providing social insurance medical 
treatment and host of other types of agree¬ 
ments for services and earnings of skill. 
The newly introduced provisions in the 
Income-tax Act of our country which pro¬ 
vide for deductions of tax from winning 
from lottery or crossword puzzle (Section 
194B), payments to contractors and sub¬ 
contractors (Section 94C) and Insurance 
Commission (Section 94D) indicate that 
in our country also withholding of tax 
started extending beyond the traditional 
subjects of interest, dividends, etc. 

The Japanese law empowers tax autho¬ 
rities to make a provisional attachment 
in suspected tax fraud cases before the 
liability of a taxpayer i$ finally determ»n- 
cd, to prevent the tax payer from dispos¬ 
ing of his properties to avoid payment. It 
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f is gratifying to note that the government 
' has accepted the Wanchoo committee's 
\ recommendation for the introduction of 
I a similar statutory provision in our coun- 
t try also. Clause 76 of the Taxation Laws 
(Amendment) Bill, 1973, which is now 
t under consideration of the select commit- 
' tee of Parliament, seeks to give effect to 
, this recommendation. 

While underlining the need for a 
vigorous prosecution policy in order to 
instil fear and wholesome respect for the 
tax laws in the minds of the taxpayers, 
the Wanchoo committee made a pointed 
reference with statistical data to the fact 
that in Japan, the administration places 
considerable reliance on prosecution as a 
means of achieving voluntary compliance 
with its tax laws. 

tax arrears 


Tax officials are particularly required to 
listen carefully to the claims made by tax 
payers and to exercise the greatest pos¬ 
sible care to ensure that the tax officials 
do not behave in a high-handed manner. 
The Wanchoo committee rightly em¬ 
phasised the need for more generosity in 
the matter of pay scales in a revenue 
department whose officers have to deal 
with wealthy and powerful taxpayers and 
have to resist the temptation placed in 
their way. The committee pointed out 
that in Japan, officials engaged in the 
work of assessment and collection of tax 
are paid according to the 'Salary Schedule 
for Taxation Service’ and the monthly 
salary on the schedule is slightly more 
advantageous than the level of monthly 
salaries on those schedules which are 
applied to officials engaged in other 
administrative work. This is due to the 
consideration given to the fact that the 


duty of a tax administrator requires 
higher professional knowledge and h 
accompanied with various hardships. 
In our country, starting from Nicholas 
Kaldor, the Direct Taxes Administration 
Committee (Tyagi committee) the work¬ 
ing group of the Administrative Reforms 
Commission and recently the Wanchoo 
committee have all suggested revision of 
pay of income tax officers. Both the 
working group of the ARC and the 
Wanchoo committee favoured that the 
pay scales of the income tax * service 
should be on a par with those of the 
Indian Administrative Service. Though 
the Third Pay Commission has proposed 
revised scales for officers in income tax 
service who form part of central class I 
services, the commission has not thought 
it a feasible proposition to have identical 
scales of pay both for the IAS and central 
class I services. 


In the context of the mounting arrears 
of uncollected tax dues in our country, it 
may be of interest to note that in Japan 
only four per ccntol the demand raised in 
a year remains outstanding at the end of 
the year. If the tax is not paid by the 
due date, a demand note is sent within 
20 days after the time limit. If the tax¬ 
payer does not pay the amount within 
10 days of the receipt of the demand 
note, the tax authorities seize the general 
assets of the tax payer, convert them 
into money and collect tax from the 
proceeds. The Japanese law provides 
for punishment with penal servitude for 
not more than three years, or fine or both, 
of a taxpayer or third person in posses¬ 
sion of properties, who canceals or 
destroys them with the intention of evad¬ 
ing the payment of delinquent tax claims. 
In Japan failure to file a return in time 
will result in collection of an additional 
tax at 10 per cent of the tax amount 
shown in the return filed after the due 
date or as determined by the government. 

The Wanchoo committee recommend¬ 
ed that well-planned tax payer assistance 
programmes should be organised as such 
programmes constitute a powerful factor 
in improving public relations. We all 
know that the department started with 
great publicity some such programmes 
at many centres. It appears that after 
the initial enthusiasm the efforts got 
slackened. In Japan, officials who are 
responsible for the execution of tax 
administration are enjoined to assist tax 
payers in a kind and polite manner to 
actively comply with the requests for tax 
consultation from them and endeavour to 
solve their grievances and complaints. 
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Britain’s future as a 

JonFeyn Hcnnetsy developing country 


I 

The Real Issues 

Britain now faces the gravest situation 
since the collapse of France in World 
War II. The tragedy is that today so 
many of our wounds are self-inflicted. 

My forecast is that the deficit in 
current account payments- - assuming that 
the government takes quick and tough 
action to correct the economy—in 1974 
will be around €3,000 million (contrasted 
with a semi-official figure of £1,800 
million). If we arc to pet the loans to 
finance this deficit, wc must enforce poli¬ 
cies that satisfy the countries and insti¬ 
tutions which could lend to us that wc 
are a good risk. Unfortunately the 
current situation cannot inspire potential 
lenders with confidence. I believe, how¬ 
ever, that if we can get over the short¬ 
term hurdles we are a good risk. We 
can now be regarded as a developing 


country. We have assets in coal and 
in oil fields, which give us a glimpse of 
wealth far exceeding the palmiest days 
of our past. Let us, however, take a 
look round the current situation, bearing 
in mind that events are moving so fast 
that some of the views expressed may be 
out of date over-night. I will therefore 
try to be as factual as possible. 

The crisis which has suddenly hit the 
western world is unprecedented. Oil 
shortages mean that for the time being 
we have had to postpone the expectations 
of continued economic expansion for 
which the Heath government has been 
working. The quadrupling of the price 


of oil is a new element of ‘‘imported'’ 
inflation. It means that in order to pay 
the higher price of imported oil, we must 
export more goods, j.e. we will be that 
much poorer. We will have that much 
less spending at home. But rather than 
cutting people’s spending by raising 
taxes—as the Labour party urges—Mr 
Anthony Barber, the Chancellor, decided 
to cut the government's own spending by 
£1,200 million in 1974-75. 

What is tragic is that the coal miners 
and railway engine drivers should have 
chosen this moment of international 
crisis to launch domestic industrial 
action. This has meant a much worse 
loss of fuel than anything that has hap¬ 
pened in oil. It is the coal miners’ over¬ 
time ban, not the future of oil supplies, 
which has put the UK on a three day 
week and threatened the jobs of millions 
of the labour force. In the five weeks 
before the introduction of the cut-back 


on the consumption of electricity, coals 
stocks held by the power stations fell by 
seven times the amount in the correspond¬ 
ing period of 1972. That was why the 
government had no choice but to intro¬ 
duce severe restrictions on the use of 
electricity, including the three-day work¬ 
ing week. Even Harold Wilson felt 
compelled to repudiate his colleague 
Wedgewood Benn, who alleged that the 
government was using the miners’ dis¬ 
pute as an excuse for massive deflation 
by wage cuts (Daily Telegraphy January 2) 
and to admit that the government had to 
take action. 

These restrictions should enable us to 
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get through the winter on present levels 
of coal production without stocks sinking 
to the critical level of seven million tons. 
Without the restrictions, wc would have 
reached it early in February or before. 
Chaos could have followed: sudden and 
unplanned electricity disconnections 
would have hit vital services including 
water, sewage and hospitals. Many 
individuals and enterprises would have 
been without any electricity. The present 
restrictions at least ensure that the bur¬ 
den is equally shared and that essential 
services are maintained. Should a coal 
miners’ national strike be declared before 
these words are published, this paragraph 
will have to be read in the light of a new 
situation. 

severe impact 

The overtime ban can have had no 
other aim than to produce the coal short¬ 
ages which have made the impact on our 
industrial and commercial life so severe. 
Here we have a sectional monopoly 
power—the National Union of Mine- 
workers-holding the country lo ransom. 

The irony is that the coal miners 
under Stage 3 of the Incomes Policy have 
been offered a 161 per cent rise—the best 
offer ever received in the whole of the 
NUM’s negotiating history and almost 
twice the increase offered to most other 
workers. This reflects the government’s 
appreciation of the special importance 
of coal miners in the present fuel supply 
situation—as shown by the government’s 
reversal of the Labour government’s 
run-down of the coal industry by provid¬ 
ing £1,100 million for investment. 

As the crisis has continued an increas¬ 
ing number of people, including com¬ 
mentators and newspapers, are arguing 
that the coal miners should be offered 
more than is allowed under Stage 3 even 
though (a) the miners have had the best 
offer ever made not only to them but to 
any other group of workers; (b) the pay 
code approved by Parliament is our 
defence against uncontrolled inflation; 
(c) over four million workers have accept¬ 
ed wage increases under Stage 3; and (d) 
Parliament has now assured the future of 
the coal industry. 

The Labour party argue that the cost 
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of paying the miners a "little” more 
(without defining the adjective "little”) 
would be far less than, the cost in lost 
production of the three-day week. This, 
in fact, is the opposite of the truth. If 
we paid a “little” (?) more, the lesson 
would be that the way to get more m mey 
is to disrupt the nation. Militancy 
would be seen to pay: the position of the 
moderates in the unions would be 
weakened beyond measure and that of 
the militants boosted sky-high. The 
Labour party could not have devised any 
surer recipe for guaranteeing a new and 
unprecedented wave of industrial action 
and wage-cost inflation. 

The coal miners are far from the only 
grohp in the nation who perform in 
essential task. There are all those mil¬ 
lions who work in our diverse transport 
system, hospitals, in electricity, gas and 
water, to cite but a few. To concede 
that any group of workers with a poten¬ 
tial stranglehold over the nation’s life 
should be given a “special” pay increase 
above the limits laid down by Parliament 
would invite industrial action over a 
whole range of other essential areas. To 
breach Stage 3 lor the miners might buy 
olT trouble in one field, but it would buy 
a vast deal of more trouble in a number 
of fields That is why the government 
has proclaimed its determination to hold 
the line against inflation. As the Guardian 
(the leading left of centre newspaper 
and normally a supporter of Labour) said: 

“In standing firm on wages, the 
government is right. Without sign yet 
from the TUC that it can deliver any¬ 
thing on wages, the dike of Stage 3 is 
society’s only safeguard against appalling 
inflation, leading to unemployment and 
misery. Nobody will benefit from the 
breaking of Stage 3. least of all the work¬ 
ing wage-earners or the pensioners.” 
(Dec. 14, 1973). 

According to the Times (Jan. 7) the 
fundamental issue is “whether a section 
of workers who have a stranglehold on 
the economy can enforce their demand 
against the will of the elected govern¬ 
ment. It is an issue of authority and 
political power”. 

II 

The Oil Crisis 

In October, 1973, the major oil pro¬ 
ducers in the Gulf announced cut-backs 
in oil production. The ensuing oil short¬ 
ages have hit the whole western world. 
In December, oil deliveries were down by 
18 per cent. It is therefore inevitable 
that the Heath government has had to 
interrupt its policy of economic expan¬ 


sion. Oil output in 1974 will be reduced 
significantly, although the uncertainties 
are such that no realistic estimates are at 
present possible* 

Even more serious has been the un¬ 
precedented rise in the price of oil by 
almost 400 per cent between October and 
December 1973, which the Financial Times 
described (Dec. 24) as “a savage blow to 
the economies of almost every major 
industrial country.” 

dramatic development 

The UK is particularly fortunate in 
having the recently discovered oil in the 
North Sea, which, it is estimated, should 
by 1980 supply two-thirds of UK oil 
requirements. This will transform 
Britain’s energy and economic position 
dramatically. 

In the view of the Labour party, the 
oil crisis has strengthened the case for 
the nationalisation of North Sea oil. In 
fact, however, 1 suggest that the crisis 
weakens their case. Far more than ever 
before is speed in development essential 
and it is the oil companies which have 
the expertise, the skilled personnel, 
technicians and workers. To hand the 
job over to civil servants, as Labour 
propose, would be to hand it over to 
amateurs. More than ever now in this 
hour of crisis should the job be managed 
by the highest skilled professionals who 
have been in it for years. The case 
against nationalisation was summed up 
on November 21, by no less a person 
than Lord Balogh, a socialist and a lead¬ 
ing economic adviser to the last Labour 
government : 

‘‘I should sincerely like to avoid at 
this stage anything like nationalisation. 
The record of the ministry and of the 
Gas Council and the corporation is a 
severe warning to enthusiasts of nationa¬ 
lisation who hoped that all would be 
well by taking over a complicated and 
technically difficult operation, when the 
ministry’s total ignorance has been well 
demonstrated and the Corporation as a 
purchasing agent has visibly acted like an 
inefficient, exploiting public monopoly”. 

The railway dispute involves only one 
of the three railway unions, the Asso¬ 
ciated Society of Locomotive Engineers 
and Firemen (ASLEF). The dispute does 
not directly involve Stage 3, nor is it 
about an annual pay settlement. The 
railway unions have already had an eight 
pei cent rise in April, 1973, and have 
agreed to submit a claim for further 
“substantial” pay increases from April, 
1974. The conflict is over the increased 
pay available to all railway men as a 
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result of a review of the industry's puy 
structure. This offer would increase die 
average present earnings of drivers from 
£45 to £51 over the next two and a half 
years—quite apart from normal annual 
increases. The total value of the restruc¬ 
turing offer is £52 million and the other 
two unions—the National Union of 
Railwayman and the Transport Salaried 
Staff Association—are willing to accept 
it in principle. 

Calls for industrial action from other 
groups of workers reflect growing mili¬ 
tancy. Militant engineers and car 
workers have threatened to retaliate 
against the three-day week with go-slows 
and strikes. The policy-making com- 
mittce of the engineering section of the 
Amalgamated Union of Engineering 
Workers on January 3, 1973, called for a 
nation-wide overtime ban at the end of 
the three-day week, in support of Us 
claim for a £10 per week increase; the 
next day the Transport and General 
Workers Union leant its support for the 
overtime ban. 

Ill 

The Extremist Threat 

The Reds are by no means “under the 
beds”. They are right out in the open. 

Rule 3 of the Rule Book of the Natio¬ 
nal Union of Mineworkers lists, among 
the union’s objectives, “to join with other 
organisations for the purpose of the com¬ 
plete abolition of capitalism.” These 
words may appear archaic to many coal 
miners, yet it is a fact that there are sin 
card carrying members of the Communist 
party on the NU*4's national executive. 

The key man is Mick McGahey, Vice 
President of the NUM and President o! 
the Scottish branch of the union, who it 
also a member of the Communist party 
national executive and, even more impor¬ 
tantly, of the party’s “inner circle” poli¬ 
tical committee. He makes no secret thai 
his aim is to smash Stage 3, to bring dowi 
the government, to abolish capitalist 
and to inaugurate Communism. In th< 
Morning Star on November 30, 1973 

Mr McGahey wrote: 

“The government, of course, and it: 
Phase 3 policy stand in the way of a solu 
tion, and will have to go before a solatia 
becomes remotely possible. Wc shal 
break Phase 3 and do all we can to brim 
the government down.” 

Again Mr McGahey said (the Time: 
January, 3, 1974): 

'T came to recognise that we did nc 
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just want changes of governnient but 
change in society. The only party T could 
see advocating change was thetommunjst 
party. We must dispense with antiques. 
Capitalism is an antiquated system that 
should be consigned to the dustbin, and a 
new society created.” 

In addition to the Communists on the 
NUM executives there are four or five 
extreme Left wingers, the most notable of 
whom is Arthur Scargill. Although he 
left the Communist party in 1962, the 
Times, reported on January 4, 1974 that 
“he still maintains a Marxist view of life, 
and his early training was unmistakably 
Communist.” He organised the violent 
picketing of the coke depot at Saltley, 
during the 1972 coal strike, and forced 
and closing of the depot. 

A number of trade union leaders have 
spoken openly and courageously about the 
ulterior motives of many of those current¬ 
ly engaged in industrial action. 

On December 13, 1973, in a BBC inter¬ 
view, Mr Tom Jackson, secretary of the 
Union of Post Office Workers, said: 

“I’ve seen statements from executive 
members of the Mineworkers who say 
‘Look—first we'll destroy Stage 3, next 
wo’II destroy the government and then 
we’ll go on to the revolution”. I think 
once that it’s commonly known that the 
fight is not about wages but about revo¬ 
lution, the trade union leaders concerned 
will find there’s nobody walking behind 
them.” 

undermining the system 

Mr Frank Chappie, secretary of the 
Electrical, Electronic, Telecommunication 
and Plumbing Trade Union, who played 
a leading part in ridding his union of 
Communist domination, wrote in the 
Sunday Express on December 23: 

“I believe tliat there is a group of wor¬ 
kers whose purpose is not a pay settle¬ 
ment. It is to topple the government. 
And not just the Tory government, but 
our whole democratic system.” 

Mr Frank Smith, a member of the 
NUM national executive and Leicester* 
shire secretary of the union, said on Jan¬ 
uary 5,1974: 

“This dispute was Communist inspired 
and wider political issues have become in¬ 
volved. There are six card carrying Com¬ 
munist party members on the executive 
and at least four others of almost similar 
views. They want to see this country 
changed completely and will not be hap- 

K y until we me all taking our orders from 
(oscow. No matter what we are offered, 
they will not be satisfied. How can we 
justify putting more and more people on 
the dole and sending others into bank¬ 


ruptcy? It would be different if we had 
not been offered a penny more. But we 
have. ..So 1 say We should go back to 
normal work and show the public wc are 
not against them.’* 

The Communists organised a fierce 
reaction to Mr Smith's comments and, 
at an emergency meeting of the NUM's 
Leicestershire executive on January 7, he 
was forced to apologise, and he has since 
been virtually excluded fromtheexecutive. 
There is nothing surprising in this, because 
the Communists dismiss democratic free 
speech as nonsense. 

At a time when moderate trade union¬ 
ists—normally supporters of the Labour 
party—are attacking these Communists, 
who are trying to destroy British democra¬ 
cy, the Labour party leaders speak with 
contradictory voices, it is not 1 who say 
that Harold Wilson takes whatever parti¬ 
cular line happens to suit him from day 
to day, it is the left of centre Guardian , 
which normally supports the Labour 
party. On November 26, the Guardian 
referring to Mr Wilson said “Such shifts 
and ambiguities are not consistent with 
being a responsible party leader.” 

personal opportunity 

Mr Wedgewood Benn has come out 
openly in support of the miners. A for¬ 
mer colleague in the last Labour govern¬ 
ment, Mr Dick Taverne, said this of Mr 
Benn on January 8: “His problem is that 
he wants to be leader of the Labour party 
so badly that the truth is no obtacle. As 
each point is answered he shifts his 
ground. . Today he is seeking to turn the 
national crisis into a personal opportuni¬ 
ty.” 

Mr Reg Prentice, shadow Employment 
secretary, has so far been the sole leading 
labour spokesmen with the courage to 
support moderation openly. On Decem¬ 
ber 16, he said of the train drivers “There 
is no justification at all for the action 
they are taking.” The Times on January 
3, reported him as appealing to the miners 
to return to normal working because of 
the serious effects their overtime ban is 
having on the work and prospects of mil¬ 
lions of other workers. 

Let me leave the summing up to the 
Guardian which, in an editorial on Novem¬ 
ber 19, said that the Opposition “no lon¬ 
ger presents a tolerable alternative to the 
government. It is sadly obvious that 
Mr Wilson has no anti-inflationary policy 
of his own. To operate on prices alone 
is not enough. Was it not Mr Wilson 
himself who once said that one man's wage 
increase is another man's price increase? 
And is it not as true now as it was in 
1965, 1966 or 1967 that leap-frogging 
destroys the values of the pounds in every 


worker's pocket? With Labour in offic 
inflation is likely to run faster than ever 
and the voters know it.” . 

IV 

The Tory Government’s 
Record 

The discussions between the govern 
ment, the TUC and CBI, which began ir 
1972 and continued through 1972, hav< 
been the most far-reaching ever held. Tht 
aims were to find a reasonable framework 
within which wage settlements could be 
negotiated; the establish ways and 
means to allow the government, the TUC 
and the CBI to review the progress of the 
economy; and above all to move away 
from the blind and indiscriminate use of 
economic power. Throughout, all three 
parties were agreed on the need for eco- ; 
nomic expansion. i 

Not everything was achieved. In the' 
absence of voluntary agreement, the 
government was forced to take statutory 
powers. But by October, 1973, substan¬ 
tial progress has been achieved. The 
economy was expanding. Unemployment 
was down to under 500,000—lower than 
when Labour left office. Manufacturing 
output was up by eight per cent in 
1972. In the first half of 1973, the 
volume of UK exports was actually 
rising at an annual rate of 24 per cent 
compared with a world . growth 
rate of 18 per cent! This was the first 
time in the postwar period that the volu¬ 
me of UK exports had been outstripping 
the volume of world trade. Surveys show¬ 
ed that 1974 would have been the highest 
growth year for investment for more than, 
a decade. Personal real living standards; 
grew by nearly six per cent in 1972—faster! 
than in any of the previous 20 years. | 

The Tory policy of expansion has! 
received a check just when it was getting 
into its stride. Events overseas are lar¬ 
gely outside our control. At home, as I 
said at the beginning, too many of our 
wounds arc self inflicted. 


EASTERN ECONOMIST 

ANNUAL SUBSCRIPTION 
INLAND : Rs 100 
FOREIGN : £ 10-00 or $ 25-00 
Airmail A Advertisement Rates 
on Enquiry. 

REGISTERED OFFICE: 

UCO Bank Building, P. Box 34 
Parliament Street, New Delhi-1. 


EASTERN economist 


220a 


FEBRUARY 8, 197J 



Impact of incfaa^iecS 


bluow Jl VjfvtriMi In Uiitt t«il 

'"1l jWBWni * 

| ■ v l l^» | ( ^ti n^)' > *‘il ) , tiv • vn JflQ, ’3LnlS74in jv 

mi. Jv-rt* p»f«i VtM • al *it|»tlht: iIVj 'i »» vrj r ?t» ,t- t»m *M .’ Hjn 

•‘‘iL ?/, , lM. l I tt , l >nji lull U^I.W loll f »\M fM i. Mi, /| f <t \j<, y^i, I 

., ■ . lt .i. r )■ l>t*f Jdl^nh ,n*! n* » i* bl»o'»./ 


E. B. Brook 


i-wi..- * wit I 1 1 

/ HlKltVl IJI I 

1 * mr' mi. u, \x)lt JL*Jb ,, * |t<>| t'< 

t ;V,t) tn »w*tj ■>! 


A new distress has overtaken west 
Europe: after seeing the price it has to 
pay for oil increase fourfolds—and princi¬ 
pally because of this fact—the leading 
continental industrial states are abandon- 
ing the coordinated exchange values of 
their currencies within fixed limits. Led by 
France, hitherto the champion of controls, 
west Europe is allowing the international 
value of its currencies to sink to lower 
levels. The French franc is being 
allowed to fall in international ex¬ 
change value by at least ten per cent; 
today all foreign exchange markets are 
closed while France’s partners try 
to calculate the damage this move will 
inflict on their own currencies. Within a 
day or two Belgium, Holland and Luxem¬ 
burg wi f l have followed the French in¬ 
itiative. Although Bonn, Rome and other 
capitals are whistling bravely in the dark 
there is not much doubt that the West Ger¬ 
man mark, Italian lire and probably even 
the sturdy Swiss franc will, while the US 
dollar continues to move ahead, quietly 
accept a* lower level also. The three mem¬ 
bers of ths Common Market who have 
insisted on continuing to “float”—Britain, 
Ireland and Denmark—may also feel effe¬ 
cts but will at least have the satisfaction 
of seeing their freer financial attitude 
justified. 

severe setback 

It is too early to guess at general eco¬ 
nomic effects but all European newspapers 
are full of foreboding. The effect on busi¬ 
ness conditions, employment and prices 
(already subject to an annual average in¬ 
flation rale of 10 per cent a year) is feared. 
The general devaluations arc seen as a seve¬ 
re setback to west Europe’s energy politics 
and to the Market’s common agricultural 
policy. Just as Europe was recovering its 
nerve after the shock of the oil supply 
cuts and its sharply increased price comes 
this new blow of devalued money which is 
universally regarded as more dangerous 
to west Europe’s economic stability. While 
west Europe will now have to pay out 
more money for its imports it will be able 
to offer cheaper exports. Any country 
that tries to stay out of this movement will 
by continuing to sell expensively, risk seve¬ 
re unemployment. All hope of a Common 
Market united commercial and monetary 
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policy has been, at best, setback' indefi¬ 
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Until this crisis suddenly blew *tu|> nflil 
and gold were dominating the well-being 
of mankind. The oil shortage in west 
Europe has not proved so severe'as We 
first alarms suggested. But the oil 
has revealed a few unpleasant facts, paffl- 
cularly that Europeans arc too easily 
scared into panic measures and moved to 
greedy hoarding, 

the desert pilgrimage 

Nothing has been more remarkable in 
recent weeks than the west European dip¬ 
lomatic pilgrimage to the desert capital of 
Riyadh. Since the Saudi Oil minister. 
Sheikh Yamani, and the Algerian Energy 
minister appeared uninvited in Copenhagen 
on the day the Common Market’s minis¬ 
terial council met there, (November 16) 
there has been an almost continuous west 
European trek to the Arab states and to 
Iran. The governor of the Bank of Eng¬ 
land was first off the mark eight days after 
Sheikh Yamani appeared in Copenha¬ 
gen, going straight to the unusual 
destination of Riyadh to talk oil 
revenues and industrial aid from 
Britain. Five days later Sheikh Yamani 
was in Downing Street. In the first three 
days of December the Saudi Foreign mini¬ 
ster was talking in Bonn and Rome with 
his west German and Italian colleagues 
and on December 5 a French government 
negotiating team visited Saudi Arabia for 
secret talks followed three days later by 
the arms sales chief from the British De¬ 
fence ministry. Two days later the head of 
the British Nuclear Power Corporation 
followed him. At the end of December 
Paris leaked' news of a huge arms-for-oil 
deal: tanks, jets, tankers, army equipment 
and possibilities of oil refineries in return 
for a guaranteed supply of oil at 30 million 
tons for three years at a seven percent 
discount in price. Within a week a British 
industrial mission was in Iran allegedly 
facing further demands for tanks and tank 
guns and only a day later traditionally 
Britain-oriented Abu Dhabi is reported 
negotiating “oil assurances” to France 
in return for some $85 millions-worth of 
industrial and military goods. One day 
later still the west Gerittan Defence secre¬ 
tary is announced to be in .Iran to discuss 
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states to import directly from the Arab 
producers and refine the crude in indepen¬ 
dent refineries. The Arabs and OPEC 
(the Organisation of Petroleum Exporting 
Countries) are turning conciliatory faces 
to oil anxious west European states willing 
to set up refineries, steel mills and, above 
all, to supply military equipment of all 
types. If these deals go through not only 
will west Europe have almost as much oil 
as it wants but the Middle East from Iran 
to the Red Sea will bristle with modern 
armaments, refineries and factories. The 
European coolness to President Nixon's 
invitation to an oil consumers* conference 
next month in Washington is matched 
only by its eager, anxious and obliging 
journeys to the oil producers. At the 
moment not only west Europe's Common 
Market but the Atlantic Alliance also are 
somewhat at a discount. 

Much less anxious do the Europeans 
appear to get to terms with their problem 
over gold. The meeting in Rome of the 
IMFs Committee of Twenty--originally 
intended to discuss further international 


monetary reform—faced the facts that the 
Arabs have given the recovering U S dollar 
a tremendous fillip and that the gigantic 
surplus the oil producers arc going to run 
from now on may have to be met with 
gold* Meanwhile gold itself has staged a 
come-back so that its London price is 
130 US dollars per fine ounce. This is the 
highest price-fixing ever for gold so far 
and reveals starkly the flight from curren¬ 
cies into gold at almost any price not only 
by governments and big dealers hut by 
even small private individuals. The Mar¬ 
ket countries will probably now begin to 
settle balance between themselves in gold. 
The early return to fixed exchange rates is 
no longer even a subject and the most the 
IMF is likely to do is to devise revised rules 
for “floating.** liven the valuation of Spe¬ 
cial Drawing Rights appears to be shelved. 

What fmacc ministers and others con¬ 
cerned with money in the mass are deeply 
concerned over now is, in descending order, 
what the Arabs will do with the billions 
they are amassing, how to cope with ever 
more expensive gold and how to control the 


strongly resurgent dollar. All other ques 
tions are shelved. The Arab billions nc<N 
not be a disaster or even a problem if th. 
Arabs will recycle back most <JT Un 
immense funds they are receiving to tin 
consuming nations in the form of loans oi 
swaps. 

This would mean, even allowing 
for the rapidly rising domestic spending 
in oil-producing states, especially in Irur 
ami Nigeria* that these funds would return, 
under new ownership, to the world** 
money markets. In view of known Arat 
money-habits most of the money is likefc 
to be invested in short-term money asset* 
cither with banks or in government 
securities which are now paying a gene¬ 
rous yield. The Arabs have a passion fo» 
remaining liquid and a deep-seated dis¬ 
trust oflong term investment. There ma> 
be a need for exchange-rate guaranies it 
the Arab funds are not to cause serious 
disruptions. The sad fact is tliat the most 
likely losers in a massive monetary free- 
for-all will be those with the fewest funds 
or already with sizeable funding debt's. 


Developing nations and the 
'rer coming oil conferences 


In cAixiNfj for two imernational con¬ 
ferences on petroleum supply and price 
problems. President Richard Nixon and 
other IJS officials have gone out of their 
way to emphasize that the special pro¬ 
blems of the developing nations will be 
given close attention. 

According to the plan outlined by 
Secretary of State Henry A. Kissinger in 
his January 10 news conference, repre¬ 
sentatives of developing nations will be 
invited to participate directly in the 
second of ‘the two planned meetings, the 
one that will involve discussions between 
oil-importing and oil-exporting nations. 
Developing nations will also be included 
in the consultations leading up to that 
meeting. 

No developing nation will be repre¬ 
sented when nine major oil-importing 
nations convene February 11 for the first 
of the two planned meetings. The parti¬ 
cipants in the February II meeting were 
chosen because together they import bet¬ 
ween three-fourths and four-fifths of all 
th & oil that moves in international trade. 
US Seuetary of the Treasury George 
Shultz said in Rome on January 17 that 
President Nixon believes that ‘‘this small 


group can launch most expeditious!) the 
preparatory work which will permit subs¬ 
tantive nod productive meetings to lake 
place in the near future on a broadei 
basis among representatives of the oil 
producers and the oil consumers from all 
parts of the world.’' 

Clearly, the interests of all the oil¬ 
importing nations—-large and small, 
developed and developing—will be served 
more effectively if these major importers 
are able to achieve a greater unity of 
purpose in advance of the meeting with 
the oil producers. One of the purposes 
of the consumers’ meeting as stated in 
the invitation dispatched by President 
Nixon on January 9, will be to set up 
a task force "to develop a concerted 
consumer position for a new era of 
petroleum consumer-producer relations 
which would meet the letigimatc interests 
of oil-producing countries while assuring 
the consumer countries adequate supplies 
at fair and reasonable prices.” 

The purpose of the February 11 
meeting is not to carve up the existing 
supplies among the participants, Secre¬ 
tary Kissinger made clear in his press 
conference. Indeed, one purpose will be 


to discuss ways the participants them¬ 
selves can increase the total world supply 
of energy—by technical cooperation in 
developing alternative sources such as 
oil from shale, oil and gas produced 
synthetically from coal, and nuclear 
energy. Speedy development of such 
additional soiuccs would help ease the 
supply problems for all nations that must 
depend on imports for their energy 
sources, and, according to many experts, 
is probably the most effective way of 
assuring that there will be some upper 
limit on skyrocketing oil prices. 

Another purpose will be to develop a 
clearer assessment of the impact of in¬ 
creased oil prices on the economies of 
importing nations and on the world 
economy as a whole. 

The severe difficulties that many 
developing nations will face as a result 
of the series of price increases put into 
effect by the oil-exporting nations will be 
prominent in the thinking of US partici¬ 
pants in the coming meetings, statements 
by top US officials indicate. 

President Nixon, in inviting the eight 
other major oil consuming nations to the 
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V Washington meeting, said that “we are 
i fully conscious ihut the energy problem 
I is one of vital importance to all consum- 
I ipg countries, particularly those of the 
j Jevcloping world whose hope for a better 
llifc critically depends on access to energy 
* on reasonable terms. Whereas our inv 
J mediate concern is to gel preparations 
underway as promptly and effectively as 
possible," he continued, “clearly the 
^interests of all consumers, including the 
developing countries, will have to be repre- 
■ rented in an appropriate manner." 


Secretary Kissinger, in his opening 
statement at the January 10 news confc- 
Vencc, commented that the rise in prices 
that had been decided upon by the Orga¬ 
nization of Pen oleum Exporting Count¬ 
ries (OPEC) “may have a revolutionary 
impact on the world economy, affecting 
balance of payment* of all of the advanc¬ 
ed as well as the less developed consum¬ 
ing nations, and crcatiug a situation in 
which the producing nations as well can 
become victims of their own actions." 


lie said the US government regarded 
the Fcbruaiy 11 meeting as a “prelude 
to a discussion with other consuming 
nations, especially consuming nations 


from the less developed parts of the 
world, who have been even more pro¬ 
foundly affected in terms of their capa¬ 
cities by the recent prices than the deve¬ 
loped nations." 

He noted that the estimated added 
cost of oil imports for the developing 
nations “far exceeds any of the aid flows 
that anyone has ever projected, and 
indeed makes the whole international 
aid programme a problematical and diffe¬ 
rent exercise compared to the additional 
exactions that have been imposed on these 
countries." 

Before leaving for the January 17-18 
meeting of the Committee of Twenty on 
international monetary reform in Rome, 
Treasury Secretary Shultz let it be known 
that he expected to bring up the subject 
of the worldwide economic impact of the 
increases in oil prices. 

Developing nations and oil-exporting 
nations, as well as the developed oil¬ 
importing nations, are represented in the 
Committee of Twenty. 

. And in Rome, Mr Shultz told his 
fellow Finance ministers that he had 


seen estimates that the import bill of the 
developing nations would increase by 
about 10,000 million dollars in 1974 as a 
result of the oil price increases. 

“Clearly, it would not be possible for 
these countries to absorb such increases/’ 
he continued in his January 17 address 
to the Committee of Twenty. “Con¬ 
ceivably these countries could turn to the 
oil producers to borrow some portion 
of the increased cost. Bui many of these 
governments are already near the limits 
of prudent indebtedness. Moreover it is 
one thing to borrow for a promising 
investment project which will generate 
increasing revenues in the future, but it 
is a far different and dangerous course to 
borrow large amounts to cover current 
consumption. Of course, the more deve¬ 
loped nations must maintain their assis¬ 
tance programmes but, in addition, to meet 
the new needs, some of the oil producers 
must provide a substantial amount of 
grant assistance if current welfare and 
future development arc not to be drasti¬ 
cally reduced in many areas whose 
levels of economic welfare arc already 
abysmally low." 
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News like beauty seems 

to lie in the eye of the beholder. The 
chairman of the Oil and Natural Gas 
Commission called a press conference last 
weekto give information regarding the 
latest developments in offshore drilling. 
The Hindustan Times captioned its report 
thus : “Drilling at new site in Bombay 
High.” The Statesman's headline was : 
“Drilling Platform in ‘Bombay High’/’ 
The Times of India and The Indian Express 
looked at the thing somewhat differently. 
The former said : “Drilling at Turapore 
High abandoned" and the latter “Oil 
drilling at Taraporc abandoned". The 
Patriot , 1 was somewhat amused to note, 
gave an endearingly objective caption. It 
said : “ ‘Sagar Sumraf jacked up on 
Bombay High" but also noted simultane¬ 
ously as part of the caption “Tarapoie 
abandoned/' 

Now I leave it to the pandits to decide 
whether w e should be more sad than glad 
that drilling in the Tarapore structure has 
had to be given up or more glad than sad 
because drilling at Bombay High is at 
last being taken up. So far as 1 am con¬ 
cerned, it is all highly farcical that the 
Oil and Natural Gas Commission should 
be carrying one single drilling outfit from 
site to site like a hippie with a haversack 
on his back. Surely this is not the way 
offshore oil exploration or indeed any oil 
exploration, with some pretension to ser¬ 
iousness. is carried out. Not so very long 
ago, there was a secretary in the ministry 
of Petroleum and Chemicals who was not 
ashamed to confess that he would rather 
India sat pretty on such oil reserves as it 
might have, onshore or offshore, than take 
them out and use them up. His simple 
thesis was that oil kept underground was 
capital while brought above ground was 
merely consumption. There was perhaps 
some method even in this madness when 
oil was readily available in world trade at 
prices which, in retrospect, weie low. 1 
wonder whether, even in the sharply alter¬ 
ed circumstances of today, the ministry of 
Petroleum and Chemicals is still bemused 
by the thinking of that very excellent ex¬ 
secretary. More seriously, assuming that 
there is a fair chance of oil being found 
in Bombay High or anywhere else, off¬ 
shore or onshore, the exploration exercise 


should be rather more iittensive than 
what is now being attempted. There have 
no doubt been indications lately that the 
government is considering offers Or pro¬ 
posal but 1 would certainly ask for a 
little more despatch in the government 
dealing with the matter. 

Whether the proposed 

creation of two separate depart ments in 
the ministry of Petroleum and Chemicals, 
each under a secrctui>\ one for looking 
after petroleum and the other for attending 
to chemicals and pharmaceuticals would 
really help in this connection, J do not 
know'. 1 would however recall that 
there was a time when it was almost the 
rule for each and every ministry to have, 
whcicvcr possible, separate departments 
under separate secretaries. There was even 
a suspicion at that time that ministers, 
individually, weie keen on having as many 
secretaries as possible working under 
them since this was considered to be a 
status symbol. Later the argument came 
to hold the ground that, wheic a ministry 
dealt with related subjects, the case of 
coordination was better served by having 
a single secretary in overall charge. Are 
we to suppose that we are now in the pro¬ 
cess of going back to square one for, it is 
not only the ministry of Petroleum and 
Chemicals which, it is proposed, should 
have two secretaries each looking after a 
department, but also the ministry of Com¬ 
merce where a new department called the 
department of Export Production under 
the charge of a secretary is being plan¬ 
ned ? 

in any case, so for as the export drive 
is concerned, it is not at all clear that the 
proposed arrangement would add anything 
to the government's capabilities for pro¬ 
moting cxpoits. Surely it is just not pos¬ 
sible to bring all export production acti¬ 
vities under one ministerial, let alone 
departmental, umbrella, if only for the 
reason that export production is so often 
part and parcel of general production. 
What is clearly needed is coordination at 
the cabinet level of the policies and deci¬ 
sions of the various ministries substanti¬ 
ally concerned with export production or 
promotion. It seems to me that a sensi¬ 
ble way of dealing with the situation is 
to constitute inferably a small cabinet 


Subcommittee of the ministers most i n- 
votved and provide it with a secretariat 
of its own. Such an agency could act as 
a prompting, path-finding, promoting, 
iiouble-shooting and coordinating machi¬ 
nery. I would unhesitatingly recommend 
of course that Mr K.B. Lall should be 
brought back from Brussels and asked to 
head this secretariat—in which case there 
is a reasonable chance that things will get 
done. 

The Hindustan Times, 

in a leading article in its issue of January 30/ 
questioned the propriety of diverting “Mr 
Pant from his onerous charge of Irriga¬ 
tion and Power to Gujarat affairs/ 1 If the 
implication is that a minister for Irriga¬ 
tion and Power should be dreaming of 
Power when he is not thinking of Irriga¬ 
tion, l submit that this could be a highly 
unrealistic attitude. While it is true that 
a minister in charge of any important 
portfolio must always be available to give 
of his best or work at his hardest in dis¬ 
charging the pressing responsibilities of his 
particular office, it is not generally the 
case that he cannot take up any act hoc 
assignment at all without prejudice to his 
primary assignment. Mr Pant, after aU, 
made only a flying visit to Gujarat, and 
there is no evidence to suggest that, du¬ 
ring the few hours this took him, some 
dam had burst somewhere jeopardizing 
irrigation or the generation of power. 
There is even less evidence that the UP 
government had to cut off electricity to 
the aluminium, fertilizer and chemical 
plants in the state because Mr Pant had 
been playing truant. 

In any case, it is no secret at all 
that while working as a minister of 
state in the Home ministry, Mr Pant 
had built up not only a reputation 
but some very considerable expertise 
in sorting out difficult political situations. 
In fact, not only on this occasion of the 
Gujarat troubles, but even a few months 
ago, when a situation of some difficulty 
was threatening to develop in Kashmir, 
the prime minister did ask Mr Pant for 
his analysis. Given the concept of 
a council of ministers functioning with 
collective responsibility, its individual 
members have an obligation to keep 
themselves available for any assign¬ 
ment relating to the functioning of the 
government. A problem would arise only 
if a minister’s special assignments become 
so numerous and so frequent that it be¬ 
comes truly impossible for him to minister 
effectively to his own portfolio. There 
is no evidence yet that Mr Pant 
has been placed in 
and has brought . 
upon himself such * 
a predicament. 
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* Drilling at 
Bombay High 

The controversy over the 
'usefulness of “Sagar Samrat" 
—the* Japanese-built floating 
1 platform—for oil exploration 
in the entire Bombay High 
area, which followed the 
failure to jack it up at H-l-1 
location in September last, 
should now end. The vessel 
was jacked up at point H-l-1 - 
1 recently, which' is just 
about 600 metres away from 
H-l-1. The new point where 
Sagar Samrat has been posi¬ 
tioned. however, is in the 
same structure—the highest in 
the Bombay High area—in 
which H-l-1 is located. The 
' drilling operation at H-l-1-1 
started on February 3 and 
the well is expected to be 
completed to the desired depth 
of 2,000 metres in about 40 
days. 

Although the underwriters 
for the platform have now al¬ 
lowed the penetration of its 
legs to 85 ft, as against 58 ft. 
originally, the jacking up at 
H-l-1 -1 could be done with¬ 
in 56 to 61 ft. range. The 
September attempt at jacking 
up the platform at H-l-1 had 
failed because the seabed 
there was very soft and the 
jacking up could not take 
place even upto 62 ft. legs 
penetration. A fresh seabed 
survey was then got conduc¬ 
ted and the data available 
from the original survey by 
the French company CGG got 
reinterpreted, both by the Oil 
and Natural Gas Commission 
(under whose aegis the Bom¬ 
bay High area is being ex¬ 
plored for oil) and the under¬ 
writers. The increased legs 
penetration was allow'ed as 
a seqel to this. 

It is now considered cer¬ 
tain that Sagar Sanlrat can be 


lacked up and positioned to 
drill in almost all parts of the 
Bombay High area. Seabed 
investigations would be con¬ 
tinued in the area to deter¬ 
mine the details. 

Apart from the very en¬ 
couraging jacking results ob¬ 
tained at H-l-1-1, the addi¬ 
tional flexibility for jacking 
up, if necessary, under jack¬ 
ing pressures slightly less than 
3600 PSI (which is the case 
with the H-l-1-1 jacking), by 
using correspondingly less 
variable loads on Sagar Sam¬ 
rat (as advised by the design¬ 
ers and Noble Denton Asso¬ 
ciates), would help in plan¬ 
ning and scheduling future 
drilling operations in Bombay 
High and other structures in 
the area in a better manner. 

Meanwhile, drilling in the 
Tarapore structure (H-12-1) 
where Sagar Samrat was jack¬ 
ed up in September after the 
failure to position it at point 
H-l-1, has been suspended 
“temporarily", after the well 
had been drilled to a depth 
of about 2,782 metres. The 
objective was to drill the well 
to a depth of 4,500 metres. 
But drilling had to be sus¬ 
pended, after going through 
a thick coal seam, owing to a 
number of complications 
These included “tight pull” 
on drilling string to start with, 
and thereafter high under¬ 
ground pressure, caving in of 
rocks, heavy intermittent sur¬ 
ges at the surface, etc. The 
well has been cemented after 
a very careful and detailed 
consideration of the problems. 
Drilling is proposed to be 
taken up in this structure at 
some future date. 

The diver inspection of 
Sagar Samrat immediately 
after its moving on to the 
H-l-1-1 location has revealed 


a minor damage to the hull 
of platform, which, however*: 
is not going to affect the dril¬ 
ling operations at the new 
location. The damage will 
be repaired at Mazagon Dock 
after the H-l-1-1 well is drill¬ 
ed. 

The performance of Sagar 
Samrat, of course, is now 
considered to be very satisfac¬ 
tory, despite the fact that it 
has been equipped with re¬ 
conditioned motors and gene¬ 
rator. 

Oil Exploration 
in Tripura 

The progress of oil explora¬ 
tion in the Tripura area in 
east India is also understood 
to be much slower than anti¬ 
cipated. The first well here 
has been drilled so far only 
to about half the desired 
depth. Here loo a number of 
complications are being ex¬ 
perienced, including high 
underground pressure. 

Department of 
Export Production 

A separate department of 
export production has been 
set up in the union Commerce 
ministry to step up exports in 
view of the mounting crude 
import bill. The decision fol¬ 
lows the government's reali¬ 
sation that it will be fujile to 
talk of a vigorous export 
effort without ensuring the 
fulfilment of the background 
condition, which is a sustain¬ 
ed growth in export produc¬ 
tion. Commerce minister, Mr 
D. P. Chattopadhyaya, made 
this announcement at a meet¬ 
ing of chairmen of Export 
Promotion Councils. The 
Commerce Secretary. Mr Y.T. 
Shah, discussed with the re- 
cepients of national awards 
for outstanding exports on 
ways and means of providing 
the necessary facilities for 
achieving substantial increases 
in export-oriented sectors of 
production. It has been emp¬ 
hasised that it would serve no 
purpose by increasing exports 
to the Persian Gulf areas, .ftp 
diverting goods at present 
going to other countries. The 
^effort had to be to tftereafotat- 
ports, in terms of qmilitf and 
value, to all* parts or the globe. 


The estimate is that exports 
to the Golf areal alone caft* be 
doubled as incomes in these 
countries will increase signifi¬ 
cantly on account of the 
higher price of crude. A new 
range of demands is likely to 
emerge in these countries both 
in terms of consumer goods 
and development needs. 

Nickel Plant In Orissa 

India's first nickel-cum- 
cobalt plant, which will be 
established at Sukinda in 
Orissa, was cleared bv the 
uion cabinet recently. The 
plant will be designed to pro¬ 
duce 4,800 tonnes of nickel at 
first. The total requirement 
of nickel in the country at 
present is around 11,050 
tonnes. The plant will also 
produce 2,000 tonnes of cobalt 
and 17,000 tonnes of ammo¬ 
nium sulphate. This will re¬ 
sult in a foreign exchange sav¬ 
ing of the order of Rs 13 
crores annually. The cabinet 
also accorded sanction for the 
location of a second instru¬ 
ments plant at Palghat in 
Kerala. The first plant was 
established in Kotah, Rajas¬ 
than, about a decade ago. The 
cabinet also sanctioned the 
setting up of a spirally-wdd- 
ed pipe plant at Rourkela. 

British Loan 

Agreements for two loans 
allocating a total of nearly 
Company N otice 

NOTICE 

Messrs, Modipon Ltd., 
Modinagar, U.P. 

It is hereby notified for pub¬ 
lic information that Messrs. 
Modipon Limited, Modinagar, 
U.P. have given notice on 
2-2-1974 under section 2 1 of 
the MRTP Act, 1969 to the 
Department of Company 
Affairs, for the expansion of 
their existing undertaking for 
manufacturing Nylon Tyre 
Yarn. 

Any person interested,injthe 
matter may make a 
lation to the Secretary, De¬ 
partment of Company Affairs, 
New Delhi within $ period of a 
fortnight from the date pf l.the 
publication of this notice width 
cbpy to M/s. Modipon Ltd., 
ModiUftgar. 
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Rs 62,6 crons (£333m) of Bri¬ 
tish vid to India wen signed 
recently in New Delhi. The 
acting British High Commis¬ 
sioner, Mir Peter Male, signed 
the agreements for the Bri¬ 
tish government, and Mr 
D. G. Kaul, Secretary, depart¬ 
ment of Economic Affairs, 
union ministry of Finance, for 
the union government. The 
first loan (the UK|India Main- 
terance Loan 1974) is for Rs 
47.4 crores (£2Sm). to cover 
the import from Britain of 
non-project goods. Among 
these are raw materials, spare 
parts, and components requir¬ 
ed to service India’s agricul¬ 
tural and industrial produc¬ 
tion. The second loan (the 
UK|India Debt Refinancing 
Loan 1974) is for Rs 15.2 
crores (£8m). It represents 
the British contribution to the 
debt relief scheme for 1973-74 
agreed by members of the 
Aid India Consortium follow¬ 
ing negotiations at the end ot 
last year. The loan is not 
tied to the purchase of goods 
and services from Britain. 
Both loans, like all British 
loans to India since 1965, arc 
on the usual soft terms of 
British lending to India. They 
are free of all interest and 
service charges and repayable 
over 25 years, with no repay¬ 
ment due during the first seven 
years. 

Assistance from Japan 

India and Japan recently 
signed an agreement under 
which Japan will provide 
India financial, aid worth 22,000 
million yen (Rs. oi.8 crores). 
The aid will comprise a com¬ 
modity loan worth Rs 19.7 
crores and -a debt relief worth 
Rs 42.1 crores. The agree¬ 
ment was signed in Tokyo by 
Mr. S. T. Than, India's ambas¬ 
sador to Japan, and Mr K. 
Mikanagi, Director General 
of Economic Co-operation. 
Bureau of Japan. The new 
yen credit is the thirteenth 
extended by Japan to India 
singe 1958, 

Work on first Japanese- 
aided fertiliser plant is likely 
to begin in April. A seven- 
member Japanese team came 
for discussion to settle 
the terms of the 
agreement which may be sign- 


I ed towards the end of Febru¬ 
ary. The team, headed by 
Mr. Murara of Japan’s Ex- 
| port and Import Bank (EXIMJ, 
; includes representatives of 
the ministries of Finance. 
Foreign Affairs and Interna¬ 
tional Trade and Industry. 
Tlw factories will be built bv 
Engineers India Limited (fc.IL) 
under the supervision of a 
Japanese firm. Critical 
equipment will be imported 
from Japan against credit. 
The plant will be in the pub¬ 
lic sector. The nucleus of an 
autonomous organisation, cal¬ 
led Bharat Fertiliser Corpora¬ 
tion, has been floated. A 
former technician from the 
Fertiliser Corporation of India 
has been appointed as (he 
officer on special duty. 

Fertilisers from 
Soviet Union 

The biggest ever contract 
with any country for the sup¬ 
ply of Rs 58 crores worth of 
fertilisers was signed recent¬ 
ly, by the Minerals and 
Metals Trading Corporation 
and the .Soviet trading organi¬ 
sation VjO Soyuzpromcxport. 
The delivery of a total of 
325.000 tonnes of fertiliser 
would begin from March and 
end by December this year 
on rupee payment. The sale 
proceeds of the import would 
be utilised to finance export 
of Indian goods to the Soviet 
Union. Of the fertiliser to be 
supplied, the largest amount 
of 200,000 tonnes would comp¬ 
rise urea, 75,000 tonnes 
ammonia sulphate and muriate 
potush 50,000 tonnes. 

Simultaneously. another 
contract for the import of Rs 
seven crore worth of asbestos 
was also signed. Mr P. P- 
Dhir and Mr J. K. Khanna, 
directors of MMTC, signed 
both the contracts on India's 
behalf, while the Soviet side 
was represented by the Vice- 
President of the Soviet trad¬ 
ing organisation, Mr Igor N. 
Borisov. Both the contracts 
entered into were under the 
overall Indo-Soviet trade plan 
of 1974. A spokesman of the 
MMTC stated that the 35.000 
tonnes of asbestos would be 
the highest quantity to be 


imported from the Soviet 
Union in a single year. 

Bulk Carriur at HSL 

The keel for another 21,500 
tonne DWT cargo liner was 
laid at the Hindustan Ship¬ 
yard recently by Mr K. V. 
Subbarao. Financial Adviser 
and Chief Accounts Officer of 
the Shipyard. This is the 
third biggest multi-purpose 
carricr-cum-gencral Cargo ship 
to be built in the shipyard and 
the second of four ships being 
built for the Great Eastern 
Shipping Co. Ltd, Bombay. 
This design, popularly known 
as Pioneer class, incorporates 
many firsts like the straight 
line conception, standardisa¬ 
tion of structures, automation 
of engine room, machineries 
and equipment, etc. This is 
the first time in the history of 
the shipyard that the keel for 
a ship has been laid in 48 
hours after the launching of 
a ship. 

Alucoin’s Problems 

The Bureau of Industrial 
Costs and Prices, in its report 
on the price revision for the 
aluminium industry, is under¬ 
stood to have suggested that 
the case of Aluminium Corpo¬ 
ration of India (Alucoin) 
should be considered separate¬ 
ly from the other three pri¬ 
vate sector units in the indus¬ 
try. This suggstion is said to 
have been made on the consi¬ 
deration that Alucoin in los¬ 
ing heavily due to low produc¬ 
tion and high consumption 
norms for raw materials. The 
setback to the production of 
this unit has been caused by 
not only power scarcity but 
also labour unrest. Two alter¬ 


natives are understood to have 
been recommended for meet¬ 
ing the special problems oi 
Alucoin. The first is that 
the company should be allow¬ 
ed concessions in excise duty. 
The second is that its products 
should not be subjected to 
price control. 

It may be recalled that 
BICP has called for a 7.5 per 
cent raise in the controlled, 
price of aluminium, after go¬ 
ing into the cost structure of 
the industry. 

Vansipati Prices 

The union government an¬ 
nounced on February 1, 1974 
a steep increase in the price 
of vanaspati effective from 
the same day. The increase 
ranges from 54 to 60 paise a 
kilogram in the different 
zones. The increase has been 
justified on the ground of in¬ 
crease in the prices of indi¬ 
genous and imported oils used 
in the manufacture of vanas¬ 
pati during the last few weeks 
and also a fresh increase on 
the packing costs. The maxi¬ 
mum retail prices of vanas¬ 
pati in different pack sizes, 
and when sold loose, exclusive 
of sales tax and other local 
taxes, are given in table below. 

Asian Chamber Meet 

The fifth conference of 
the Confederation of Asian 
Chambers of Commerce and 
Industry was hold in New 
Delhi from February 4 to 8, 
1974. The Confederation of 
Asian Chambers of Commerce 
and Industry, (CACCI), came 
into being in 1966 on private 
initiative. It is a regional 


Price of Vanaspati as from Febuary 1, 1974 

(in Rupees) 


16.5 kg 

4. kg 

2. kg 

1. kg 

loose 

North 

J& K, HP and 

129.96 

34.09 

17.71 

9.03 

7.86 

hilly areas of UP 

132.45 

34.70 

18.01 

9.18 

8.01 

South 

128.07 

33.63 

17.48 

8.91 

7*74 

East 

North-eastern 

130.52 

34.23 

17.77 

9 06 

7.89 

region 

Maharashtra and 

132.37 

34.68 

18.00 

9.17 

8.00 

Madhya Pradesh 

129.61 

34 01 

17.66 ‘ 

9.01 

7.84 

Gujarat 

128.62 

33.77 

17.54 

8.95 

7.78 
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Jf principally of national cham- 
fikbers of commerce and indus¬ 
try and similar other economic 
‘ I organisations in the countries 
j iof Asia and Australia. The 
* ; countries from where Organi- 
i Ration members participated 
bin the CACC1 in New Delhi 
Jl included Australia, Bangla¬ 
desh, India, Indonesia. Japan, 
i‘Republic of Korea, New 
iji Zealand. Philippines, Thai¬ 
land, and the Republic of 
>»Viet Nam. Jn addition to 
/delegates from the above 
< members, Nepal also sent ob- 
\ servers to the conference. 

■ In a background report 
on the conference theme, the 
;f Federation of Indian Chambers 
.' of Commerce and Industry 
, noted that there were certain 
traditional limitations which 
! posed special problems in bring¬ 
ing about economic integ- 
, ration of Asian countries., 

Indo-Fiji Air Agreement 

An Agreement between 
members, also sennt observers 
the governments of India and 
Fiji, relating to air services, 
was signed recently. The 
'deputy prime minister of Fiji, 
Ratu Sir P. K. Ganilau, sign¬ 
ed the agreement on behalf 
I of his government, and Mr 
"i Raj Bahadur, minister of 
Tourism & Civil Aviation, on 
behalf of the union govern¬ 
ment. The agreement pro¬ 
vides that the designated air- 
J lines of India and Fiji may 
each operate upto two services 
a week on the specified 
. routes to or through each 
■ other’s territory. Air India 
is now operating once weekly 
\ to Nandi. Tlie Fijian air¬ 
line has not yet commenced 
operations to India. 

; Film Exports 

Indian films arc in demand 
in Afghanistan, Sri Lanka, 
East Africa, Fiji, Hong Kong, 
Iran, Indonesia, Mauritius, 

' Singapore, Thailand, Trinidad, 

, the UK and west Asia. Five 
hundred and eighty-eight 
:/ films have been exported 
through the State Trading 
. Corporation after it began 
canalising feature films from 
November 1, 1972. Six 

Indian film weeks were orga¬ 
nised in the UK, Bulgaria, 

: USSR. Canada, Australia and 


Mongolia from the November 
1972 to October 1973, 

National Council on 
Oil Crisis 

In its review of the eco¬ 
nomy during 1973 and out¬ 
look for 1974, the National 
Council of Applied Economic 
Research has expressed that 
India can tide over the oil 
crisis by stepping up oil ex¬ 
ploration and exports and re¬ 
ducing imports by about 
Rs 300 crores a year. It has 
warned against “premature 
and panicky attempts” to cut 
down oil imports which will 
harm the economy out of all 
proportion to the direct sav¬ 
ing of foreign exchange. The 
report states that there are 
only three way* of facing the 
oil crisis. They are: increas¬ 
ing indigenous production of 
crude oil, developing other 
sources of energy like coal 
and living “as best as we can, 
with such import of other 
goods as our own export earn¬ 
ings and foreign aid may per¬ 
mit”. Since the first and 
second will take time, there¬ 
fore in the immediate future 
“we have to rdy mainly on 
the third way of importing 
only what exports and foreign 
aid would permit”. The 
Council sees no possibility of 
reducing consumption of diesel 
oil and kerosene. It says there 
may be some scope for reduc¬ 
ing fuel oil consumption, if 
the coal situation improved 
quickly. Petrol consumption 
could be reduced by one-third, 
if the government, the public 
sector and the private sector 
companies practised more 
restraint in petrol use. But the 
petrol thus saved will have to 
be used for the production of 
naphtha to maintain fertiliser 
production. To obtain 9.5 
million tonnes of diesel and 
kerosene put together—the esti¬ 
mated demanded for 1974—- 
the crude throughput should 
be 25 million tonnes. Any 
lower output would only mean 
more import of kerosene and 
even other products, that will 
be more costly in terms of 
foreign exchange. 

IDA Loan for Railways 

The Indian Railways will 
continue its programme of mo¬ 


dernization and improvements 
with the help of a credit of 
US $ 80 million from the Inter¬ 
national Development Associa¬ 
tion (IDA), an affiliate of the 
World Bank. The project, 
part of the Railway's larger 
investment programme, will in¬ 
volve an investment of US I 
654 million during the next 15 
months. It will enable the 
Railway to meet the expected 
increase in freight and passen¬ 
ger-traffic during the fifth five- 
year Plan. Since the inception 
of planned economic develop¬ 
ment in 1951, the Bank 
and IDA have assisted Indian 
efforts and have provided a 
total of US $ 1,017 million for 
the development of various 
modes of Indian transport — 
railways, ports, shipping, roads 
and aviation. The share of the 
Indian Railways in this total is 
at $ 786 million — by far the 
largest participation by the 
Bank and IDA in any single 
enterprise. The IDA credit 
to India will be for a 
term of 50 years. Including a 
10-year grace period. It will 
be free of interest but will 
carry a service charge of } of 
one per cent per annum which 
will cover IDA’s administra¬ 
tive expenses. 

Indo—Sri Lanka Tie-up 

As a follow-up of the re¬ 
cent talks between the prime 
minister’s of India a nd Sri 
Lanka in New Delhi, the de¬ 
puty Commerce minister, Mr 
A.C. George, will visit Sri 
Lanka during the first week of 
February 1974 to discuss joint 
action and greater cooperation 
in the field of tea production^ 
marketing and promotion. This 
was indicated in a meeting held 
recently between Dr H.A.D.S. 
Gunasekera. Secretary, minist¬ 
ry of Planning and Economic 
Affairs, Sri Lanka and Mr 
A.G. George, deputy Commer¬ 
ce Minister. 

During his visit the deputy 
Commerce minister is also 
likely to discuss with Sri Lanka 
authorities matters relating to 
other plantations like rubber, 
coconut etc. to evolve a com¬ 
mon strategy for mutual co¬ 
operation. India and Sri Lanka 
are the biggest exporters of 
*tea to the world market Dur¬ 
ing 1972 India exported 20.75 
crore kgs. of tea, which was 


nearly 30,7 percent of the total 
world export. Sri Lanka also 
had a share of 28.1 per cen 
in the world tea exports. Dur¬ 
ing the first seven months of 
1973-74 India exported 7.73 
crore kgs tea. 

Awards for Inventions 
it Import Substitutes 

National Research Develop¬ 
ment Corporation of India, 
New Delhi has announced Re¬ 
public Day (1974) awards for 
meritorious inventions and 
import substitutes. Seven in¬ 
ventors have been awarded 
Rs 8000 for development of 
five inventions. Two inventors 
have been sanctioned financial 
assistance of Rs 26,000 for 
development of two inventions. 
21 individuals and four organi¬ 
sations have been awarded two 
silver shields, five bronze 
shields, seven certificates of 
merit and cash awards totalling 
Rs 6,500 for substitution of 15 
imported items. 

Details of the award winners 
and inventions are as under: 
(I) Dr N.D. Misra, Technical 
Superintendent, Sirpur Paper 
Mills Limited. Awarded Rs 
2500 for developing a process 
for preparing a flocculant from 
“Methi” (Fenugreek). (2) Mr 
Nawab Singh, Assistant Direc¬ 
tor, Regional Coordinating 
Organisation, National Mala¬ 
ria Eradication Programme, 
Shillong. Awarded ^Rs 2000 
for an improved device for the 
self-marking of mosquitoes 
with fluorescent dye. (3) Mr 
M. Velu, Fishery Scientist, 
Central Institute of Fisheries 
Technology, Cochin has been 
awarded Rs 1,500 for de¬ 
velopment of an improved 
equipment for eradicaion of 
aquatic weed. Dr K.J. 
Scaria, Mr T.S. Srioivasan and 
Dr S.K. Barat of Central Lea¬ 
ther Research Institute, Adyar, 
Madras have been jointly awar¬ 
ded Rs 1500 for developing 
a process for the utilization of 
stomach layers of cattle for 
preparation of exotic leathers. 
(5) Mr A.R. Narayana Rao 
of Hivelm Industries Pvt. Ltd., 
Madras has been awarded Rs 
500/- for devising an improved 
Vernier Stay & Guy Tightener 
used in telegraph poles. 

(1) M/s Orissa Cements Ltd., 
Rsyagangpur, Orissa have been 


nwum 8 ( 1974 


... B^raUN EOpNCMlST 


226 



awarded a Silver Shield and 
Messrs Jainyadatta Panda, 
Ashok Kumar Tripathy and 
Brundaban Chandra Patnaik 
R$ 3,000 jointly for substitut¬ 
ing imported Forsterite Bricks 
for use in open hearth furnace 
checkers. (2) Mr Amratlal 
Lavjibhai Gadani of Shree 
Krishna Cast Iron & Brass 
Works, Surendranagar has 
been awarded a Silver 
Shield for indigenous develop¬ 
ment of Universal Fluted Rol¬ 
ler Needle Bearings for Ring 
Spinning Frames in textile in¬ 
dustry. (.3) Central Machine 
Tool Institute, Bangalore has 
been awarded a Bronze Shield 
and Messrs D.S. Kumar and 


Gill, Chief Project Engineer, 
Punjab Agro-Industries Cor¬ 
poration, Chandigarh and 
Brij Mohan Gupta, Assistant 
Design Engineer, Beas Dum, 
have been awarded Certificates 
of Merit for the development of 
a Scalping Plant of 700 to 
1000 tonnes per hour capacity 
and a Combined Aggregate 
Sand Classificantion and Pro¬ 
cessing Plant of 500 tonnes per 
hour capacity for use on Beas 
Dam. (11) Mr P.S. Naidu of 
Smeves Engineering Works, 
Laxmanrao Kirloskar Road, 
Poona has been awarded a 
Certificate of Merit for ihc- 


deveiopment of “Smcvcs 1 * Mui 
tipurpose Three-Dimensional 
Pantograph. (12) M/s Toolcraft, 
A-05, HMT Industrial Estate, 
Bangalore have been awarded 
a Certificate of Merit for the 
development of “Three Dimen¬ 
sional Pantograph Engraving 
Machines. (13) Mr Bhupmder 
Singh Bhatia, Shahadra, New 
Delhi has been awarded a Cer¬ 
tificate of Merit for the develo¬ 
pment of Marine Sea Water 
Filters re quired by Muzagon 
Dock Ltd, Calcutta. (14)Messrs 
Kasturiswamy Srecnivasan and 
S.N. Govindarajan of South 
India Textile Research Asso¬ 


ciation, Coimbatore have been 
awarded Certificates of Merit 
for development of SITRA 
Trash Analyser. (15) The Silk 
and Art Silk Mills’ Research 
Association, Bombay has been 
awarded a Certificate of Merit 
for the development of Susmiru 
Stiffness Tester. 

Dinar Revalued 

Iran revalued recently its 
dinar by 24 per cent. An an¬ 
nouncement slated that the new 
parity was nine Lebanese 
pounds or 950 yen. 


S. Venkataramiah Rs 1,000 
jointly for indigenously de¬ 
veloping Hydro Copy Milling 
Device. (4) Central Electro¬ 
chemical Research Institute, 
Karaikudi has been awarded 
a Bronze Shield and its scien¬ 
tists V. Aravamuthan, R. 
Srinivasan, N. Balasubrama- 
nian, N. Meeknashisundaram 
and G.N. Srinivasan Rs 500 
each for developing Electro¬ 
lytic Iron Powder used in the 
production of welding elect¬ 
rodes. (5) Mr Sorabji Hor- 
musji Commissariat of Mer¬ 
cury Iron Si Steel Co. Pvt. 
Ltd., Bombay has been awarded 
a Bronze Shield for indigen¬ 
ously developing Gilled Eco¬ 
nomiser Tubes. (6) Mr V.S. 
Behai of A. Paul Instruments 
Co., Jind (Haryana) has been 
awarded a Bronze Shield for 
indigenously developing “Li¬ 
quid in Glass Thermostats” for 
controlling temperature of 
the air-condiiioned Railway 
coahces. (7) M/s Jyoti Ltd., 
P.O. Chemical Industries, 
Baroda have been awarded a 
Bronze Shield for indigenously 
developing Epoxy Bushing for 
33 KV Epoxy Resin Insulated 
Type Current Transformer. (8) 
Mr M.K. Rajamane of Raja- 
rnanc Electric, Bangalore has 
been awarded a Bronze Shield 
for indigenously developing 
components for telephone ex¬ 
change crossbar equipment. (9) 
M/s Imanes Pvt. Limited, Bom¬ 
bay have been awarded a 
Certificate of Merit for the de¬ 
velopment of Automatic Spring 
Coiling Machines particularly 
for large-scale production of 
small springs. (10) Messrs 
J.D. Sabi, Chandigarh, N.S, 
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COMPANY 

AFFAIRS 


ZAtuI Products 

The Board of Directors of 
*Atul Products has deferred 
3 decision in regard to theexpan- 
^sion of the caustic soda plant. 
s The union government has 
issued a letter of intent per- 
» mitting the company to expand 
Fcapacity for manufacture of 
’ caustic soda from 84,000 tonnes 
)to 29,400 tonnes per annum, 

■ subject to certain conditions. 

' The management feels that it 
i has become imperative to carry 
out further investigations to 
determine the feasibility of the 
project in the light of the con¬ 
ditions prescribed by the go¬ 
vernment, The letter of in¬ 
tent is valid for a period of 12 
months from the date of its 
issue. The company has been 
asked to intimate the specific 
location of the project and 
ajao to submit a firm proposal 
for utilisation of chlorine. 
The former information is re¬ 
quired within three months of 
the date of issue of the letter 
of intent and the later within 
six months. The company has 
also to make arrangements for 
the import of machinery to 
the satisfaction of the govern¬ 
ment. The government has 
moreover stipulated the con¬ 
dition that the company will 
have to export 10 per cent of 
its additional production. Be¬ 
sides no foreign collaboration 
will be permitted. 

Indian Oxygan 

Despite power cuts and 
frequent interruptions in po¬ 
wer supply Indian Oxygen’s 
turnover for the year ended 
September 30, 1970, was higher 
at Rs. 25.66 crores compared 
to Rs. 23.63 crores in 1971-72. 
A major contribution towards 
this increase was made by the 
company's new plant manu¬ 
facturing activity which got 
into its stride during the year. 
The sales of gas and electric 


welding equipment registered 
significant improvements du¬ 
ring the year while the sales of 
other products were generally 
well maintained notwithstand¬ 
ing several handicaps expe¬ 
rienced during the year. Ex¬ 
port sales were also larger than 
in the preceding year and would 
have been still higher if cer¬ 
tain shipments were not delay¬ 
ed by labour unrest at the Cal¬ 
cutta Port in September 1973. 
The profit for 1972-73, after 
providing for depreciation, at 
Rs 275.08 lakhs to exceed the 
previous year’s margin by Rs 
24.54 lakhs. The increase in 
profit was mainly due to subs¬ 
tantial rise-in sales and savings 
in interest charges. Encoura¬ 
ged by the working results the 
directors have declared an 
equitv dividend of 14 percent 
for 1972-73 on the share capi¬ 
tal as enhanced by the issue of 
bonus shares. During the year 
the company supplied three 
oxygen plants and the order 
book position continues to be 
fairly satisfactory. The com¬ 
pany has recently entered into 
a collaboration agreement 
with Cryo plants Ltd, London 
for acquiring technical know¬ 
how for the manufacture of 
low pressure tonnage air sepa¬ 
ration plant and nitrogen gene¬ 
rators. It is earnestly hoped 
that the government will ac¬ 
cord its approval to this colla¬ 
boration agreement so that the 
company is able to make 
yet another significant step 
forward towards self suffi¬ 
ciency. The company’s long¬ 
term prospects, however, will 
depend upon its being per¬ 
mitted to develop and 
diversify its actitivies on a sig¬ 
nificant scale. The company 
hopes to submit shortly to the 
government for approval a 
number of new projects con¬ 
ducive to the country’s indus¬ 
trial growth and commensu¬ 
rate with the financial, manage¬ 


rial, and technical resources of 
the company. If these pro¬ 
jects are approved by the go¬ 
vernment the company is like¬ 
ly to derive considerable bene¬ 
fits in the forsceable future. 
These observations are con¬ 
tained in the Chairman, Mr 
A.K. Sen’s annual statement 
circulated to the shareholders 
of the company. 

Shree Digvijaya 

In commemoration of its 
silver jubilee, Shree Digvijaya 
Woollen Mills Ltd has announ¬ 
ced that every employee who 
is on the rolls of the company 
on January 20, 1974 would be 
paid one day’s salary for each 
year of service, with a mini¬ 
mum of seven days’ salary to 
each employee. Donations 
amounting to Rs 10,000 was 
also announced to be paid to 
the Gujarat Chief Minister’s 
Relief Fund. Wrist watches, 
along with service certificates, 
were also presented to 31 emp¬ 
loyee, who had completed near¬ 
ly 25 years of service. On 
account of unforeseen disturbed 
conditions in Jamnagar and 
imposition of curfew, the silver 
jubilee function scheduled 
on January 20 was drop¬ 
ped. The mills started work¬ 
ing in March 1951. But un¬ 
fortunately on account of the 
Korean war, the prices of wool 
which skyrocketed in the in¬ 
ternational market collapsed 
suddenly and the company 
suffered heavy losses amounting 
to Rs 50 lakhs. The company 
then had a paid-up capital of 
only Rs 47 lakhs. As the 
woollen industry requires large 
finances, the management chan¬ 
ged hands in November 1952 
and came under the control of 
the House of Birlas. Under 
the expert guidance and stew¬ 
ardship of Mr M.P. Birla and 
Mr. R. K. Birla, the company 
started making phenomenal 
progress. As a result the paid 


Up capital of the company now 
stands at Rs 80,04 lakhs while 
its reserves have been augment¬ 
ed to the tune of Rs 49 lakhs 
at the end of the year ended 
March 31, 1973. Since 1960 
the company is paying regular¬ 
ly handsome dividends to its 
equity shareholders. Sales too 
recorded an astronomical rise 
during the year increasing 
spectacularly from Rs 17 lakhs 
in 1951-52 to Rs 302 lakhs at 
the close of the year ended 
March 31, 1973. Sales is ex¬ 
pected to pierce the Rs 4 crore 
mark by a comfrotable margin 
during the current year. Its 
record on the export front too 
is very impressing. In the cur¬ 
rent year the company’s ex¬ 
port to the UK and the east 
European countries will be of 
the order Rs 43 lakhs. In 
terms of quantity the exports 
will be about 35 per cent of 
the company’s total production 
this year. On account of its 
creditable performance in ex¬ 
ports the company has been 
accorded the status of priority 
industry. 

Polysteels (Indie) 

After paying a maiden divi¬ 
dend of 12 per cent for the 
preceding year, Polysteels 
(India)’s Board has now recom¬ 
mended payment at 15 percent 
for the year ended September 
30, 1973. The ‘rights’ shares, 
issued recently will also 
qualify for proportionate dis¬ 
tribution. Moreover, half of 
ihe proposed dividend will be 
exempt from tax. The com- 
any’s expansion programme 
according to a preliminary 
statement, will be completed 
by the end of September next. 
The management expects to 
commission the third fur- 
nance by August and reach the 
rated capacity soon thereafter* 
Meanwhile, the 80-mm billet 
strand is expected to be com¬ 
missioned by the end of April 
next. This should further in¬ 
crease the company’s profitabi¬ 
lity. What is more, since 
Bhavnagar is a ‘backward’ 
area, the company expects to 
get 20 per cent rebate on in¬ 
come. The mini-steel project, 
being launched at Hissar as a 
joint-sector venture in associa¬ 
tion with the Haryana govern¬ 
ment, is making satisfactory 


EASTERN ECONOMIST 
8A5TUUN UUSNUMl&i 


228 


PfiBRtfARY 8> 1974 



progress. ‘Haryana Poiystcels’ 
expects its first and second 
l7«tonne furnances to go on 
stream by November and De¬ 
cember 1974, respectively. This 
company, which will come to 
the market in March or April 
next for raising part of the fin¬ 
ance required for the i mplemen- 
tation of the project, will also be 
entitled to various taxation be¬ 
nefits including 20 per cent 
rebate on income, since Hissur 
too is a ‘backward’ district. 

Indian Overseas Bank 

The Indian Overseas Bank 
is, perhaps, the youngest among 
the nationalised banks. It is 
just over three and a half de¬ 
cades old. While the Bank was 
started primarily to do exchan¬ 
ge business and overseas bank¬ 
ing, over the last ten years or 
so the focus has centred equally 
on the promotion of domestic 
business and branch expansion 
within the country. With the 
nationalisation of the Indian 
Overseas Bank four years ago, 
the bank has made a studied 
endeavour to fulfil its new role 
as an active participant in the 
nation’s development program¬ 
mes. 

Highlights of the pro¬ 
gress registered in the four and 
a half years since nationalisa¬ 
tion include, among others, 
170 per cent increase in depo¬ 
sits against 115 per cent for the 
banking system; 166 per cent 
growth in advances against 90 
per cent for the banking sys¬ 
tem; an additional 61,000 loan 
accounts unde k r priority sectors 
of which 53,500 are farm ac¬ 
counts, mostly small; adoption 
of 53 primary co-operative 
credit societies; reduction in 
interest rate on credit to small 
borrowers; introduction of 
special credit schemes to assist 
the less-privileged including 
technocrats and other small 
entrepreneurs; creation of a 
small business aid agency to 
give exclusive attention to small 
borrowers; promotion of new 
customer-oriented savings sche¬ 
mes and opening of 189 new 
branches, 132 of which are 
located in rural and semi-rural 
centres. A perspective plan 
covering the next three years 
taking June 1973 as the start¬ 
ing jpoint, is currently under 


implementation. The major 
goals visualised includes main¬ 
taining its deposit growth rate 
(compound) at a minimum of 
25 per cent per annum, which 
though attained, in recent 
years, becomes a fairly ambi¬ 
tions goal as the deposit base 
expands. To ensure sizeable 
expansion in the Bank’s invol¬ 
vement in financing the under- 
priviledged productive units 
the Bank currently advances 
to the priority and hitherto 
neglected sectors about 32 per 
cent of total credit outstandings 
in India against 25.5 per cent 
for the public sector banks as 
a whole. The bank expects 
to raise this proportion 
to a minimum of 35 per cent 
by cnd-June 1976. This would 
mean a more than doubling of 
the lending portfolio, covering 
this group. In respect of ad¬ 
vances to priority categories, 
however, what is significant is 
not the total amount of advan¬ 
ces, but the number of people 
who stand benefited. Present¬ 
ly, i.e. end—September 1973, 
the bank has just about 80,000 
borrowing accounts under 
priority sectors. The Bank’s 
target is to secure a minimum 
increase of one lakh accounts 
under this head by end-June 
1976. Moreover the bank will 
endeavour to expand its branch 
net work by opening an addi¬ 
tional 200 branches in the next 
three years, thereby carrying 
the total number of branches 
operating in the country from 
352 as on June 1972 to 552. 
Recognising the importance of 
planning from the lowest unit 
of operation, namely the 
branch, the bank has introduc¬ 
ed a performance budgeting 
system. 

In fact performance 
budgeting system will be the 
sheet-an:!ior of the Bank's 
approach to planning and deve¬ 
lopment. To maintain opera¬ 
tional efficiency and to shoul¬ 
der and sustain the rigorous 
demands set up by the new 
pattern of business growth, the 
Bank’s administrative structure 
has been reorganised. The 
scheme of reorganisation was 
put into effect on March 1, 
1973. Special emphasis is also 
being laid on improving custo¬ 
mer service through rationali¬ 
sation and simplification of 


systems and procedures and 
introduction of new schemes. 

Central Bank 

The Central Bank has main¬ 
tained its premier position 
among nationalised banks. The 
bank outstripped its previous 
records in the matter of both 
deposit growth and increase in 
advances. Deposits at the end 
of 1973 stood as high as Rs 
939 crores, registering a gain 
as much as Rs 135 crores over 
1972. Advances during 1973 
amounted to Rs 624 crores, 
recording thereby an impres¬ 
sive rise of Rs. 153 crores over 
1972. The rise in advances is 
more than twice the highest 
increase recorded in any pre¬ 
vious year, namely Rs 73 
crores in 1971. The bank’s 
working results during the year 
has falsified the fears expressed 
in cretain quarters that the 
bank was in the red and it 
was going to end the year with 
a big loss. Thanks to the satis¬ 
factory growth in business, the 
bank’s net profit would be ap¬ 
preciably higher in 1973 despite 
the payment in respect of the 
London fraud, substantially 
higher dearness allowance and 
rise in other costs. This is 


attributed to improved sysu 
of planning and budgeting m 
expeditious processing of to. 
applications. The imptov 
ment was recorded mainly 
the second half of the ye 
when the reorganisation scher 
began to yield its full benefit 

United Asian Bank 

The first-ever India-Malu 
sia joint venture in the ban 
ing field, United Asian Ban 
has made significant progre 
in its first year of operatic 
which has just ended. Th 
Bank, formed with the mergt 
of the three nationalised India 
banks-the Indian Oversfc 
Bank, the Indian Bank and tf 
United Commercial Bank- 
became a joint venture betwee 
the government of the tw 
countries and other interesi 
including Malaysian Indiant 
The Bank, which was set u 
with an authorised capital t 
25 million Malaysian dollai 
and a paid-up capital of 1 
million Malaysian dollars ha 
shown nearly 70 per cent in 
crease in its deposit of 10' 
million Malaysian dollars wit] 
which it started. Accordin; 
to the executive director of th 
Bank, Mr Vishnu Murthy, th- 
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ank is expected to earn a pro- 
t this year of nearly 1.4 mil- 
on Malaysian dollars. The 
lank has also plans to'expand 
s present 10 branches to 135 
i the country within 10 years, 

slews and Notes 

K'xpunsion and di\crsification) 

Deepak Nitrite is diversifing 
,s activity and has secured a 
jttcr of intent to manufacture 
.nnually 10,000 tonnes of 
litric acid, 5,000 tonnes nf 
mmonium nitrate 3,000 ton¬ 
ics of nitric acid cone., 10,000 
onnes of sulphuric acid and 
8,0fl0 tonnes of ferric alum, 
heps have already been taken 
o manufacture nitric acid, 
initially to the extent of 4000 
onnes per annum, within the 
:ompany‘s own facilities tou¬ 
sled with certain balancing 
equipment. This would in¬ 
volve a total capital outlay 
>f about Rs 65 lakhs. The 
project cost will be met partly 
by loans from financial insti- 
utions and partly from inter¬ 
nal sources. The remaining 
programme will be under 
.uken at a later stage after 
proper evaluation. 

New Issues 

Tcrpcnc Industries' Ltd is 
setting up a plant fur manu¬ 
facturing annually 1275 tonnes 
of distilled turpentine, 275 
tonnes of terpincol, 125 ton¬ 
nes of pine tar, 80 tonnes of 
longifolenc and 80 tonnes of 
turpentine oil rich in alpha 
and beta pinene. The project 
will be located at Mehatpur 
in Una district of Himachal 
Pradesh. The main raw 
material for the production of 
terpene chemicals is turpen¬ 
tine oil of which the com¬ 
pany’s consumption is estimat¬ 
ed at two million litres per an¬ 
num. The company has entered 
into an agreement with the 
government of Himachal Pra¬ 
desh for the supply on a term 
basis of 1.7 million litres of 
turpentine oil per annum. The 
other raw materials required 
by the company arc indige¬ 
nously available and hence no 
difficulty is anticipated in 
securing a regular supply. 
Camphor and Allied Products 
Ltd, a leader in the field of 
terpene chemicals with an im¬ 


pressive record of profitability 
and growth will provide the 
technical know-how and basic 
engineering data covering the 
manufacture of products and 
has agreed to grant to the 
company a non-transferablc 
licence to use the know-how 
and sell the products. The 
agreement provides for a per¬ 
formance guarantee by CAP. 


The company has entered into 
an agreement with Hindustan 
Lever Ltd under which the 
latter will purchase the com- 
any’s entire production of 
eta pinene. The remaining 
products of the company will 
be marketed by the company 
through a wide network of 
distributors and dealers. The 
capital outlay on the project 


is estimated at Rs 99.50 lakhs* 
To raise part of thd resources- 
required for the implementa¬ 
tion of the project the com* 
pany is offering to the public 
300 C00 equity shares of Rs 10 
each for cash at par. The 
subscription list for this fully 
underwritten issue opened on 
February 7 and will close on 
February 16 or earlier 



& 

i 

§ 

I 


USEFUL BOOKS 

TITLE 

Bibliography of Indian Geology Part IV. Palaeontological Index 

Geology and Geochemistry of the Sukeda Ultamaflc field. Cuttack 
District, Orissa 

Geology and Sedimentation trends In Palsmau coal Helds, 

Bihar, India 

The Indian Labour Year Book, 1970 

Official Directory (as on 1st April, 1973) (Diglot) 

Pamphlet lor Indian Administrative Service Examination, 1972 
Pules and Question Papers 

Power Economy Committee. Report of Study Group-Ill 
Report on Economic Administration 

Report on the Cost Structure cf and Fair price payable to the 
Vanaspati Industry 

Towards Self-Employment 

University Development in India - Basic Facts and figures 1969-70 
Report on Continuance of Protection to Sericulture Industry 
Report on Cost structure of Sugar Industry and fair price of sugar 
Report on the Continuance of Protection to the Automobile Industry 
Report on the Continuance of Protection to the Dye - Intermediate 
Industry 

Roport on the Fair Selling Price of Antimony 
Report onthe Fair Selling Price of Drugs and Pharmaceuticals 
Report on the Fixation of Fair Selling Price of Automobiles 
AERADIO (Fourteenth edition) 1973 

Census of India, 1971 Inlercensal growth of population (analysis 
of extracts from All India Census reports) 

Compilation of the Dock Workers$tegulatIon.of Empioyment) Act 
1048 (9 of 1948) and Schemes and Rules framed therein (as 
amended up to 30th April, 1972) 


Available from all authorised selling agents 
FOB CASH SALE * 

KITAB MAHAL 

Janpath, New Delhi (Phone : 312561) 

GOVT. OF INDIA BOOK DEPOT 

8. K. S. Roy Road, Calcutta-1 
(Phone: 23-3813) 

DEPARTMENT OF PUBLICATIONS SALE 
COUNTERS IN NEW DELHI 

• UDYOG BHAVAN (Phene : 37 * 0 * 2 ) 

• 8?ihmmoS» t of PU,UCATI0ns CIVIL LINES. 

• C.B.R. BUILDINOj BAHADUR SHAH ZAFAR MARS 


PRICE 

Rs. 2.70 

Rs. 12.40 

Rs. 10.2S 
Rs. 48.50 
Rs. 12.50 

Rs. 2.00 
Rs. 5.50 
Rs. 5.30i 

Rs. 30.50 
Rs. 0.45 
Rs. 18.60 
Rs. 13.50 
Rs. 24.50 
Rs. 50.50 

Rs. 32.50 
Rs. 6.50 
Rs. 76.50 
Rs. 15 50 
Rs. 2.75 

Rs. 8.25 ■ 


Rs. 15.00 



NOTE, 

Postal Charges extra for 
mail orders below Rs. 5 
in India. ^ , 

Registration Charges extra 
for mall orders below Rs. t 

davp 73/M4 
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hut not before February 
i). The company hopes 
to start earning profits from 
1974-75, i.e. from the very 
first year of production, and 
pay .a reasonable equity divid¬ 
end from the second year of 
| commerica! production. 

Southern Nitrochemicals 
| l.nL south India’s first com¬ 
mercial plant to manufacture 
nitric acid, entered the capital 
market on February 6, 1974 
with a public issue of Rs 12 
lakhs, all in equity shares of 
Rs 10 each. The State Rank of 
India, Merchant Banking 
Division, are acting as Mana¬ 
gers to the issue. The subs¬ 
cription list for this fully 
underwritten issue will close 
on February IS or earlier but 
no before February 7. The 
company proposes to manu¬ 
facture initially 6,000 tonnes 
of nitric acid (55 per cent) 
and 2,600 tonnes of sodium 
nitrate, annually. The pro¬ 
ject envisages erection of two 
separate but complementary 
plants—one for manufacturing 
nitric acid and the other for 
manufacturing sodium nitrate. 
The company has already 
acquired the land and civil 
work is in full progress. The 
plant for the manufacture of 
nitric acid has been received 
and erection work is in pro¬ 
gress. The company is all 
set to go on stream by May 
1974. The project cost is esti¬ 
mated at Rs 44 lakhs, and it 
will be financed by the share 
capital-of Rs 20 lakhs (Rs 8 
lakh> from the promoters and 
Rs 12 lakhs from the public), 
term loans from state Industries 
Promotion Corporation ofTamil 
Nadu of Rs 8 lakhs, Tamil 
Nadu-1 ndust ri;d 1 nvcstmenl 

Corporation of Rs 8 lakhs and 
State Bank of India of Rs 8 
lakhs. There is a good future 
for the company, as it would 
be catering to an ever grow¬ 
ing market. The company 
hopes to achieve 67 per cent of 
plant utilisation capacity in the 
first year, which will be step¬ 
ped upto 95 per cent by the 
third year. 

Capital and Bonus 
Issues 

Consent has been accorded 
to the following companies to 
raisq capital. Following ere the 
main details: 


Swan Mills Ltd, Bombay, 
has been permitted to capitalise 
Rs 16 lakhs and issue bonus 
shares in the ratio of one share 
for every five equity sbaroshekl. 

Gangappa Cables Limited, 
Hyderabad, has been given an 
acknowledgment to its state¬ 
ment of proposals, valid fqr a 
period of 12 months for the 
issue of equity shares worth 
Rs 34 Jakhs and cumulative 
redeemable preference shares 
worth Rs 12 lakhs. The pro¬ 
ceeds of the issue arc to be uti¬ 
lised for substantial expansion 
of the company’s production. 

Hindustan Wires Ltd , Cal¬ 
cutta, has been given an ack¬ 
nowledgment to its statement 
of proposals, valid for a period 
of 12 months, for the issue of 
equity shares worth Rs 52 
lakhs only on right basis. The 
proceeds of the issue are to be 
utilised to meet its working 
capital requirements in respect 
of its Faridabad factory. 

Perfactpac Ltd, New Delhi, 
lias communicated to govern¬ 
ment of its proposal to issue 
Rs 42 Jakhs (including capital 
already subscribed) divided into 
4.20 lakh equity shares of Rs 10 
each for cash at par, out of 
which shares worth Rs 25.20 
lakhs will be offered to the 
public by subscription. The 
proceeds will be utilised to 
iinanccthc project for manu¬ 
facture of packing and wrap¬ 
ping purposes. 

Rollatainers Ltd , Farida¬ 
bad, has been given consent 
for the issue of further share 
capital of Rs 5 lakhs in the 
form of 50,000 equity shares 
of Rs 10 each for cash at par, 
to the public for subscription. 
The proceeds will be utilised 
for financing the 2nd phase of 
its project for the manufacture 
of card board cartoons. 

Bujaj Steel and Industries 
Limited , Kanpur, has been 
given an acknowledgment to 
its statement of proposals for 
the issue of equity shares worth 
Rs 50 lakhs only. The pro¬ 
ceeds are to be utilised for set¬ 
ting up a project in Unnao. 

Tiger Locks Limited , New 
Delhi, has been given consent 
for issue of share capital of 
Rs 50 lakhs divided into 4 
lakh equity shares of Rs 10 
each ana 10,000, 9.5 per cent 


cumulative redeemable sliarcs 
of Rs 100 each for cash at par, 
to the general public through 
a prospectus. The proceeds 
will be utilised lor provid¬ 
ing a part of finance required 
for putting up a new unit 
for the manufacture of 
locks, padlocks, etc., and also 
for acquiring a partnership firm 
as a running concern. 


fewer* Cook'd Ltd , Madu¬ 
rai (Tamil Nadu), has been 
granted consent, for the issue 
of equity capital worth Rs 
24.25 lakhs only. Out of this, 
shares worth Rs 9.50 lakhs are 
to be alloticd to the existing 
amalgamation approved by 
the shareholders of J. H. 
Fenner and Co. (India) 
ltd. 


Dividends 

(Per cent) 


Name of ihc company Year ended Fquity dividend declared for 



current year 

Previous year 

Higher Dividend 
D.B.R. Mills 

lunc 30, 1973 

12.5 

10.0 

Kasturi & Sons 

June 30. 1973 

22.0 

15.0 

Premier Auto Electrics June 30. 1973 

120 

11.0 

Shrcc Rajcncliii Mills March 31, 1973 

12.0 

10 0 

Same Dividend 

W.S. Insulators 

September 30, 1973 

10.0 

10.0 

Premier Tyres 

March 31, 1973 

15 0 

15.0 

Gwalior Sugar 

June 30, 1973 

Nil 

Nil 

Poddar Projects 

June 30. 1973 

Nil 

Nil 

Sirpur Paper 

June 30,1973 

10.0 

10.0 

Shah Construction 

June 30, 1973 

Nil 

Nil 

Kumcrgode Estates 

October 31, 1973 

20.0 

20.0 

Peirce Leslie 

September 30, 1973 

Nil 

Nil 


Licences and Letters of Indent 

The following licences and letters of intent were issued un¬ 
der the Industries (Development and Regulation) Act, 1951 in 
the months of July i.c. till July 31, 1973. The list contains the 
names and addresses of the licensees, articles of manufacture, 
types of licences viz new undertaking (N.U.); substantial expan¬ 
sion (S.H.); New Article (N.A.): Carry on Business (CO.B,); 
shifting- and annual installed capacity. A statement furnish¬ 
ing particulars of letters of intent which were revoked, rejected, 
cancelled, lapsed, treated as withdrawn etc. and l icences and 
Registration Certificates revoked or surrendered in the month of 
July is also given at the end. 

Metallurgical Industry (Ferrous) 

M/s Jain Sudh Vanusp.ithi Ltd. D-1S, Connaught Place New 
Delhi-1 '(Ghaziabad-U.P.) * Tin Containrs (imprinted) upto 18 
litre capacity—1000 tonnes pa. (C.O.B.). 

Malwa Vanaspati & Chemical Co. Ltd, Bhagirath Pura, In- 
dorc-3—(Indore-Madhya Pradsh) 1080 tonnes p.a. -(COB). 

Swarup Vegetable Products bids Ltd, Mansurpur, Distt 
Muzaflarnagar —(Muzaflarnagar-UP) - 500 tonnes p.a. -(COB). 

M/s Cooperative Oil Industries Ltd. Mandcd Road, Latur. 
Distt. Osmunabad- (Maharashtra) 500 tonnes p.a.- (COB). 

Amrit Bannspati Co. Ltd., G.T. Road, Ghaziabad (Gha/ia- 
bad-UP) 2000 tonnes p.a. (COB). 

Nitin Castings Pvt Ltd, Pastern Express Highway, Pancha- 
pakhadi, Thanu - - (Thana-Maharashtra) * Centrifugal Alloy 
Castings (Reformer Tubes) - 1000 tonnes--4 NU). 

M/s Stump, Schuele & Somappa Pvt Ltd. Sosur Road. 
Bangalore 34 (Bangalore-Mysore) —■ I. Light coil springs upto 
45 gms weight each-7000 tonnes, 2. Heavy coil springs above 45 
gms weight each—1,500 tonnes - • (SE). 

Mehta Vegetable Products Ltd, 733 V Sardarpura, Jodhpur 
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— (Chiuoigarh-Rajasihan) Tin Containers upto 18 litre 
capacity (imprinted) - 500 tonnes p.a. — (COB). 

Metallurgical Industries <Non-ferrous) 

GiHanders Arbbthnot &. Co Ltd, A-l, Gillandcr House, 
Nctaji Subhas Road, Calcutta-1 — (West Bengal) -■ • Aluminium 
Slugs 1500 tonnes p.a. - (NU). 

Rashtriya Metal Industries Ltd, Andheri-Kurla Road, J.B. 
Nagar, Bombay - (Bom bay- M aharash t ra) — Copper, brass, 
aluminium and other non-ferrous rolled products - 360 tonnes 
p.a.—(COB). If Do - ■ Non-Ferrous alloys vi/. Copper, Tin, 
Lead, zinc and aluminium based allovs 3330 tonnes p.a.—* 
(COB). 

Klcctrical Equipment 

Electric Lamp Manufacturers (L) Pvt Ltd, 7, Justice Chandra 
Melitab Road, C'alcutta-20 — (Calcutta-W. Bengal) - Aerod¬ 
romes Runway lamps -100000 nos p.a. — (S.E.). 

Kelvinator of India Ltd, I9-A, Alipore Road, Delhi-6 - 
(Ballabgarh-Huryana) --- Electrical stampings for FHPand other 
Motors—1000 tonnes p.a. — (NA). 

M/s R.S. Traders, (Industrial Division) 16, Khorshcd Build¬ 
ing, Sir Phero/shah Met ha Road, Bombay-1 —(Thana-Mahara- 
shtra) — Lamp electrodes (Lead-in-wires) — 215 million nos - 
(N.U.). 

Macneill & Barry Ltd, 2-FairIic Place, Calcutta-! - -(Madras- 
Tamil Nadu) Switch Boards- 1000Nos. Motor Control Cent¬ 
res—125-; Mechanically operated and automatic Auto trans¬ 
formers starter panels—25 nos. Manually operated and automatic 
star Delta Starter panels 35 nos. Manually operated and auto¬ 
matic slipring starter panels 15 nos. Generator Panels - 25 
nos. Agro panels 25 nos * - (C.O.B.). 

Madhya Pradesh Tlectucals Ltd, Maheswari Bhavan, Civil 
Lines, Bhopal-2 — (Bhopal-M.P.) — Enamelled Strips - 300 
tonnes Winding wires upto 4ISWG Winding wires 42SWG & 
above — 50 tonnes - < (SF). 

Indian Cable industries, Bombay Poona Road, Pimpri Poona-18 
—(Poona-Maharashtra) Telephone Switch Board Cables -60 
million core metres (S.E.). 

Electronics Corp. of India I td. Industrial Development Area, 
Cherlapalli, Hyderabad-40 (Hyderabad-AP) -Metal Film 
Resistors - 10 million nos - (S.E.). 

Jayanl Building & Architectural Products Pvl. Ltd, 152, 
Lohar Street, Bombay-2 - (Vapi-Gujarat) — Glass covered cop¬ 
per wircs/strips - 180. tonnes Glass covered aluminium wires/ 
strips ■■ 120 tonnes (N.U.). 

Shri K.P. Singh, 14, Auranga/eb Road, New Delhi • (Bulanil- 
shaher-UP) -- I. Automotive Batteries • 120000 nos, 2. Sta¬ 
tionary batteries 10,000 nos, 3. Train Lighting C ells — 10,000 
nos, 4. Marine butteries 600 nos cells, 5. Hard Rubber Con¬ 
tainers * 300000 nos, 6. PVC Separators - 120,00,000 nos — 

(NU). 

Elpro International Ltd, Chinchwad, Poona - 19 - (Pooiia- 
Maharastra) - Intensifying Screens *- 7,500 pairs p.a. (S.F.). 

Telecommunications 

M/s Asian Electronics Ltd, Hand loom House, 3rd Floor, 221, 
Dr D.N. Road, Bombay-1 - (Narik-Maharaslru) • L Intei- 
ferencc suppression capacitors — 5,00,000 nos, 2. Paper & Paper 
mixed dic-electric capacitor below - 20 mfd (N LM M/s O.E.N. 
India Ltd. 19/88 Kaloor Road, Po. No 1905, Cochin, (Kerala) 
— 3,00,000 Special types of switches used in electronics 
equipment- 6 lakh - (SEE 

Transportation 

M/s Ideal Jawa (I) Pvt Ltd, Industrial Estate, Mysorc-2 - « 


tMysore-Mysore) — Motor-cycles f250 cc & & 50/60 ec) — 
30,000 nos — (S.E.). 

Industrial machinery 

M/s Ballestra (I) Pvt Ltd, 4, Ali Chambers, Meadows Street, 
Fort, Bombay —1 — ( Bombay-Maharashtra) — Synthetic Det* 
ergent Plants including sulphonation Automatic feeding (spray 
drying type) — 5 plants. Plant for synthetic detergent Toilet & 
Laundry (cake type) — 3 plants —(N.U.). 

Textile Machinery Corporation Ltd., P.O, Belgharia, 
Calcutta-56 - (Calcutta - W, Bengal) — Worsted Ring Frames 
— 50 nos — (NA). 

indo Berolina Industries Pvt Ltd, 1B1 House, S-86, Andheri 
Kurla Road, Bombay-59 A S. — (Bombay-Maharashtra) — 
New Articles: Fluioleseed Bed-Dryers, Agitators, Heat Ex¬ 
changers, Condensers, Coolers, Evaporators & Absorbtion 
Columns. Subutantial Espamion —Industrial Drying Ovens, 
Reaction vessels, Distillation columns. Total worth R$ 150 
lakhs . - (N.A./S.E.). 

Lakshmi Machine Works Ltd, 348, Avanashi Road 
Coimbatore-18-- (Coimbatore-Tamil Nadu)— Automatic Pirn 
winders (Types, MS, MSL, —MSK and MSKL) — 60 nos — 
iN.A.). 

Machine Tools 

M/s Vickers Sperry of India L,td, Akurli Road, P.B. No 7653, 
Kandivli, Bombay — (Bombay-Maharashtra) - - Hydraulic 
pumps and valves, oil Hydraulic Equipment and Accessories 
60,000 units — (SE). 

Nuchem Plastics Ltd, 54, Industrial Area, Furidabad 
(Faridabad-Haryana) — Hydraulic pressess-diflerentv arietics- 
50 nos — tNA). 

M/s R.H. Windsor (1) Ltd, F-6, U Road, Tahana Industrial 
Estate, Thana — (Thana-Maharastra) — Injection moulding 
machines — 220, Extruders and take off Equipment-120 nos 
■■(SE). 

The General Munagr, Machine Tool Corpn. of India. Ltd, 
Ajmer — (Rajasthan) Cylindrical Grinding machines- 2o nos 
• - (NA). 

M/s Sahyadri Udyog, D-2/65 , MIDC Pimpri Industrial Area, 
Chinchwad, Poona-10 — (Poonu-Maharustra) — Industrial Fur¬ 
naces — 15 nos — (COB). 

Earth Moving Equipment 

Garden Reach Worskhops Ltd, 43/46, Garden Reach, Cal¬ 
cutta-24 (Calcutta-W. Bengal) -8-10 ton Diesel Engine dri¬ 
ven Road Rollers ■ 300 nos pa (SE) 

Miscellaneous Industries 

Bipico Industries (Tools) Pvl Lt,d, 58, Podar Chambers. Parsi 
Bazar Street, Bombay-1 (R) ■ - (Bulsar-Gujarat) — Hand Tools 
& Engineering tools — 7,50,000 nOs. pa. Magnetic tools —50 000 
nos. Tools and equipment such as Chucks — 7.500 nos. pa 
Magnetic tools - 50,000. Tools and equipment such as Chucks 
—7,500 nos pa. Garage & Automobile Tools — 1,000 sets pa. 
Hack-saw blades --40 lakhs nos — (NU). 

Horstmann India Pvt Ltd, 401, Jolly Bhavan, No s 7 New 
Marine Lines, Bombay — 20. (Poona-Maharashta)) — Plain 
and Screw Plug Gauges —- 40,000 nos pa — (SE). 

M/s Garware Plastic Pvt, 1 td, 50-A. Central Salsette Road, 
Ville Parle (East), Western Express Highway-Bonflwy —- (Bom- 
bay-Maharastra) — Cop Sleeves from ABS Moulding Powdqr -4 
295 tonnes pa — (NA). 

Household Equipment 

Dinesh C. Gupta, S-13, Dattaguru Society, Deonar Village 
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-16 — (Faridabad-Haryana) — Plastic film and sytro-flex — 10 
mil nos pa — (NU). 

Shri Rakesh Agarwal, C/o Mr C.G. Agarwal, 6/23 Jindal 
House, 8-A, Alipur Road, Calcutta-27 — (Mysore-Rajasthan) — 
Styroflex Capacitors — 10 million nos nos pa — (NU). 

Shri Nair, Scientist, National Physical Laboratory, Hillside 
Road, New Delhi-12 — (Rai Bareli-UP) — Ferrites — 50 tonnes 
pa — (NU). 

India Opto Electronics Ltd, 4/11, WEA Karol Bagh, New 
Delhi- 5 — (Ghazia bad-UP). - - Ferrites — 50 tons pa — (NU). 

Shri R.K. Bagrodia, 12-C, Madhuban, Udaipur. Rajasthan — 
(Jaipur-Rajasthan) — Ferrites — 50 tons pa (NU). 

Bharat Industrial Works; 708, Akash Deep, 26-A, Barakhamba 
Road, New Delhi-1 — (Raipur-MP) — Plastic Film capacitors 
10 mil nos pa — (NU). 

Shri Bhawani Cotton Mills Ltd, B-26, Greater Kailash New 
Delhi-48 — (Sikendrabad-UP) — do 10 Mils nos — (NU). 

Dr M.V. Josbi Calculator & Computers Component Co, 
10, Maharani Bagh, New Delhi - - (Nasik-Maharashtra) — Digi¬ 
tal Measuring Instruments — 2500 nos pa. Electronic Medical 
Instruments — 500 nos — (NU). 

M/s Simco Meters Ltd, Meter Factory Road, PB No 46, 
Trichirapatli-1 — (Bangalore-Mysore) — Turning Indicators — 
50,000 nos, Message Resistors — 50,000 nos. Signalling Relays 

— 25,000 nos, Air Craft Relays & switches — 10,000 nos — 
(NU). 

Mrs Sashi Kumar; C/o Sqn. Ldr Jai Kumar, 403, Service Offi¬ 
cers Enclave. Sardar Patel Marg, New Delhi — (Dehradun-UP) 

— Styroflex Capacitors — 10 millions nos pa — (NU). 

Dr M.V. Joshi, M/s Calculators & Computer Components 
Co., C-10, Maharani Bagh, New Delhi-14—(Nasik-Maharastra)— 
Ferrites — 50 tons pa — (NU). 

M/s Ferro Electronics Pvt Ltd, Uppal, Hyderabad -39 — 
(Hyderabad-AP) — Ferrites —50 tonnes pa, Gama Ferric Oxide 

— 4 tons — pa (NU). 

Mr Chandrakant Harishanker; 2A, Maker Bhavan, No 2,18, 
New Marine Lanes, Bombay-18 — (Jabalpur-MP) — Tantalum 
Capaci ors — 1 mil nos pa — tNU). 

Shri V.K. Alimchandani, 301, Prabhu Kutir, Altamount 
Rood, Bombay-26 — (Maharastra/Gujarat) — Ceramic Capaci¬ 
tors — 20 million nos pa — (NU). 

Dr M.V. Joshi, Calculator & Computer Components Co, 
C-10, Maharani Bagh, N Delhi-14, — < Nasik-Maharastra) — 
Electronic Desk Calculators — 2000 nos pa — (NU). 

M/s Sanjay Electomics, Ghat Road, Nagpur-2 — (Nagpur- 
Maharastra) — Ceramic Capacitors — 120 million nos pa — 
(NU). 

M/s V.K. Afimchandani 301, Prabhu Kutir, Altamount Road, 
Bombay-26 — (Maharastra/Gujarat) — Carbon films and oxide 
resistors —20 mil nos — pa —(NU). 

M/s Bharat Electronics Ltd, PO Jalahalli Bangalore-18 — 
(Bangalore-Mysore) — Electronic/wireless equipment and allied 
apparatus- — Rs 45 crores worth — (SE). 

Shri Gautam Shah, C/o Vakil-Mehta Parikh Consulting En¬ 
gineers, Khamsa Gate, Ahmedabad 1 — (Gujarat)— Power Co¬ 
ntrol Units—300 nos. Regulated Power Supplies — 50 nos, Preci¬ 
sion Transducers — 25 nos. Voltage Transducers — 100 nos. 
Control Amplifiers - -600 nos — (NU). 

Dr M.V. Joshi. Calculator — Computer Components Co, 
C-10, Maharani Bagh, New Delhi—(Nasik-Maharastra) — Cera¬ 
mic Capcitors — 20 mil nos pa— (NU) 

Transportation 

Shri M.B. Kothuri, 7-Anand Darshan, 13-Pcddar Road, 


Bombay-26 — (Colaba-Maharastra) — Assorted Carburettors 
for Automobiles-1 lakhs nos pa — (NU) 

M/s Wyman-Gordon (I) Ltd, PB No 41, Off PaTcran Road, 
Majiwade, Thana — (Thana, Maharastra) — Finished Crank¬ 
shafts — 12,000 nos — (NA) 

M/s Brake Linings Ltd; N-75, Connaught Circus, New Deflii- 
1 — (Faridabad-Haryana)- Brake Linings & Dutch facings 
—600 tons pa — (SE) 

Shri O.M. Somany, A-26 WEst End, New Delhi-22 —(Bulan- 
dhsahr-UP) — Pistons —6 lakhs nos, Piston Rings — 50 lakh 
Gudgeon Pins-7 lakh nos, Cylinder Liners-1 lakhs nos — (NU). 

M/s Metropolitan Springs Pvt, Ltd, Antop Hill (West) Wadaia, 
Bombay-31 — (Bombay-Maharastra) — Steering Chuckles & 
Stub Axles — 20,000 nos — (NA). 

M Is Jonas Woodhead & Sons (India) Ltd, 147, Mount Road, 
Madras — (Chinglepet-Tamil Nadu) — Fly Wheel Ring Gears — 
l.S0,(X0 nos pa — (NA), 

M/s V.J & Sons, Bhausingji, Road, Ichalkaranjikar's Bunga¬ 
low, Kolhapur-3 — (Kolhapur-Maharastra)— Engine valves — 
12 lakh nos pa — (NU). 

Industrial Machinery 

M/s Star Textile Engineering Works Lid, Dhanraj Mahal, 

D-22, Apollo Bunder Road. Fort. Bombay-(Thana-Maha- 

rastra) — Screens for Automatic screen printing machine — 
30,000 nos pa — (NA). 

M/s Vijay Tanks & Vessels Pvt Ltd, Haji Adam Mansion, 
Honiji Street, Bombay-1 — (Bombay-Maharastra) ■ • Auto Clave 
/Heat Exchanger, etc — 1100 tonnes pa — (SE) 

M/s India Tube Mills & Metal Industries Ltd, Agra Road, 
Vikhroli PO, Tagore Nagar, Bombay-83 — (Bombay-Maharastra) 

— Pressure Vessles including spares —600 tonnes pa — (NA). 

M/s lndo-Berolina Industries (P) Ltd, Victoria Building, Par- 

see Bazar Street, Fort, Bombay — (Maharastra/Gujarat) — 
Pulp & Paper Machinery — Rs 260 lakhs pa — (NA). 

M/s Electrical Manufacturing Co, Ltd, 136, Jessore Road, 
Calcutta-55 — (Dum Dum-West Bengal) — Aluminium or Steel 
Pirns (Cops) — 5 million nos — (NU). 

Shri T.R. Malhotra, C/o Malhotra Finance & Agencies Pvt 
Ltd, 28/32, Mint Road, Near GPO Bombay-1 — (Bombay- 
Maharastra) — Pressure Vessels, Heat Exchangers, Auto-clave 
& Fertiliser Equipments — 800 tonnes pa — (NU). 

M/s Easwaran & Sons Pvt Ltd, Second Line Beach, PB No 
1912, Madras— (Tiruvottiyur—Tamil Nadu) — Pressure Vessels, 
Heat Exchangers, Petroleum & Chemical Storage Tanks — 1400 
tonnes pa — (NA). 

Shri V.K. Patel, 8/120 Adarsh Nagar, Worli, Bombay-25 — 
< Maharastra/Gujarat) — Plastic Extrusion Plants sizes ranging 
from 45 mm to 120 mm — 64 nos pa. Synthetic Fibres pinning 
Plants including extrusion — 18 nos pa — (NU). 

Machine Tools 

M/s Cooper Engg Ltd; Construction House, Walchand Hint- 
chand Marg, Ballard Estate, Bombay-1. — (Poona-Maharashtra) 
Gear Hobbing Machines — 36 nos — (SE). 

Shri Suresh Kantilal Jasani, c/o Ecotech, Amin Industrial 
Estate, Sonawala Cross Road, Goregaon, Bombay-63 — (Maha¬ 
rashtra/Gujarat) — Hydraulic Equipment, viz. various types of 
pumps, valves, cylinders, power packs & acoesories — Rs 1 
crores — (NU). 

.M/s William Jacks & Co (India) Pvt Ltd; Jeevan Vihar Build¬ 
ing (3rd Floor), Parliament street, P.O. Box No 259, New Delhi 

— (Maharashtra/ Andhra Pradesh/ Haryana) — Items. Rs. 
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in lakhs per annum Drill A Tapping Chucks — 5.0, Sleeves 
A Sockets :— 1.5, centres — 1.5, Arbors & Mandrels — 
14.0, Tapping — 2,0 attachments. Dividing Heads — 22.5, 
Tables Circular/Inclinable — 3.00 Balancing Units — 7.0, 
Precision Wheel forming attachments — 7.0, Bench Centres — 
1.5 Unit Heads & Attachment for special purpos emachines — 
20.0, Jigs Fixtures — 20.0, Dial Gauges A Attachments, 
Accessories— 15.0, Pneumatic & Electronic Gauging equipments 
—13.0, Segmental Saws Segments (HSS) — 15.0, HSS Milling 
Cutters of specialised types — 20.0, Pluges Ring Gauges A 
Screw Gauges, inside A Outside — 10.0, Press Tools of all 
types — 25.0, Electric Magnetic A Mechanical Ctut* ches of 
various sizes— 15.0, — (NU). 

M/s Electrical Mfg. Co Ltd; EMC Gardens, 1369, Jessore 
Road, Calcutta-55 — (AUahabad-UP) — Hydraulic Extrusion 
Presses — 2 nos pa — (NU). 

M/s Hindustan Machine Tools Ltd, PO HMT Bangalore.— 
(Bangalore-Mysore) — Plastic Extrusion Plants with screw 25mm 
to 200 mm — 100 nos pa — (NA). * 

Earth Moving Machinery 

M/s Garden Reach Workshop Ltd, 43/46, Garden Reach, 
Calcutta-24. — (Calcutta-West Bengal) — 8-10 tons, Diesel Road 
Rollers — 600 nos pa — (SE). 

Household Equipment 

M/s Electronics Ltd, 26, New Industrial Township, Farida- 
bad. — (Faridabad-Haryana) — Room Air Conditioners — 
15,000 nos pa — (SE). 

M/s Dhurva Woollen Mills (P) Ltd, Sun Mill Compound-Sun, 
Mills Road, Lower Parel, Bombay-13. — (Ghazjabad-UP). Elec¬ 
tronic Desk Calculators — 10,000 nos pa —• (SE). 

Chemicals (Other than Fertilizers) 

M/s Charotar Gramodhar Sakhari Mandal Ltd, Vallabh Vi- 
dyanagar, Distt: Kaira — (Kaira-Gujarat) — Furfural A Fur¬ 
fural Alcohol — 6000 tonnes pa — (NU). 

M/s J.B. Rupani, C/o Petrofina Chemical Industries, Swdstic 
Mills Compound, Fergusson Road, Lower Parel, Bombay-13 
— (Tarapur-Maharastra) -- Pentaerythxitol 1,200 tonnes, 
Sodium Formate — 500 tonnes — (NU). 

M/s Hindustan Insecticides Ltd, E-3, Ring Road, Defence 
Colony, New Delhi-24 — (Alwaye-Kerala) — Endosulfan Te¬ 
chnical — 1,600 tonnes pa — (NA). 

M/s James Warren A Co (India) Ltd, 31, Chowringhee Road, 
Calcutta-16 — (West Bengal) — Acetylene Black — 1000 tonnes 
--(NU). 

M/s Everest Refrigerants Ltd, Khetan Bhavan, 198, J. Tata 
Road, Bombay-20 — (Bombay-Maharastra) — Sulphuric Acid 

10.800 tonnes. Oleum — 1,440 tonnes, Chlorosulphuric Acid — 

1.800 tonnes pa — (NA). 

M/s Colour Chem Ltd, Ravindra Annexe, Dinsha Vacha 
Road, 194, Churchgate Reclamation, Bombay-20 — C Bombay- 
Maharashtra) — Phospher-free Intermediates for pesticides name¬ 
ly: Acetoacet Diethylamide, Acethoacet Dimethylamide, Aceto- 
acet Monomethylamide, total capacity — 400 tonnes — (NA). 

Drugs A Pharmaceuticals 

M/s Themis Chamicals Ltd, 38, Suren Road, Andheri (East 
Bombay-69— (Vapi-Gujarat) Indomethacin—8, Clofibrate—2, 
Formulations, Millions—Lipnil Tablets—5, Oracost—1, Spirona- 
nitin tablets —5, Cyproheptadine HC1 tables—1, Ethanbutol 
tablets-—50—-(NA), 

M/s Chemical Industrial A Pharmaceuticals Labo¬ 
ratories Ltd; 289, Bellasib Road, Byculla, Bombay — (Bombay* 


Maharashtra) Methenamiqe Man-delate USP— 10 tonnw 
pa—(NA). 

Textiles 

The Bachardas Spinning A Weaving Mills Co Ltd, P.B. No 
22, Raikhad, Ahmedabad-1 — (Ahmedabad-Gujarat) — Cotton 
Cloth — 140 looms—(SE). 

M/s Mohini Mills Ltd., 22. Biplabi Rashbehari Basu Road, 
'(Canning St.) (Calcutta-1 ) — t Calcutta-West Bengal) — Cotton 
doth — 150 looms — (SE). 

M/s New Gujarat Cotton Mills Ltd, (Mill No 1) Naroda 
Road, Ahmodabad-2 — (Ahmedabad-Gujarat) — Cotton Cloth 

— 130 looms — (SE). 

Shree Bhawani Cotton Mills Ltd, 59, Golf Links, New Delhi 

— (Abhor-Punjab) — Cotton Cloth — 300 looms — (SE). 

M/s Elson Cotton Mills Pvt. Ltd, 23rd Milestone, Mathura 
Road, Ballabgarh — (Ballabgarh-Haryana) — Cotton Cloth — 
300 looms — (SE). 

Shri Ranga Vilas Ginning, Spinning A Wvg Mills Ltd, Peela- 
medu, Coimbatore -4 — (Coimbatore-Tamil Nadu) — Cotton 
cloth — 156 looms— (SE). 

Sree Ganesa Textiles Mills Ltd; Davangere-1 — (Davangere- 
Mysore) — Cotton cloth — 285 looms — (SE). 

M/s Coimbatore Murugan Mills Ltd, Metupalayam Road, 
Coimbatore-11 — (Coimbatore-Tamil Nadu) — Cotton cloth 

— 200 looms — (SE). 

M/s New Gujarat Cotton Mills Ltd, No 2 Outside Dariapur 
Gate, Ahmedabad-16— (Ahmedabad-Gujarat) — Cotton cloth 

— 150 looms — (SE). 

The Gaekwar Mills Ltd, Mehta House, 79-91, Bombay Sama- 
char Marg, Fort, Bombay-1 — (Bi)liinora-Gujarat) — Cotton 
cloth — 100 looms — (SE). 

M/s Newsarva Mills Pvt Ltd, Saraspur, Ahmedabad-13 — 
(Ahmedabad-Gujarat)—Cotton Cloth — 58 looms — (SE). 
Madhavnagar Cotton Mills Ltd, Madhavnagar, Distt Sangli 

— (Madhvnagar-Maharaslra)— Cotton cloth — 200 looms — 
(SE). 

M/s Raja Bhadur Motilal Poona Mills Ltd, 5, Raja Bahadur 
Motilal Road, Poona-1 — (Poona-Maharastra) — Cotton 
Cloth — 20 looms — (SF). 

M/s Sarangpur Cotton Mfg Co Ltd, Amraiwadi Road, 
Ahmedabad-8 — (Ahmedabad-Gujarat) — Cotton Cloth — 48 
looms — (SE) 

Shri Annapurna Cotton Mills Ltd, P-10, New Howrah Bridge 
Approach Road, Calcutta-1 — (Calcutta-West Bengal) — Cot¬ 
ton Cloth — 100 looms — (SE). 

Bharat Suryadaya Mills Co Ltd, Near Jagannath Mahadev, 
Amraiwadi Road, Maninagar PO, Ahmedabad-8 — (Ahmedabad- 
Gujarat) — Cotton Cloth — 100 looms — (SE). 

Nagri Mills Co Ltd, Rajpur Road, Ahmedabad-21 — (Ahme¬ 
dabad-Gujarat) — Cotton-Cloth — 72 looms (SE). 

Shri Shahu Chhatrapati Mills, Shahupur, Kolhalpur-2 — 
(Kolhapur-Maharashtra) — Cotton Cloth — 250 looms— (SE). 

Marsden Spg A Wvg Co Ltd, Rakhiat Road, Ahmedabad- 
23 — (Ahmedabad-Gujarat)— Cotton Cloth looms — (SE). 

M/s Prakash Cotton Mills (P) Ltd, Off Fergussen Road, 
Bombay-13 — (Bombay-Maharastra) — Cotton Cloth — 200 
looms — (SE). 

M/s Ruby Mills Ltd, Lady Jamshedji Road, Dadar, Bombay- 
28 — (Bombay-Maharashtra) — Cotton Cloth—48 looms—iSE). 

M/s Monogram Mills Co Ltd, Rakhial Road, Ahmedabad-23 
—- (Ahmedabad-Gujarat) — Cotton Cloth —100 looms — (SE). 
M/s Anglo-French Textiles Ltd, Mugaliarpeth, Pondicherry 


fSCTMT I C OHOjMBT 


253 


FBSRUAJtV 8. 1974 




If you're planning a new project or 
diversification programme with fixed 
capital investment of at least Rs. 7.5 
lakhs, contact us today—we'll make 
it much easier for you. 

First things first with 75% 
relief ; 

You first need a comprehensive feasi¬ 
bility study to establish the technical 
and economic viability of your 
project. And prepared by competent 
consultants enjoying the confidence 
of prospective financiers you will 
apply to. 

Not only have we the right and best 
consultants for your particular as¬ 
signment, we will also bear 75% of 
the total feasibility study cost. 

Bridging the resources gap : 

Provided your project is technically 
and economically viable and you can 


meet at least 15% of the project 
cost, we'll help you fill the finance 
gap by underwriting or participating 
in share capital and securing low- 
interest, long term loans from 
financial institutions. 

Your Sales Tax refunded as 
loan : 

If you're expanding, we can refund 
the Sales Tax you've paid for the last 
3 years as an 18-year interest-free 
loan. If you're putting up a new unit, 
we can refund your Sales Tax on raw 
materials and finished goods for 6 
years from the start. 


sm 

WBIDC’s 



assistance 



so far 



towards 



Feasibility 



Studies: 16 



Share Capital: 12 



Securing 



institutional 



finance: 24 



Salas Tax Refund: 



Rs.105 lakhs 

UW 


More details from 

IwMdcl 


Public Relations Officer 

WEST BENGAL INDUSTRIAL 
DEVELOPMENT CORPORATION 

23A, Neteji Subhas Road, Calcutta-1. Phone : 22-2448 
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.4 A (Poadichatry) — Terry Towelling Cloth-24 automatic 
loams —• (SB). 

M/s Shaktigarh Textile Industries Ltd, Eagle House 4, 
Government Place North, Calcutta-1 — (Burdwan-West Bengal) 
— Cotton Cloth — 300 looms — (SE). 

Shri Bansidhar Spg & Wvg Mills Pvt Ltd, Naroda Road, 
Ahmedabad-2 — (Ahmedabad-Gujarat) — Cotton Cloth — 
148 looms — (SE). 

Paper &, Paper Products 

M/s Khandelwal Industries (P) Ltd, 166, Dr DadabhaiNaoro- 
ji Road, Bombay-1 — (Bastar-Madhya Pradesh) — Pulp - • 
Corrugated medium — 33,000 tonnes pa — (,NA). 

Fermentation Industries 

Himachal Pradesh Mineral & Industrial Development Cor¬ 
poration Ltd, Kishore Bhawan, The Mall, Simla-1 — (Himachal 
Pradesh) — Apple Brandy — 1200 KL, Vodka — 600 KL - - 
(NU). 

Rubber Goods 

M/s Rubstone Pvt Ltd, Malgodown Road, Chandausi, Distt. 
Moradabad — (Chandausi-UP) — Rubber Hoses (excluding 
PVC & Teflon Hoses) — 3,00,000 mtrs (180 tons) Expansion 
joints, packing rings, sealing rings and Rubber Sealants — 100 
tonnes, Industrial Rubber Lining — 300 tonnes. Rubber Adh- 
sives — 60 tonnes — (NA). 

Leather 

M/s Maypar Leather Manufacturing Co Pvt Ltd, 100, Poona- 
mallee High Road — Madras-10 — (Madras-Tamil Nadu) —■ 
Finished Leather — 3 lakh nos — (SE). 

Cement & Gypsum Products 

M/s Dalmia Cement (Bharat) Ltd, 4, Scindia House, New 
Delhi-1 — (Dalmiapuram-Tamil Nadu) — Portland Cement 
—66,000 tonnes — (SE). 

Letters of Intent 

(Supplementmentary List) 

Metallurgical Industries (Ferrous) 

Shri Vithaldas H. Shah, C/o Lallubhai Amicband Pvt Ltd, 
225/27, J. Dadajee Road,, PO Box No 4075, — Bombay - - 
(Ahmedabad-Gujarat) — Copper & Copper Alloy Pipes & 
Tubes - 1200 tonnes — (NU). 

Shri B.K. Burman, No 6-Tilajala Road, Calcutta-46 — (Mad¬ 
ras - Tamil Nadu) — Copper & Copper Alloys Pipes & Tubes 
—1200 tonnes - (NU). 

M/s Multimetals Ltd, Heavy Industries Area, Kansua Road, 
Kota-3 — (Kota -Rqjasthan) — Copper & Copper Alloy Pipes 
Tubes — 2,400 tonnes pa — (SE). 

Smt Durgeshwari Sahi, Maharani of Hathwa, Hathwa House, 
Patna *— (Patna-Bihar) — Copper & Copper Alloy Pipes & 
Tubes — 1200 tonnes — (NU). 

Electrical Equipment 

M/s Systronics, 89/92, Industrial Area, Naroda PO, Ahmeda- 
bad — (Ahmedabad-Gujarat) — Electronic Desk Calculators 
— 2000 nos pa — (NA). 

Transportation 

M/s Dhannani Engg Works, 18-B, M.P, Shah Municipal 


Industrial Estate, Sa.roo Section Road, Jamnagar — (Jumuagar- 
Gujarat) — Auto Tyre Tube Valves —60 lakh sets — (NA). 

Industrial Machinery 

M/s National machinery Manufacturers Ltd, Veer Nariman 
Road, Bombay-20— (Thana-Maharashtra) — Openend Spinning 
Machines — 180 nos — (NA). — do — (Baroda-Oujarat) — 
Spindle Inserts — 3,50,000 nos. Needle Bearings of ail types 
and its variations — 60,00,000 nos —(NA) — do-- (Thana- 
Maharashtra) — Fly Frames -- 120 nos — (NA) — do— 
Combeis (inclusive of lap formers) — 60 nos — (NA). 

M/s Sri Ambica Machinery Manufacturers (A division of Shri 
Ambica MilJs Ltd.) Shri Ambica Mills Premises, Ahmcdabad— 
(Ahmedabad-Gujarat) —Automatic Lap Formers & Combing 
Machines — 12 sets — (NA), 

Mechanical & Engineering Industries 

M/s Voras Exclusive Tools Pvt Ltd, Old Ashram, Andheri 
Kurla Road, Andheri, Bombay — (Bombay-Maharashtra) — 
Cutters of all types — 80,000 pieces, Reamers of alt types — 
85,000 pieces. Internal Turning tools—Internal facing & Bottom¬ 
ing tools. Internal boring & facing tools. Internal tools for groo¬ 
vers, Internal Thread curing tools, Tool Shanks, Tool holders 
for internal tools. Small Centre borne tools to an aggregate 
capacity of one lakh peices per annum (COB). 

Chemicals 

M/s Industrial Oxygen Co (P) Ltd, 38 (A), Vadgaon Sheri, 
Off: Nagar Road, Poona-14 — (Ghaziabad-UP) — Oxygen —- 
10,00,000, Acetylene — 1,00,000 cm — (NU) 

M/s National Air Products Ltd, 13/1, Mathura Rd, Farida- 
bad-III (Haryana) - (Ballabagarh-Haryana) —Nitrogen Gas 
(Bye-products — 7,50,000 cm — (NA) 

M/s Pratap Steel Rolling Mills Pvt Ltd, 21/3, Mathura Road, 

- - Ballabgarh-Haryana) — (Bailabgarh-Haryana) — Oxygen — 
6,00,000, Acetylene— 1,50,000 cm — (NU). 

Dr Panna Lai Bhatia, 38, Rajindra Park, New Delhi — (Delhi- 
Union Territory) — Nitrogen Gas (Bye-Product) —3,80,000 cm 

- (NA). 

M/s Cryogenic & Welding Engineers, 497/1, Bhola Nath 
Nagar, Shahdara, Delhi — (Lucknow-UP) — Oxygen — 5,25,600 
cm, Acetylene — 90,000 cm —(NU). 

Shri B.B. Balaguruatya, 1-M, Balesurbramanyan Colony, 
Mylaporc, Madras. (Saidapet/Srin-cumbudure — (Chengai- 
pet Distt-Tamil Nadu) — Oxygen — 15,00,000 cm, Acetylene 
2,30,000 cm Nitrogen — 50,000 cm — (NU). 

The Murarka Paint & Varnish Works (P) Ltd, 4-E, B.B.D., 
Bagh (East), Calcutta-1 — (Sodepur-West Bengal) — Synthetic 
Resins, Alkyds, UF & M.F. Resrns) — 600 tonnes — (NA) 

M/s Bihar State Industrial Development Corporation Co, 
Punaichak, Patna-l — (Bihar) — Oxygen — 10,08,000 cm. Acety¬ 
lene — 3,60,000 cm — (NU) 

Shri Asbok Vaishya, Sakat Gandhi Road, Gwalior-2 — 
(Morena-MP) — Oxygen — 4,50,000 cm, Acetylene — 1,00,000 
cm 

Shri Surinder Vasudeva, c/o M/s Lakshmi Modem Gases, 
109-A, Model Town Yamuna Nagar, Ambala — (Jagadhri- 

Ambala-Haryana) —Oxygn gas — 12,00,000 cubic meters 

-(NU) 

M/s Punjab State Industrial Development Corporation, 
United Commercial Bank Bldg, (3rd Fllor), Sector-17-B, Chandi¬ 
garh — (Ludhiana-Punjab) — Oxygen gas — 7,00,000 cm — 
(NU) 

M/s Govind Roy Oxygen Ltd, Rua Abade Maria, Margao. 
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Goa) - (Murgno-Goa, banian &biu) -- Nitrogen gas ~ 
7,20,000 cm — (NA) 

M/s Th^ Madhya Pradesh Audyogik Vikas Nigam Ltd, 
36 Bhadbhada Road, New Market, Bhopal — (Dcwas-Madhya 
Pradesh) -■ Oxygen Gi*s- 4,50,000 cm -- (NU). 

M/s Anami Saran Engineers /p) ’ td, 14, Industrial Estate, 
Patna-13 Oxvgen gas -■ 7,20,000 cm. Acetylene — 1,80,000 
cm —(NU). 

M/s Anand Machine Tools Lid, 35 s Haquiqat Road, 
Jullundur Cant I - - (Gurgaon-Haryana) — Oxygen gas - - 
14,00,000 cm, Acetylene ■ - 2,00,000 cm - (NU). 

Shri H.S. Mamik, c/o M/s Bbakra Oxygen (Proposed), 29, 
Industrial Aica, Chandigarh-2 • (Naya Nangal-Punjab) -• 
Oxygen Gas -- 0.432 mill cubic meters - - (NU). 

Dr Panna Lai Bhatia, 38, Rajindra Park, New Delhi-60 — 
(Delhi-Union Territory) ■ Acetylene Gas-2,00,000 cubic me¬ 
ters . - (NA). 

M/s Madras Oxygen & Acetylene Co Ltd, 6, Saradambal 
Street, Madras Colony, T-Nngar, Madras-17 — iCoimbalore- 
Tamil Nadu) — Nitrogen Gas-1,08,000 cubic meters • - (SL). 

The Fertilizer Corpn of India Ltd, F-43, South Exln. Area 
Part-I. New Delhi -- (Gorakhpur-UP) — Argon Gas — 2,88,000 
cm * - (NA). 

Shri CP. Ranga, (M/s Dhaminjay Oxygen (P) Ltd -- Pro¬ 
posed), D-309, Defence Colony, New Delhi—(Gurgaon-Haryana) 
yana) — Oxygen gas — 4,50,000 cm. Acetylene —- 1.00,000 cm 

— (NU) 

The Standard Mills Co Ltd, Chemical Division, Mafatlul- 
Housc, Backbay Reclamation, Bombay-20 — (Bombay-Maha- 
rashtra) - ■ Caustic Soda —86,650 tonnes (SE). 

The Mettur Chemical A. Industrial Corpn. Ltd, Mettur 
Dam-2, Salem District -« (Mettur Dam -Tamil Nadu) — Caustic 
Soda - 62,700 tonnes - (Sl. : ). 

Drugs ami Pharmaceuticals 

M/s Suhrid Gcigv Ltd, PO Box No 48, Wadi Wadi, Baroda, 

— (Baroda-Gujarat) — L'unprenc -2 tonnes (180 lakhs nos 
capsules) — iNA). 

M/s Standard Pharmaceuticals Ltd, 67, Dr Suresh Sarkar 
Rond, Calcutta 14 ■ - (Seraiuporc-West Bengal - Penicillin 

— 10 nuu • <SI : ). 

Textiles 

M/s New Jchnngir Vakil Mills Co 1 td. Palace Road, Bhuv- 
nagar — (Bhavnugai-Gujaral) - Cotton Cloth -*100 automatic 
looms of indigenous make - - /St). 

M/s Elgin Mills Co Ltd, Kanpur - (Kanpur-UP) — Terry 
Towelling Cloth - 48 looms of indigenous make. — (SE). 

The Secretary, Gmcinmcnl oflripma, Deptt, of Industries, 
A gar tala (Tripura) - (Tiipuia) — Jute Mill with 200 looms for 
the manufacture of Sacking and pack sheets — 13,872 tonnes 

(NU). 

Paper A Pulp 

M/s Premier Paper Mills Ltd, Vaswani Mansions, 120, Din- 
shaw Vacliha Road, Bombay-20 — (Roha-Maharashtra) 
(Furidubad Haryana) (a) Speciality paper— 1,000 tonnes p.a. 
jRoha ( Maharashtra )- Base Filter Paper ■- 1,000 tonnes pa, 
(b) FciridahaJ ( Haryana) - -For impregnating the base filter paper 
manufactured at Roha (Maharashtra) i.c ■— 1,000 tonnes — 
(NU). 

Industrial Machinery 

M/s Tata Chemicals Ltd, Bombay House, Bruce Street, Fort, 


Bombay — (Mithapur-Gujarat) Complete Soda Ash Plant — 

1 No with a capacity of—400 tonnes of soda ash per day.—(NA). 

Fermentation Industries 

M/s Koolaire Pvt Ltd, 44, Janpath, New Delhi — (Hydera- 
bad-Andhra Pradesh)— Sparkling Wine — 11,250 KL — (NU). 

Cosmetics & Toilet Preparations 

M/s The Calcutta Chemical Co Ltd, 35, Panditia Road, Cal¬ 
cutta-29. — (Calcutta -West Bengal) — Toilet Soaps — 5,440 
tonnes — (SE). 

Leather A Leather Goods 

M/s Light Leathers Pvt Ltd, 47, Theeruneermalai Road, 
Chrompet, Madras. — (Madras-Tamil Nadu) — J. Suedes- 
lining glaze kids upholstery, garment leathers printed leather, 
etc — 15 lakh sq. ft after expn, 2. Leather garments — 4000 nos 

— - (SF/NA). 

Ceramics 

Shri C.K. Kajriwal, A/404, Wcstend Colony, New Delhi-21 

— (Uttar Pradesh) — Ceramic Floor & Wall Tiles of sizes above 
4* x 4* only — 5,000 tonnes per annum, — (NU). 

Cement and Gypsum Products 

The Cement Corpn of India Ltd, ‘Herald House’, 5-1, Baha¬ 
dur Shah Zafar Marg, New Delhi. — (Tandur -Andhra Pradesh) 

— Portland Cement — 4 lakh tonnes — (NU) — do — (Adila- 
bad-Andhra Pradesh) — Portland Cement — 4 lakh tonnes — 
(NU). — do — (Yerraguntala-Andhra Pradesh) — Portland 
Cement — 4 lakh tonnes — (NU). 

Change in Names (Owners or Undertakings) 

(Information pertains to particular licences) 

From Shri Harkishan L. Poorswami c/o M/s United Oxygen 
Co (P) Ltd, Poona-4 to M/s United Oxygen Co Pvt Ltd; from M/s 
India Dyechem Indstries Pvt Ltd, Delhi, and M/s Idco Dyestuffs 
Ltd, Delhi to M/s Indoco Dyes — Chemicals Pvt Ltd.; from M/s 
Dimapur Roller Flour, to M/s Dimapur Roller Flour Mills Pvt 
Ltd.; from M/s Assam Indl. Dev Corpn Ltd. to M/s Assam 
Petro-Chemicals Ltd.; from M/s Kamlapati Motilal Sugar Mills, 
Kanpur, to M/s K.M. Sugar Mills Pvt Ltd, Faizabad.; from M/s 
New Field Engg Company, Baroda. to M/s New Field Industrial 
Equipment Pvt Ltd.; fiom M/s Shree Hariprasad Durgaprasad 
Laskari, Ahmedabad. to The Bechardas Spg. & Wvg. Mills Co 
Lid; Ahmedabad 

Letters of Intent Revoked, Rejected, Cancelled, 
Lapsed, Treated es Withdrawn etc. 

M/s Braithwaite & Co (India) Ltd; Hide Road, Calcutta-43— 
Slag Saddle Cars. 

M/s Metro Wood & Engg Works Pvt Ltd; Ahmedabad— 
(Not indicated). 

M/s Indo-Berolina Industries Pvt Ltd; Bombay.—(!) Ejector; 
(II) Dairy Machinery. 

M/s Olympus Refrigeration & Engg Corpn, Mangalore- 
Domestic Refrigerators. 

M/s Chase Bright Steel Ltd; Bombay.—Bright Nuts & Bolts 
tjes, etc. 

Sri Lakshmi Saras wati Textiles (Ami) Pvt Ltd; Madras.— 
Cotton Yam. 
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COMPANY MEETING; 



The Vazir Sultan 
Tobacco Company Ltd. 


Speech by the Chairman, Mr. A.M. LAL, at the 
forty-third annual general meeting of the com¬ 
pany, on January 22, 1974, held at their Regis¬ 
tered Office: Azamabad, Hyderabad-500020 
Andhra Pradesh. 


Ladies and Gentlemen* 

I have much pleasure in wel¬ 
coming you to ihc Forty-third 
Annual General Meeting of the 
Company. 



MIL A.M. rAL 

During the year under re¬ 
view. Mr. A.K. Mnkarji, who 
has been the Company's Per¬ 
sonnel Diiector for a number 
pf years, retired from the 
services of the Company and 
subsequently, resigned from 
the Board. His mature think¬ 
ing and wise guidance will be 
missed both at meetings of the 
Board as well as during day-to- 
day operations of the Company. 

1 take this opportunity to place 
on record our deep appreciation 
and sincere thanks for the valu¬ 
able service rendered by him. 

The Report of the Directors 
and the Audited Accounts lor 
the year ended September 30, 
1973, are already in your 
possession and with your per¬ 
mission, 1 will take them as 
read. I now call upon the Se¬ 
cretary of the Company to read 
the Report of the Auditors. 

In the concluding paragraphs 
of my Speech last year, I made 
the point that while your Com¬ 
pany was in very good shape 


our business prospects would 
be conditioned by the environ¬ 
ment in which we function and 
our prosperity by the effect 
of economic pressures "on the 
well-being of the people who 
support us. So let us sec how 
we have fared, and i will start 
by giving you a brief review of 
what has been happening in 
the Cigarette Industry. 

State of the Business 

In the Cigarette Industry over 
the past two decades volume 
has more than trebled at a 
mean growth rate of around 
7% per annum. However, in 
the past three years, the rate of 
growth has fallen below 3% 
per annum, and iUst year the 
Industry suffered a positive 
decline, as volume dipped 8% 
in comparison with the previ¬ 
ous year. This is not surpi ising, 
as the consumer had to bear 
the full brunt of a series of 
excise increases and other infla¬ 
tionary pressures which have 
weakened his purchasing po¬ 
wer. Government, however, 
are sanguine that a growth rate 
of over 10% per annum can 
be obtained and total Industry 
volume is projected to increase 
further by 66% towards the 
end of 1979. In my view, this 
is a highly optimistic projec¬ 
tion which cannot be achieved 
unless the economy picks up 
and there is restraint on fur¬ 
ther excise increases—the excise 
levels arc already one of the 
highest in the world. 

The present per capita con¬ 
sumption of cigarettes in India 
is only 108 per annum, and this 
compares with 240 for Sri 
Lanka, 300 for Pakistan (before 
the liberation of Bangla Desh), 
and 850 for Malaysia, among 
countries in this part of the 
world. In the more affluent 
countries, the figures are 2,500 
for 1T.S.A, and 2,100 each for 
U.K. and Japan. The potential 


on 


for growth is, therefore* consi¬ 
derable, given the right condi- 
tions. What wc can hope for 
now is a more modest rate of 
growth, which is inevitable be¬ 
cause of the annual rise in 
population. If the per capita 
consumption can also be in¬ 
creased, the growth rale will 
be accelerated. 

As mentioned earlier, the 
frequency and extent of taxa¬ 
tion on cigarettes has resulted 
in a chequered career for the 
Industry and a consistent pat¬ 
tern of healthy growth linked 
with a steady increase in Gov¬ 
ernment Revenue, has not 
been brought about. Of all 
tobacco products, cigarettes 
have registered the maximum 
increase in annual duty pay¬ 
ments. In 1952-53 the figure 
was Rs. 12 crores and this rose 
to Rs. 35 crores in 1962-63. 
The next ten years brought steep 
escalation and currently the 
level is Rs. 225 crores. Whereas 
cigarettes account for only 23% 
of the total tobacco used, their 
contribution to the Exchequer 
by way of excise duty payments 
is as much as 79%. On the 
other hand, biris, which con¬ 
sume 28% of the total tobacco, 
account for only 11% of the 
collections through excise duti¬ 
es. So far, the pattern of excise 
levies, while raising the requir¬ 
ed revenues, has pushed the 
Industry to a point where 
diminishing returns are setting 
in. Government is undoubtedly 
aware of this problem and early 
rationalisation and removal of 
anomalies are bound to benefit 
the National Exchequer and 
the Industry as a whole. 

Because of substantial differ¬ 
ences in income levels, the 
Cigarette industry in India, 
unlike in other countries, has 
to make products available over 
a wide-ranging price spectrum. 
The impact of taxation has 
over the years altered the 
brand/pricc "‘mix'’ considerably. 
Consumer expectations of qua¬ 
lity remain high but are not 
matched by the ability to pay 
because of a weakening in pur¬ 
chasing power. Over the past 
ten years the average price per 
thousand cigarettes paid by 
the consumer has risen by 
165%. Excise duties have taken 
an ever increasing share of the 
consumer rupee and the net 


price increase by the manufac¬ 
turers, exclusive of duties, has 
gone up by 60%. Hitherto, the 
Industry was able to absorb 
most of the inflationary costs 
because of a higher rate of 
growth in the past. Now that 
the growth rate is seriously 
affected, manufacturers cannot 
afford to do so and this merely 
serves to highlight, once again, 
the need to restore the Industry 
to a state of well-being and sus¬ 
tained growth. 

The changes in the brand/ 
price “mix” mentioned earlier 
have accelerated the phenome¬ 
non of down-trading by con¬ 
sumers and currently the de¬ 
mand for cigarettes has clus¬ 
tered around the 50 P (for 10 
cigarettes) price and to a lesser 
extent the Rupee One (for 10 
cigarettes) price. To-day, the 
50 P (and bclowl price group 
accounts for almost 60% of the 
total market and unless radi¬ 
cally altered by future taxation, 
this coagulation is likely to con¬ 
tinue to the detriment of the 
Government Revenue. We, as 
a Company, are fortunate in 
that the bulk of our products 
are placed in this convenient 
and expanding price group and 
currently we hold over 40% of 
this important market segment. 
Overall, our share of the total 
maket has consistently remain¬ 
ed around 25% and with the 
inherent strength of our “Char- 
niinar*’, wc are confident that 
wc will be able to maintain 
our position in an expanding 
market. 

Economic Situation 

It is good to be optimistic, but 
no one can ignore the economic 
situation and its impact on the 
rate of development. All of you 
will have observed and expe¬ 
rienced the inflationary effects 
resulting from the insufficiency 
of goods — man made and 
otherwise — and the steady 
erosion in the purchasing power 
of the Rupee. The causes for 
this imbalance are numerous 
and you know as much about 
them as I do. As I speak to you, 
new problems are being creat¬ 
ed by shortages of raw mate¬ 
rials and the energy crisis. The 
Credit Squeeze, while intend¬ 
ed to rcduc* inflationary pres¬ 
sures, will, unfortunately, also 
affect production and employ¬ 
ment. Unless firm action is 
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taken to encourage production 
and control prices, the situa¬ 
tion now developing is .going 
to affect not only business acti¬ 
vities but possibly also our way 
of life. 

The matter of utmost con¬ 
cern to everyone is Inflation, 
and it is only proper that you, 
as shareholders, should be made 
aware of its effects on Com¬ 
pany Costs, 1 am going to give 
you some figures which will 
give you a better insight into 
the dimensions of the problems 
wc have faced during the past 
year and the steps we have taken 
and arc taking to keep them 
under control. 

Effects of inflation on 
Company Costs 

Taking raw materials first, 
the Tobacco wc purchased dur¬ 
ing the year wai 10*7, more 
expensive per kilogram than 
the previous year's crop. In 
spite of the fact that we bought 
an unusually small quantity 
because of a poor harvest 
following the drought, this 10”J 
increase in price over the previ¬ 
ous year has meant a Rs. 25 
lakhs increase m our bill. In 
the case of our industrial raw 
materials, the price increases 
have been even more alarming. 
To give you a few examples, 
we are now paying approxi¬ 
mately 60% more for a kilo¬ 
gram of bourd^thnn we were at 
the beginning of the financial 
year under review. Over the 
same period, the cost of our 
bundling paper has risen by 
35%, corrugated fibreboard 
containers by 30% and poly¬ 
coat cd wi uppers by 45%. 1 hesc 
arc prices fixed in the market¬ 
place, and are entirely beyond 
our control. Ihc costs of ser¬ 
vices and the ancillary goods 
wc require, such as tran>porta- 
tion, coal, interest charges, etc., 
have shown similar rises. This 
is by no means the end of the 
road and we can visualise lur- 
Mu i pressures due to the infla¬ 
tionary spual. 

The second maioi problem 
has been the availability of raw 
mulct inis, even at these en¬ 
hanced prices. While resource 
fulness on the part of our Pur¬ 
chasing Department and our 
cordial relations with our Sup¬ 
pliers have helped us to prevent 
stock-outs, our inventories at 


the year-end were approxi¬ 
mately Rs. 75 lakhs lower than 
they were at the beginning of 
the year. 

We have also had to find 
alternative sources of goods and 
services in many cases. For 
example we have had to use 
road transport instead of the 
railways, and diesel generated 
power instead of the public 
supply to a greater extent than 
in the past, and in each case, 
the alternative has been the 
more expensive one. 

Company's Financial 
Performance 

In the face of these difficulties, 
the necessity to manage our 
finances well has assumed even 
greater importance. We have, 
as in the past, scrutinised all 
areas which have an effect on 
the financial soundness of the 
Company, and redoubled our 
efforts to control wasteful ex¬ 
penditure which would add to 
the current inflationary pres¬ 
sures. This has meant a more 
intensive supervision over casli, 
expenditure on Revenue and 
('apitul Account, inventones 
and investments. Wherever pos¬ 
sible, the attempt has been 
made to cut iosts. 

If you look closely at the 
financial results for the year 
you will agree that we have 
been successful in our attempts. 
Keeping in r.iind that our sales 
have been approximate!v the 
same during the current year as 
in the previous year, the Profit 
& toss Accounts for the two 
years offer a good indication 
of the effects of inflation on thf 
Company. In terms of round 
lakhs, I shall attempt to show 
you that those costs over wlmli 
the Company has direct control 
have not risen significantly over 
the year. Of the increase of 
Rs. 32s lakhs in our cxpendi- 
tuic, Rs. 100 lakhs has been 
absorbed b> increases in the 
cost ol law materials, Rs. 185 
lakhs by higher excise duties 
and Rs. 40 lakhs bv other costs. 
Of this Rs. 40 lakhs, Rs. 15 
lakhs are on account of a Pro¬ 
vision for Retiring Gratuity 
which has been made necessary 
by recent legislation. The re¬ 
maining Rs. 25 lakhs represent 
an increase of Rs. 4 lakhs in 
interest charges, Rs. 11 lakhs in 
the payment of wages and bene¬ 


fits to our employees, and only 
Rs, 10 lakhs in our other costs. 
You will appreciate that this is 
negligible when compared to 
our total costs of Rs. 58.36 
crores. 

As a result of these measures 
and a sound pricing policy, 
there has been an improvement 
in our net profits after tax, 
which is now almost Rs. 90 lakhs. 
In view of the inflationary pres¬ 
sures and the genreral econo¬ 
mic situation, you will agree 
that this is no mean achieve 
ment. Our financial per¬ 
formance, therefore, gives 
the management of your 
Company the confidence to 
embark on new business 
activities as the need arises. 
Future Prospects 

What this amounts to is 
assured growth for your Com¬ 
pany along with growth in 
Industiy Sales, and there i* 
every reason to believe that we 
will continue to do well in the 
cigarette business. However, 
no management worth its name 
can afford to be complacent, 
as growth has no meaning un¬ 
less it is profitable, and profit¬ 
ability can be affected by a 
number ol factors. In planning 
for the future, our objective 
has been to minimise risks, 
seek opportunities and be ready 
with contingency plans to enter 
any commercial activity which 
would strengthen and comple¬ 
ment our mam business. 

To enable us to do so, it was 
necessary to amend the Object 
CJausefsl of the Memoran¬ 
dum of Association, which was 
unanimously approved by 
shareholders al the Extraordi¬ 
nary General Meeting on 
February 26, 1973. I am glad 
to inform you that the High 
Court has confirmed the amend¬ 
ments, and your Company now 
has the freedom to diversify 
into a number of areas of 
manulacturing and trading acti¬ 
vities. A number of project 
studies have been completed, 
and I shall be happy to give 
you more information at the 
appropriate time. 

Exports 

I attach a great deal of im¬ 
portance to earning foreign 
exchange for the country which 
now,, more than ever, is a 
scarce commodity. I am glad 


to say that in our own small 
way we have been successful 
in developing exports. 

The scope for export of 
manufactured cigarettes is limit¬ 
ed because of restrictive import 
barriers, but we now have a 
foot-hold in the Russian Mar¬ 
ket, and our representatives 
have been active in the Gulf 
States and East European coun¬ 
tries. The first Russian order 
was to the value of Rs. 20 
lakhs, and we hope it will be 
repeated. 

Tnsre is also potential for the 
export of non-traditional toba¬ 
ccos that is other than flue- 
cured varieties. Your Company 
has done quite a lot of research 
and pioneering work in the 
development of specific types 
of tobacco which can find buy¬ 
ers in the world market. Tn the 
very first year of operation, we 
were able to export several 
lakhs worth of these varieties. 
For this year, the acreage has 
been enlarged, and we should 
be able to increase our exports 
after the new crops have been 
harvested. 

In addition to cigarettes and 
tobacco, wc have been endeav¬ 
ouring to export other commo¬ 
dities, and I am pleased to in¬ 
form you that arrangements 
have been made to export lea¬ 
ther which, during the current 
year, will be to the value of 
approximately Rs. I lakh per 
month. 

Taken together, our total 
export earnings will, therefore, 
exceed by a substantial amount 
the outflow of foreign exchange 
as Dividends to the overseas 
shareholders. 

By and large, this has been a 
good year, and I am certain in 
ray mind that with the support 
of all whom we serve, your 
Company will be able to face 
with confidence, the problems 
and challenges which lie ahead. 

The Management and all em¬ 
ployees of the Company have 
done a splendid job, and 1 am 
sure you would like me to 
thank them most sincerely for 
their contribution which has 
made possible the results which 
have been achieved. 

NOTE : This does not pur¬ 
port to be a record of the pro¬ 
ceedings of the Annual General 
Meeting. 
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Orissa can offer 
just ‘what so many 

industrialists eagerly 
want. 



A lot more power. 


Orissa has the ideal infrastructure to nurture a new or 
expanding industry. Not the least is an abundance of 
electric power which is supplied at concessional rates for 
as long as five years after the commissioning of a plant. 

Today the potential investor in an industrial project 
in Orissa is offered ready-to-occupy industrial estates and 
developed land on easy lease terms; water at no* profit 
rates; financial incentives and services coupled with a price 
preference on Government purchases. 

Moreover, Orissa offers the advantages of Paradip, the 
port with the deepest draft in the country. An outlet that is 
crucial to the economical export of ores and finished 
industrial products. In this port lies the future of much of 
India's foreign trade. 

So if it's an industry that you wish to set up, Orissa offers 
a lot more than you'd get elsewhere. A sound foundation 
that provides the ideal climate for healthy enterprise. 




Issued by 


INDUSTRIAL PROMOTION AND 
INVESTMENT CORPORATION OF ORISSA LTD. 

35 Satyanagar, Bhubaneswar. 


Orissa—where the scene is set fer indus t rial enterprise 














Sudarsan Trading Company 
Limited 

Registered Office^ CALICUT-673011 

Speech delivered by Maj. Gen. D. C. Mlsra, 
M. C (Retd.) Chairmen, at the Annual General 
Meeting of the Company held at the Conference 
Hall, 'Sudarsan Building', Chakkorathkulum, 
Calicut-673011 on Thursday, the Thirty First day 
of January, 1974 at 3 O’clock in the afternoon. 


Gentlemen, 

It gives me great pleasure to 
welcome you to this Fourteenth 
Annual General Meeting of 
your Company. 

The Report of the Directors 
nnd the Audited Accounts 
have been with you for some 
time and with your approval 
I shall take them as read. 

As you would have gathered 
from the Directors’ Report all 
the units of your Company 
have returned profits. But a 
true measure of their perfor¬ 
mance can be gained only when 
we consider the general econo¬ 
mic situation in the country. 

The year 1973 bore witness 
to the saying that “India's 
economy is a gamble on the 
monsoons”. Droughts and 
floods ravaged vast areas of the 
country, leading to a precipi¬ 
tous decline in farm production. 
Power-shortages became a na¬ 
tion wide problem, with pre¬ 
dictable consequences on in¬ 
dustry. Almost every major 
manufacturing enterprise was 
faced with acute raw material 
H shortages. Even the necessities 
of life became scarce, prices 
soared and discontent and 
unrest were everywhere. 

Of late, however there have 
been indications that the coun¬ 
try has turned the corner. Agri¬ 
culture and industry have be¬ 
gun to rally round and exports 
have registered sharp upward 
spurts. I am sure that we have 
passed through the ordeal by 
fire and that we shall emerge 
from it with our democratic 
institutions and social fabric 
immeasurably strengthened. 

Here I would like to pay a 
tribute to our esteemed Prime 
Minister, Shrimatbi Indira 


Gandhi, and her Government 
for the vision and fortitude 
with which they have dealt 
with the Himalaya^ problems 
that 1973 brought in its wake. 
Timely measures have greatly 
helped agricultural and indust¬ 
rial production to pick up and 
credit restraints have gone a 
long way in arresting the price 
spiral. The Government is 
exhibiting the same initiative 
and vigour in dealing with the 
new crisis we are now confron¬ 
ted with the energy crisis 

A multiplicity of factors have 
led to a phenomenal, ten-fold 
increase in the prices of crude 
oil we import from West Asia. 
The resultant foreign exchange 
drain is something that the 
country will find difficult to 
sustain. But 1 am sure that the 
bilateral negotiations that the 
Government is now conducting 
with leading oil producing 
countries and the cordial re¬ 
lations it has painstakingly 
built up with the Arab world 
will result in a modus vivendi. 

Reverting to our own opera¬ 
tions, the year under review 
saw us outstrip all previous re¬ 
cords despite the generally de¬ 
pressed economic conditions. 
Profits of the Company, after 
providing for depreciation and 
other operating expenses, was 
Rs. 25,29,206/-. 

As you know your Company 
has long been examining the 

S tion of segregating the 
Fund business from its 
other activities. This was partly 
aimed at administrative con¬ 
venience. Jt would also be in 
keeping with the Government’s 
policy of keeping financial 
institutions as exclusive enti¬ 
ties. 


The Directors of your Com¬ 
pany, therefore, promoted a 
separate fully-owned subsi¬ 
diary by name Sudarsan Chits 
(India) Limited, Incorporated 
on February 19, 1973, it com¬ 
menced Chit business in May, 
1973. The wisdom of this move 
was quickly reflected in al- 
round operational improve¬ 
ments. 

Your Directors have for 
some time been devoting most 
of their attention to the ques¬ 
tion of consolidating the posi¬ 
tion of your Company rather 
than expanding its operations. 

A great deal of progress has 
been made in streamlining the 
administrative machinery and 
achieving better management 
control. The number of bran¬ 
ches of the Chit unit now stands 
at 96, stretching from Kerala 
to Kashmir. 

Operating as we are all over 
this vast and sprawling land, 
we are often asked “what is 
a Chit Fund?” You of course 
know that it had its origin in 
Kerala. Bom of the robust 
commonsense of an agrarian 
society, it was based on the 
principle of mutuality. It en¬ 
abled groups of people to pool 
together their surplus resources 
—in money or in kind — to 
help meet the contingencies of 
individual members. Their po¬ 
pularity clearly shows that 
they serve an acutely felt need. 
They encourage savings and 
channelise credit to vital areas 
which fall outside the ambit 
of other financial institutions. 
The “personal touch” is a vital 
feature of the Chit Fund sys¬ 
tem, with the result that there 
is always a very accurate assess¬ 
ment of borrowers capacity to 
use credit for productive pur¬ 
poses. This, rather than the 
ability to put up collateral, is 
more often than not the govern¬ 
ing criterion in assessing credit- 
worthiness. 

1 do not have the slightest 
doubt that Chit Funds will 
play an increasingly useful role 
in the economic and financial 
life of the country. 

Permit me now to report on 
the working of our other acti¬ 
vities. 

Feroke Tile Works: All the 
three factories of this unit are 
functioning satisfactorily. Des¬ 


pite labour problems and acute 
shortages of power, fuel and 
raw material, we have shown a 
profit which is gratifying. The 
soaring costs of the construc¬ 
tion industry and the need to 
find cheaper substitutes for 
traditional building material is 
certain to throw great opportu¬ 
nities in bur way. We are 
planning the production of 
teracotta hollow blocks as , 
substitute for laterite which is 
becoming very expensive. 

Standard Furniture: Despite 
a substantial increase in sales, 
profits of this unit have decli¬ 
ned. This is largely because of 
considerable rise in the cost of 
timber, which is the main raw 
material. Competitive Condi¬ 
tions rule out proportionate 
increase in selling rates to ab¬ 
sorb the high production costs 
which includes a substantial 
increase in wages. 

The nationalization of pri¬ 
vate forests by Kerala Govern¬ 
ment and the stoppage of sup¬ 
plies that ensued compounded 
our difficulties. The Kerala 
Government on our represen¬ 
tation have of late been releas¬ 
ing increased timber quota and 
the situation is easing. 

Another serious production 
constraint is the shortage of 
urea formaldehyde resin, the 
principal bonding agent for 
plywood. A petroleum-based 
product, it has almost dis¬ 
appeared from the market. We 
hope the Government of India 
will be abl; to arrange for 
supplies expeditiously. 

I would like to place on re¬ 
cord my appreciation of the 
constructive and co-operative 
role played by the workers un¬ 
ions in maintaining satisfac¬ 
tory production norms in this 
unit. 

Mylampara Estate: Largely 
because of the exhorbitant costs 
of fertilizer and labour, this 
unit has earned only a nominal 
profit. But the outlook for 
the future appears to be bright. 

The world-wide petroleum 
shortage is almost certain to 
result in the disappearance from 
the market of one of its bye- 
products synthetic rubber which 
is a serious competitor to na¬ 
tural rubber. The demand for 
natural rubber is bound to soar 
as also its price. The invest* 
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| ncnt made in this untt will 
}• eforc long yield rich dividends; 
jj ncidentally rubber is one cont- 
noddy, the production of 
ji tffiich has exceeded plan tar- 
jl ets. 

subsidiary Companies 

Sudarsan International Limi- 

ed: (Hotel Project): We arc 
tappy to report that the first 
>ha$e of the project is nearing 
completion. Dr. Kalaignar M. 
Carunanidhi, Chief Minister of 
Tamil Nadu, has graciously 
tgreed to inaugurate it on Fcb- 
uary 9, Wc request all shiuv- 
tolders to attend the function. 

The llptcl, on completion of 
ts final phase, will have ?JK) 
ooms and all the amenities 
ind services of an ultra-modern 
uxury hotel. With more than 
i hundied thousand foreign 
lourists expected to visit Mad¬ 
ras in 1974, it constitutes a 
timely addition to the tourist 
facilities of the city. 

I would like to express my 
thanks to the Government or 
Tamil Nadu and the union 
Government for all the en¬ 
couragement given to us in 
implementing this project. 

Sudarsan Clay Products Limi¬ 
ted: After your Company ac¬ 
quired the Standard Pottery 
Works at Aiwa ye a comprehen¬ 
sive study of the working of the 
factory was carried out. Steps 
are now being taken to tone up 
its administrative and techni¬ 
cal management, 

I am happy to report that a 
bilateral agreement between 
the management and the wor¬ 
ker's unions of this unit has 
provided for increased pro¬ 
duction norms along with a 
wage revision. 1 wish to place 
on record my appreciation of 
the constructive role played by 
the union leadership in the 
negotiations that led to the 
agreement. Tht'y displayed a 
laudable awareness of the prob¬ 
lems facing the unit and a 
willingness to arrive at work¬ 
able solution. 

Sudarsan Chits (India) Limi¬ 
ted: The Company, set up in 
pursuance of the decision to 
segregate the Chit business 
from our other activities, has 
been doing very well. The in¬ 
creasing turnover reflects ihe 
support and understanding 


extended by our subscribers to 
our effort to give our Chit 
operations a separate corporate 
entity. 

General: 

In the coming year your Di¬ 
rectors will be concentrating 
their energies on consolidating 
and streamlining the varied ac¬ 
tivities of the company 


1973 has altogether been 
a year of great endeavours and 
high fulfillment. credit, for, 
this should gd ' to our Em* 
ployccs, Agents, Staff and 
officers of the company. Jo 
them, I would extend my heart¬ 
felt thanks. 

In closing, 1 would like to 
assure our esteemed constitu¬ 
ents, customers and subscri¬ 


bers that it shall always be our 
endeavour to render them the 
kind, of devoted service wjtfch 
has befcome the hallmark of 
Sudarsan's. 

Mij. Gen. D.C M1SRA 
M.C. (Retd.) 
Calicut, Chairman 

31st January. 1974 
(This does not purport to be 
the proceedings of the meeting). 
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L 3,000 KW. 1.500 VDC 

naturally cooled silicon 
Rectifier Cubicle 
for Traction Substation 

It was only in 1967-68, BHEL took up 
the design, manufacture and development 
of Power Rectifier equipment, based on the 
latest technology, for electrolytic process in metal 
and chemical industries and electric traction. 

Our Rectifier Units upto 40,000 Amperes and upto 1500 
Volts DC are rendering satisfactory service in different parts of 
the country. In January 1973, we commissioned a 90,000 amps 
rectifier equipment at Bombay, which is one of the largest in the world. 
Available in RECTIFORMER or CONVENTIONAL type. Also Thyristor 
Converters for industrial drives, variety of Diode/Thyristor equipments 
for replacement of existing Mercury Arc Rectifiers. 

Enquiries to a 
Rectifier Sales Division, 

BHARAT HEAVY ELECTRICALS LIMITED 

(A Govt, of India Undertaking) 

N«*f.«ife-BB"226 BHOPAL-482021 
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RECORDS 

AN 

STATISTICS 


Industrial 

production: 

1970-73 

\i mi; conference of state 
industries’ ministers held re¬ 
cently in New Delhi, a special 
study was presented by the 
Ministry of industrial Deve¬ 
lopment which reviewed the 
general economic situation, 
with particular reference to 
industrial situation. It spotlight¬ 
ed the areas of failure and the 
ster* taken by the government 
to bring about a balance in the 
economy. It covered the work¬ 
ing of public sector under¬ 
takings, export trade, inflation¬ 
ary trends, general stagnation 
in industry and the measures 
taken by the union ministry 
of Finance to reduce the mone¬ 
tary pressure on the economy. 
The review is given below in 
in full 

The halting growth of 
the economy and the inflation¬ 
ary pressures which have Jed 
to a significent meresase in 
prices over the year highlight 
some of the problems on which 
attention needs to be focussed 
in order to increase the rate 
of growth of the economy in 
general, and of industrial pro¬ 
duction in particular. 
Stagnation 

The calender year 1973 has 
been characterised by stag¬ 
nation in industrial output, 
and partial data available for 
the first half of the year does 
not indicate any significant 
growth in the index of indus¬ 
trial production. This compares 
with an overall growth rate 
of 7,1 per cent in industrial 


production during 1972, in spite 
of difficulties faced by certain 
industries based on agricul¬ 
tural raw materials. During 
the year 1973, severe power 
cuts almost over the. entire 
country have led to faltering 
industrial production. The 
situation has been made 
more difficult by the steep 
increase in prices of imported 
raw materials, particularly of 
almost all non-ferrou? mauls, 
steel, and chamical raw materi¬ 
als. In regard to the latter, 
not only have prices increased 
very sharply, part of the rea¬ 
son being steep increase in 
world oil prices, but, addition¬ 
ally, there have been a serious 
constraint even as to avail¬ 
ability of certain essential raw 
materials. This has affected a 
large number of industries 
which have to depend in im¬ 
ported raw materials. 

Significant growth 

On the plus side, there has 
been a significant growth in 
the output of a large number 
of public sector undertakings, 
especially those manufacturing 
power generating and transmis¬ 
sion equipment (includ¬ 
ing boilers, turbo-generators, 
cables and switch gear), mach¬ 
ine tools, structural, and other 
heavy fabricated materials, and 
a variety of other equipment. 
The Annexes attached to the 
note give detailed figures of 
output not only of major groups 
of industries over the past 
several years, but also of the 
major items of industrial pro¬ 
duction as also the output of 
sonic of the major public sector 
undertakings during the cur¬ 
rent financial year, as compared 
to the corresponding period 
of the last year (Tables 1 to 111). 

Also on the plus side, exports 
have shown a healthy revival, 
and investment trends, at least 


during 1972-73, show continued 
investment interest and an 
increase in the total amount of 
investment outlay both in 
in the public and private sectors. 

World inflationary trends, 
compounded by international 
currency fluctuations, however, 
accentuated the need for 
increasing pace of investment 
in the economy, and for in¬ 
creasing self-reliance in the 
crucial sectors where the Indian 
economy is very largely depend¬ 
ent on imported supplies. This 
applies as much to basic mate¬ 
rials like non-ferrous matals 
and steel as to the production 
of equipment and other materi¬ 
als required for the sustained 
growth of the economy. 

Decline in agricalture 

In the context of declining 
growth rates registered in 
agricultural and industrial pro¬ 
duction, the inflationary trends 
have been accentuated by a 
marked increase in the money 
supply available with the public. 
During the week ended October 
25, 1973, money supply with 
the public reached Rs 9,920 
crorcs as compared to Rs 
8,318 crores on Octover 27, 
1972, registering a rate of 
increases of 19.3 per cent as 
compared with the rale of 
increase of 11.7 per cent record¬ 
ed during the preceding year. 
Shortages on the supply side 
have therefore, been made more 
acute by a sharp expansion in 
the demand for a wide range 
of goods and services. 
A number of vital items 
such as steel, coal, cement, 
automobile tyres, papers, 
sugar and vanaspati appear to 
be no longer freely available 
in adequate quantities and at 
reasonable prices. These deve¬ 
lopments highlight the need for 
increased investment to over¬ 
come these constraints, by 
stopping up the production of 
essential items and to provide 
for the expansion of basic 
infrastructure facilities such 
as transport and power. 

The general stagnation in 
output may be traced to u 
longer-term factor, namely, 
the decline noticed in the pace 
of development outlays during 
the period 1965-66 to 1969-70, 
which came down to as low as 
four per cent per annum. The 


results of the slowing down ii 
investment outlay have nov 
become visible with the erner 
gcnce of capacity constraint 
and a declining output in kej 
sectors of the economy. Fortu 
nalcly. during the years 1970-7 
to 1972-73, the ratio of invest 
men! to net national incomt 
has risen to a little over 1. 
per cent. Only a sustained 
programme of growth oricntci 
investment can help to remove 
some of the existing bottleneck- 
in production even though i 
will necessarily be some tinu 
before some of the project 
now takenup can be expcctei 
to show results. 

Specific cuts 

The Finance minister ha* 
already announced a specific 
cut in ihc budgets of all govern¬ 
ment departments with a 
view to reducing government 
expenditure by as much a* 
Rs 400 crores. During the 
1972-73 busy season, the Re¬ 
serve Bank of India introduced 
a number of credit curbs with 
the intention of placing de¬ 
finite limits on borrowings 
from the Reserve Bank, and 
on credit---deposit i*atios oi 
commercial banks. On Novem¬ 
ber 16. 1973, the Reserve 
Bank of India announced the 
credit policy for the 1973-74 
busy season and placed a 
further set of curbs intended to 
secure ‘maximum possible 
monetary restraint'. The mini¬ 
mum lending rate for bank ad¬ 
vances against most commodi¬ 
ties covered by selected credit 
controls, including sugar, vege¬ 
table oils and seeds, cotton 
and textile yarn and 'fabrics, 
has been increased from 12 to 
13 per cent. The increase 
in the lending rate has been 
combined with tighter margins 
on bank advances and has been 
extended to export credit, bill 
finance and borrowings by 
commercial banks from the 
Reserve Bank. While these 
efforts of austerity and credit 
restraint will certainly help in 
making the best of an admit¬ 
tedly difficult situation, the 
real thrust in curbing the 
spiralling price rise must neces¬ 
sarily come from higher output 
and maximum productivity. 

Fortunately, there are 
prospects of a good agri¬ 
cultural output, and prospects 


EASTERN ECONOMIST 


243 


FEBRUARY 8,1974 


,jj*f industrial production^ in 
respect of agriculture based 
industries like sugar, textiles, 
; ute and vanaspati are signifi¬ 
cantly for the second half of 
f |973*74, and more particularly 
j; for the year 1074. 

|:j But increasing shortages 
pave recently come up in res- 
! Sect of certain basic items like 
l;j?oal, pig iron, and aluminium 
r ind the pace of growth of 
Engineering industries would 
[( depend on the availability of 
4he$e vital materials. The fullest 
use of production capacity, and 
■ the maximisation of the output 
of these industries* as also of 
*iteel and non-lcrrous metals 
from existing production faci¬ 
lities—is, therefore, an essential 
trequirement for the rapid 
^growth of industrial production 
land industrial exports during 
(the coming year. 

I A detailed review of industrial 
Iproduction—based on avail¬ 
able statistics for large and 
(medium industries -is given 
i in the succeeding paragraphs. 

ftade\ of Industrial Production, 

1 1972 

\ 

5 The general index of indus¬ 
trial production at 199.4 per 
, for the year 1972 registered an 
encouraging increase of 7.1 
, per cent over the previous 
year us computed with the mo¬ 
dest increase of three per cent 
recorded in 1971 over 1970 
(Tabic h p. 245). 

An analysis of the 1972 


index of industrial production 
by industrial groups and sub¬ 
groups indicates that all major 
groups recorded encouraging 
production increase, namely, 
‘electricity generated’ nine per 
cent, ‘mining and quarrying' 
seven percent and “manufac¬ 
turing’ seven per cent. The 
major growth-leaders in the 
group “manufacturing* were as 
given in table below: 

As compared with the pre¬ 
vious year, there has been an 
evident production revival in 
respect of certain key areas 
such as cotton textiles, basic 
metal industries, non-electrical 
machinery and transport equip¬ 
ment, mainly due to a re¬ 
organisation of production 
facilities, increased raw material 
supplies and a full order book 
The relative stagnation in the 
output of paper and petroleum 
refinery products can be ascrib¬ 
ed in part to capacity cons¬ 
traints and a shortage of raw 
materials. 

Index of Industrial Production 
1973 (Jan-April) 

The official index lor the 
first four months of 1973 
(Jitn-Apr) stands at 198.3 show¬ 
ing a decline of ft. 2 per cent as 
against an increase of seven per 
cent registered during the cor¬ 
responding period of 1972 
(Table 1). The major group 
‘electricity generated' register¬ 
ed a steep decline in production 
(—8.1 per cent), the group 
‘mining and quarrying' recorded 
a marginal increase f+2.3 per 


Manuacturc of Chemicals 

-i-16.2% 

Transport equipment 

-i-9- 

.. Non metallic minerals 

•1 «.5% 

„ Leather & fur product 


,, Textiles 

-•-8.0% 

„ Non-electrical niachincrv 

4-8.0% 

„ „ Basic metal industries 

•1-8.0% 

,. Electrical machinery 

•1-7.5% 

„ Rubber products 

4-6.0",, 


The major areas of concern where production levels had either 
declined or had just been maintained include: 


Manufacture of F ootwear --*10.0",; 

„ Bevarage & tobacco - -4.6'/ w 

„ Wood & cork 2.9",, 

„ „ Paper and paper products J-0.2 0 ^ 

___ „ Petroleum refiner) products - j-0. 


cent), while ..ynoottc^ 

facturing' hrntairtw almost 
static (+0,4 pfcr ‘tifntfc :• 

'v; v V ( r < . - '% f ■ - 

N.B. Provisional data have 
been received which sets the 
general index of industrial 
production at 191.8 for the 
month of May, 1973, and 
indicates a growth rate of 
*H>.3 per cent for the first five 
months of 1973 (Jan*May). 

The relative stagnation in ihc 
group ‘manufacturing’ can ,bc 
traced back to a balancing of 
production increases in certain 
groups with a decline in the 
production of other groups. 
Thus, there have been produc¬ 
tion increases in respect of 
leather and fur products 
(4-24.8 per cent), metal pro¬ 
ducts ( [-14.2 per cent), non¬ 
electrical machinery ( j-13.8 pei 
cent) and transport equipment 
(+12.9 per cent). Oil the other 
hand, there has been a decline 
in textile manufactures (—4.6 
per cent), which has been parti¬ 
cularly marked in the case of 
jute textiles. Other areas of 
declining production include 
rubber products (-10.7 per 
cent), paper products (—10.2 
per cent) and petroleum refinery 
products f—4.8 per cent). Re¬ 
latively static conditions prevail 
in the production of chemicals, 
lion-metallic minerals, basic 
metal industries and electrical 
machinery. 

Production of Selected Indus¬ 
tries, 1973 (Jan-Julv) 

While data on the official 
index arc available only upio 
April, 1973. provisional pro¬ 
duction data are available for 
150 selected industries for the 
period Jan-Julv, 1973 (Table II, 
p. 246). 

Industries that have record¬ 
ed creditable increases in pro¬ 
duction fsav above 20 per cent) 
include sugar, chrome tanned 
hides, synthetic detergents, vat 
dyes, solubilized vats, coated 
abrasives, copper ingots, trans¬ 
mission towers, light and me¬ 
dium structural, bright bars, 
tractors, road rollers, boilers, 
lifts, power driven pumps, ce¬ 
ment machinery, tea machinery, 
dairy machinery, gas cylinders, 
power transformers, commer- 


vlndtistrjes that e (cocked 
appreciable increases in, pro¬ 
duction (ranging between JO to 
20 per cent) include' coal, 
phospbatic fertilizers, paints, 
optical bleaching agent?*, lead, 
electric mbtbrs, electric lamps, 
VIR & J?VC cables and tfires, 
scooters, ihrite-wliedfcrs, and 
bicycles. 

Industries that have record¬ 
ed an evident decline in pro¬ 
duction include manganese 
ore, flour milling, vanaspati 
cotton yarn and cloth, jute 
manufactures, rubber footwear, 
automobile and bicycles tyres 
and tubes, caustic soda, soda 
ash, calcium carbide, nitrogen¬ 
ous fertilizers, soap, glycerine, 
cement, sheet glass, semi-finish¬ 
ed steel, aluminium ingots, zinc, 
heavy structural, machine 
screws, typewriters, air condi¬ 
tioners, sugar mac hinery, paper 
machinery, dry cells, radio 
receivers, aluminium conduc¬ 
tors, plywood, newsprint, and 
paper and paper hoard. 

Industrial Licensing and 
Investment 

The total number of Indus¬ 
trial Licences and Letters of 
Intent issued during the current 
>ear is indicated below, toge¬ 
ther with the figures for the 
corresponding period of last 
vear. and for the full 'ears 
from 1968 : 



Year 

Letters of 

’Tear 

licences 

Intent 


issued 

issued 

1968 

222 

158 

1969 

22l 

331 

1970 

363 

438 

1971 

626 

1015 

! 972 

563 

877 

1973 



(Jan-Aug) 

294 

485 

Jan-Aug. 



1972 

370 

637 


With the available data it is 
difficult to make an estimate of 
investment in the private sector 
during 1972-73. However, it 
would appear from the assise- 
lance disbursed by term- 
lending institutions as also from 
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capital raised by non-govern¬ 
ment companies that there was 
invetment activity during 
1972*73. 

The number of new compa¬ 
nies registered has increased 
of late as follows: 


Year 

No. of new Com¬ 
panies registered 

1968-69 

1151 

1969-70 

1510 

1970-71 

1927 

1971-72 

2530 

1972-73* 

2859 


♦Provisional. 


The table alongside gives 
some indicators of investment 
activity over a !6hger period: 

It will be seen from the above 
figures that while the capital 
raised by non-government 
companies had been stagnant 
during the four years upto 1971, 
the preliminary data for 1972 
indicated a welcome improve¬ 
ment, the amount of capital 
raised increasing from Rs. 87.4 
crores in 1971 to Rs. 123.1 
crores in 1972. Assistance dis¬ 
bursed by term lending institu¬ 
tions also maintained its tempo 
during 1972-73 when it 


amounted to Rs 192 crores as compared to Rs 16? crores in 
the preceding year. 

_(Rs. crores) 


Year 

Capital raised 
by non-govt. 
Cos. 

(Calender year) 

CG/HEP 
licences issued 
(April-March) 

Assistance 
disbursed by 
all term 
financial 
institutions* 
(April-March) 

1968-69 

94,6 

93.8 

85 

1969-70 

95.6 

73.2 

111 

1970-71 

89.4 

127.1 

133 

1971-72 

87.4 

252.2 

163 

1972-73 (P) 

123.1 

268.1 

192 


P-Preliminary. 

’“Source: Annual Report of the 1DBI, 1972-73. 


Table 1 

Index Numbers of Industrial Production1970,1971,1972, & 1973 (Jan.-April) 


(Bases: I960*-100) 


SI. Groups 

No. 

Weight 

1970 

1971 

1972 

Jan—April 

1972 1973 

Percentage change in 

1971 1972 Jan.-April 

1973 

1970 1971 Jan.-April 

1972 

1 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

General Index (crude) 

100.00 

180.8 

186.1 

199.4 

198.7 

198.3 

+3.0 

+7.1 

—0.2 

I. Fleet generated 

5.37 

334.0 

358.5 

390.7 

392.8 

360.3 

+2.3 

+9-0 

—8.1 

11. Mining and quarrying 

9.72 

149.0 

153.4 

164.2 

167.9 

171.7 

+3.0 

+7.0 

+2.3 

HI. Manufacturing 

84.91 

174.8 

178.9 

191.4 

189.9 

191.1 

-1-2.3 

+ 7.0 

+0.6 

1. Food manufacturing 

12.09 

157.6 

157.6 

162.6 

153.9 

157.6 

+0.1 

+3.2 

+2.3 

2. Beverages and tobacco 

2.22 

170.1 

182.5 

174.1 

176.2 

171.6 

+0.7 

—4.6 

-2.6 

3. Textile manufacture 

27.06 

109.7 

106.0 

114.5 

111.0 

105.9 

—3.4 

+8.0 

-4.6 

(i) Cotton textiles 

21.18 

111.8 

105.2 

112.6 

108.9 

103.8 

—5.9 

+7.0 

—4.7 

(ii) Jute textiles 

3.97 

85.1 

94.7 

96.8 

103.5 

90.7 

+11.3 

-1-2.2 

—12.4 

4. Footwear manufacture 

0.21 

161.3 

168.1 

150.8 

162.8 

165.9 

+4.2 

—10.0 

—4.2 

5. Wood & cork manufacture 

0.80 

198.7 

224.1 

217.7 

232.0 

155.2 

413.0 

—2.9 

—33.1 

6. Paper and paper products 

1.61 

216.5 

225.7 

226.1 

248.2 

218.5 

+4.2 

+0.2 

—10.2 

7. Leather & fur products 

0.42 

65.3 

55.3 

59.9 

54.4 

67.9 

—15.4 

+8.3 

+24.8 

8. Rubber products 

2.22 

215.7 

241.8 

256.0 

256.6 

229.2 

-1-12.1 

+6.0 

10.7 

9. Manufacture of chemicals 

7.26 

236.5 

252.7 

293.7 

306.3 

314.0 

+7.0 

+16.2 

4-2.5 

10. Petroleum refinery products 

1.34 

297.3 

316.9 

317.2 

319.4 

304.0 

+6.6 

+0.1 

—4.8 

11. Non-metallic minerals 

3.85 

189.1 

207.6 

225.2 

214.3 

217.1 

+9.8 

+8.5 

+1.3 

12. Basic metal industries 

7.36 

205.5 

208.6 

225.3 

230.7 

231.0 

+1.5 

+8.0 

+0.1 

13. Manufacture of metal products 2.51 

14. Manufacture of non- 

219.0 

234.4 

242.7 

232.7 

265.7 

+7.0 

+3.5 

+44.2 

electrical machinery 

3.38 

369.5 

373.2 

402.7 

391.3 

445.2 

+ 1.0 

+8.0 

+13.8 

15, Electrical machinery 

3.06 

362.7 

404.8 

435.0 

435.3 

427.3 

■f 11.4 

+7.5 

—1.8 

16. Transport equipment 

7.77 

132.0 

122.1 

133.5 

134.6 

152.0 

—7.5 

+9 .‘3 

-1-12.9 

17. Miscellaneous, industries 

1.23 

120.0 

144.0 

86.5 

79.5 

31.3 

—5.0 

—24.2 

t 

•—60.6 


Source : Central Statistical Organisation. 
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Table II 

Production of Selected Industries During 1971,1972 and Jauuary-July, 1973 (Prov,) 


S. 

No. Industry 


1. Coal (incl. lignite) 

2. Iron ore 

3. Manganese ore 


4. Flour milling 

5. Sugar 

6. Vanaspati 

7. Salt 

8. Tea 

9. Biscuits 

10. Infant milk food 


11. Cotton yarn 

12. Colton cloth (mill-made) 

13. Jute manufactures 


14. Western type 

15. Indigenous type 


16. Chrome tanned hides 

17. Vegetable tanned hides 


18. Cork sheets 

19. Cork discs 

20. Cork stoppers 


Umt 


Production during 


Percentage change in 

1971 

1972 

January— 

■July 

1972 

January-July ’73 


1972 

1973 

1971 

January-Juiy ’72 

3 

4 

5 

6 

7 

8 


9 


Mining & Quarrying 






Th. Tonnes 

73,257 

77,838 

42,858 

47,754 

+6.3 

+11.4 


33,930 

35,190 

20,190 

21,034 

+3.7 

+4.2 


1,804 

1,670 

991 

904 

—9.7 

- 

-8.2 


Food Manufacturing Industries 






2,526 

2,834 

1,697 

1,424 

4-12.2 

— 

16.1 


3.668 

3,432 

2,209 

2,635 

—6.4 

+21.5 

Th. Quinta] 

5,848 

6,043 

3,534 

2,607 

+3.3 

— 

26.2 

Th. Tonnes 

5,426 

6,517 

5,338 

5,747 

+20.1 

- 

-7.7 

M. Kgs. 

428 

450 

197 

204 

+5.1 

- 

43-6 

Tonnes 

64,556 

68,430 

38,890 

36,572 

+6.0 

- 

-6.0 


16,497 

20,531 

12,153 

13,924 

•1-24.5 

+14.6 



Textiles 






Mill. Kg. 

881 

972 

557 

532 

+ 10.3 

— 

-4.5 

Mill. Mtrs. 

3,957 

4,245 

2,461 

2,354 

-1-7.3 

-4.3 

Th. Tonnes 

1,221 

1,256 

755 

667 

4-2.9 

— 

11.8 


Manufacture of Footwear (Leather) 





Th. Pairs 

8,350 

8,997 

4,578 

4,250 

+7.7 

_ 

-7.2 


7,627 

7,499 

4,329 

4,064 

—1.7 

- 

•6.1 


Manufacture of Leather & Hide Products 





Th. Nos. 

1,136 

1,428 

757 

1,339 

+25.7 

4- 

76.9 


962 

999 

472 

369 

+3.8 


21.8 


Manufacture of Wood & Cork 





Th. Sq. 

1,246 

1.300 

806 

696 

+4.3 

_ 

13.6 

Mill. Nos. 

933 

815 

424 

498 

—12.6 

+17.5 


217 

144 

83 

80 

—33.7 

- 

-3.6 


Rubber Products 


21. Rubber foot wear 

22. Tyres—Automobile 

23. Tyres—Bicycle 

24. Tyres—tractor 

25. Tubes—-automobile 

26. Tubes—bicycle 

27. Tubes—tractor 

28. Latex foam sponge 

29. Water proof fabrices 


Th. Pairs 44,633 

Th. Nos. 4,200 

20,664 
229 
4,035 
13,455 
221 

Tonnes 1,189 

Th. Metres 3,096 


42,621 

25,580 

4,396 

2,562 

21,813 

13,292 

280 

161 

4,230 

2,565 

14,402 

8,685 

255 

144 

1,090 

708 

3,742 

2,201 


Chemical & Chemical Products 


30. Sulphuric acid Th. Tonnes 

31. Caustic soda 

32. Soda ash 

33. Chlorine (liquid) 

34. Bleaching powder Tonnes 

35. Bichromates 

36. Calcium carbide 

37. Oxygen gas Th.Cub. Metre 

38. Acetylene gas 

34. Polystyrene moulding powder ’’ 

40. PVC sheeting (unsupperted) ,, 

41. Nitrogenous fertilizers(N) Th. Tonnes 

42. Phosphatic fertilizcrs(P s 0 4 ) „ 


1,280 

1,302 

728 

377 

391 

255 

479 

486 

289 

162 

137 

84 

16,718 

18,831 

10,284 

7,490 

8,324 

4,569 

69,516 

68,800 

41,651 

54,137 

60,067 

34,344 

6,222 

6,338 

3,764 

10,969 

12,773 

6,961 

7,288 

7,575 

3,840 

889 

*1,101 

3,631 

265 

325 

178 


20,187 —4.5 

2,412 4-4.7 

10,086 4-5.6 

154 4-22.3 

2,342 | 5.3 

6,810 4-7.0 

149 -fl5.4 

601 —8.3 

1,375 4-20.9 


729.7 4-1.7 

242 -4-3.7 

268 -{-1.1 
79 [-15.4 

10,151 +12. 

4.703(E) 11 

34,468 —1.0 

35,000(E) +11.0 
4.000(E) +6.7 
5,028 +16.4 

4,050 +3.9 

576(E) +23.8 
200(E) +22,6 


— 20.1 
—5.9 
--24.1 
—4.3 
—8.7 
— 21.6 
+3.5 
—15.1 
—37.5 


4-0.1 

-7.6 

-7.3 

4 - 6.0 

—1.3 

-2.9 

—17.2 

+1.9 

+6.3 

4-19.1 

+5.5 

—8.7 

+12.4 

(Cantd.) 
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Production of Selected Industrial During 1971,1972 and .January-Juiy, 197.1 (Prov.) -(Conul.) 


1 2 

3 

4 

5 

6 

7 

8 

9 

43. Paints & varnishes 

Tonnes 

67,995 

69,015 

37,236 

42,463 

| 1.5 

+ 14.0 

44. Zinc oxide 

M 

5,408 

5,001 

2,891 

2,712 

- -7.5 

—6.2 

45. Penicillin 

MMU 

224 

230 

144 

142 

1 2.7 

•1.4 

46. Vitamin ‘A’ 


42 

50 

29 

30 

-1-19.0 

(-3.4 

47. Soap 

Th. Tonnes 

263 

284 

179 

136 

-f-8.0 

—24.0 

48. Glycerine (rectified) 

Tonnes 

9,507 

9,549 

5 y 815 

4,279 

4-0.4 

—26.4 

49. Synthetic detergents 


53,661 

61,818 

34,513 

41,507 

4-15.8 

1-26.3 

50. Matches 

Bill. Sticks 

232 

218 

137 

119 

- -6.0 

— 18.1 

51. Vat dyes 

Th. Kg. 

1,008 

1,095 

587 

742 

1-8.6 

-1-26.4 

52. Stabilised azoics 

261 

240 

134 

83 

- -8.0 

—38.0 

53. Solubilised vats. 


124 

124 

57 

69 


1-21.1 

54. Azo dyes 

M 

2,431 

2,35! 

13,07 

1,403 

4-3.3 

-1 7.4 

55. Sulphur black 


1.345 

1,589 

848 

908 

418.1 

—7.1 

56. Naphthol 


1,257 

1,327 

766 

768 

4-5.6 

- 0.8 

57. Optical bleaching agents 

Th. Kg. 

778 

823 

410 

488 

4-5.9 

-f 19.0 

58. BHC(tcch) 

Tonnes 

16,249 

17,462 

10,578 

10,624 

■| 7.5 

-1-0.4 

59. Glue 


2,720 

3.387 

1,848 

1,007 

4 -24.5 

—45.5 

60. Cement 

Th. Tonnes 

Non-Metallic Mineral Products 

14,331 15,785 9,300 

8,407 

4-5.7 

-9.6 

61. AC products 

-do- 

390 

390 

220 

218 


-0.9 

62. Glazed tiles 

Tonnes 

20,696 

25,427 

14,315 

15,253 

4-22.9 

4-6.6 

63. Refractories 

Th. tonnes 

807 

8 to 

465 

412(H) 

f 0.4 

— 11.4 

64. Sheet glass 

Mill. Sq. Mtrs. 

16.5 

18.7 

11.3 

7.8 

4 13.3 

—30.0 

65. Sanitary-ware 

Tonnes 

14,392 

16,490 

9,452 

10,025(11) 

1-14.6 

+6.1 

66. HT insulators 

-do- 

17,017 

24,447 

14,361 

13,640(E) 

-| 43.7 

—5.0 

67. LT insulators 

-do- 

1,454 

1,293 

840 

618(E) 

- ■ 16.3 

-26.4 

68. Coated abrasives 

Th. Reams 

204 

198 

101 

124(F) 

- 3.0 

-1 22.8 

69. Grinding wheels 

Tonnes 

6,928 

6,340 

3,889 

4,104(E) 

—8.5 

I 5.5 

70. Pig Iron 

Th. tonnes 

Basic Metal Products 

6,693 7,059 

4,015 

3,970(F) 

4-5.5 

--•61.1 

71. Finished steel 


4,50,3 

4,947 

2,809 

2,770(F) 

•| 9.9 

—1.4 

72. Semi-iinishcd steel 


1,035 

890 

527 

370(F) 

— 14.0 

—29.8 

73. Aluminium ingots 

>» 

178 

179 

106 

89(E) 

4-0.1 

--16.0 

74. Aluminium sheets & circles Tonnes 

46,509 

51,027 

28,538 

30,501 

•j 9.7 

4-6.9 

75. Aluminium pipes & tubes 

*9 

12,923 

12,687 

7,387 

6,069 

■ -1.8 

—17.8 

76. Aluminium foils 


5,094 

5,503 

3,2C0 

3,284 

-1 8.0 

f-2.6 

77. Copper ingots 


9,554 

10,264 

4,474 

6,470 

-| 7.4 

4-44.6 

78. Lead 

SS 

1,540 

2,740 

1,519 

1,672 

4-78.0 

+10.1 

79. Zinc 


21,214 

25.227 

14,392 

9,391 

4 19.0 

—47.5 

80. Antimony 

** 

605 

894 

548 

229 

1-47.8 

-58.2 

81. Coal 

Kgs. 

3,656 

3,290 

1,981 

1,825 

- 10.0 

- 7.9 

82. Steel pipes & tubes 

Th. tonnes 

219 

322 

196 

208 

+47.0 

4-6.1 

83. Steel castings 

Tonnes 

54,301 

70,564 

38,136 

38,002 

30.0 

—0.4 

84. Electrical steel sheets 

Th. tonnes 

28 

33 

19 

17 

— 17.9 

— 10.6 

85. Transmission towers 

Tonnes 

57,767 

53,726 

36,978 

46,699 

-7.0 

1 26.3 

86. Light & medium 
structural 


61,451 

60,336 

37,973 

47,363(E) 

- 1.8 

+24.7 

87. Heavy structural 


42,759 

53,092 

32,911 

28,817(F) 

1 24 2 

—12.5 

88. Wood screws 

Mill. Nos. 

1,522 

1,465 

785 

858 

-13.8 

—9.3 

89. Machine screws 


597 

728 

528 

334 

4 22.0 

-■36.7 

90. Bolts, nuts, rivets etc. 

Tonnes 

26,373 

27,918 

14,785 

15,797(E) 

4-5.9 

—6.8 

91. Razor blades 

Milt. Nos. 

676 

1,087 

611 

585 

4-60.8 

-4.3 

92. Hurricane lanterns 


3.05 

3.28 

2.10 

1.27(E) 

4-7.5 

--38.5 

93. Crown corks 

Tonnes 

1.395 

1,193 

727 

682(E) 

-14.5 

—6.2 

94. Bright bars 

51,741 

53,419 

31,814 

38,359 

4-3.2 

+20.5 

95. Steel wire ropes 

» 

19,672 

19,297 

10,884 

10,557(E) 

—1.9 

. —3.5 

96. Tractors 

Nos. 

Non-Electrical Machinery 
16,545 18,301 

9,928 

13,622 

4-10.6 

+37.2 


(Crntd.) 
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1 


9 


Production of Selected Industries During 1971, 1972 and January-July, 1973 (Pro v.)-~(Coiud.) 

1 2 

3 

4 

5 

6 

7 


8 

97. Road rollers 


336 

740 

349 

796 

+120.2 

98. Diesel engines (veh.) 

»» 

Rs Lakhs 

2,579 

1,882 

1,293 

1,261 

- 

-27.0 

99. Boilers (total) 

4,092 

5,215 

3,147 

3,848 

+27.4 

100. Lifts 

Nos. 

575 

575 

240 

298 


__ 

101. Cranes (other thanmobile) Tonnes 

7,101 

10,417 

7,230 

6.706(E) 

+46.7 

102. Power driven pumps 

Th. Nos. 

245 

278 

129 

189 

- 

1-13.5 

103. Ball & roller bearings 

104. Machine tools (total) 

-rio- 

Rs. lakhs 

21,789 

21,548 

12,530 

13,587 


—3.0 

105. Sewing machines 

Th. Nos. 

329 

319 

1% 

182 


—3.0 

106. Typewriters 

Nos. 

43,358 

41,971 

26,116 

20,666 


—3.2 

107. Room air conditioners 

Nos. 

22,252 

21,527 

16,597 

11,382 


—3.3 

108. Domestic refrigerators 

Nos. 

87,071 

92,308 

53,818 

56,496 


-4-6.0 

109. * Welding electrodes 

110. Conveyors & wagons 

Mill. mtrs. 

329 

391 

229 

209 

+ 18.8 

tipplers 

Rs lakhs 

1,109 

1,200 

691 

756 


+8.2 

111. Cement mill machinery 

-do- 

327 

221 

108 

337 


-32.5 

112. Sugar mill machinery 

-do- 

1,635 

1,909 

1,081 

953 

- 

f 16.8 

113. Tea processing machinery 

-do- 

101 

127 

74 

103 

-4-25.7 

114. Molding machinery 

-do- 

292 

317 

204 

204 


1 8.6 

115. Dairy machinery 

116. Chemical & pharmaceu¬ 

-do- 

247 

376 

185 

292 


4-8.4 

tical machinery 

-do- 

2,016 

2,616 

1,589 

1,654 

+29 8 

117. Pulp & paper machinery 

-do- 

535 

619 

382 

279 

1 

-16.0 

118. Drilling equipment 

-do- 

176 

268 

141 

136 

4 52.3 

119. Gas cylinders 

-do- 

377 

Electrical 

421 

Machinery 

227 

284 

•I 

11.7 

120. Power transformers 

Th. KVA 

8,534 

9,363 

4,956 

6,082 


1 9.7 

121. Electric motors 

Th. HP 

2,330 

2,857 

1,540 

1,830 

4-22.6 

122. Storage batteries 

Th. nos. 

1,139 

1,107 

666 

699 


--2.8 

123. Dry cells 

Mill. Nos. 

578 

637 

378 

325 

-1 

-10.2 

124. Electric lamps (Gl S) 

Th. nos. 

110,579 

127,890 

63,539 

69,886(F.) 

4-15.7 

125. Fluorescent lubes 

-do- 

10,567 

12,354 

7,148 

5.972(E) 


—2.8 

126. Electric fans 

-do- 

1,959 

2,289 

1,392 

1,220 


1-16.8 

127. Radio receivers 

-do- 

1,982 

2,909 

1,146 

800(E) 

447.8 

328. House service meters 

129. Conductors 

-do- 

2,203 

1,298 

810 

426 


41.1 

(i) rare copper 

Tonnes 

823 

926 

353 

507 


(-12.5 

130. (iil aluminium 

-do- 

75,722 

80,442 

47,753 

36,527 


-| 6.2 

131. Winding wires 

-do- 

19,407 

18,261 

10,853 

11,352 


- 15.9 

132. VIR &PVC 

133. Paper insulated, power 

Mill. mtrs. 

514 

687 

398 

457(E) +33.7 

cables 

K. mtrs. 

2,205 2,718 

Transport Equipment 

1,482 

1,386 

*; 

1-23.3 

134. Automobiles (total) 

Nos. 

91,243 

90,094 

49,757 

54,950 


—1.3 

135. (i) Cars 

Nos. 

39,325 

40,003 

24,450 

25,215 


-1-1.8 

136. (ii) Jeeps etc. 

Nos. 

11,053 

12,589 

7,200 

7,774 

- 

4-14.0 

137. (iii) Commercial Vehicles 

Nos. 

40,865 

37,466 

18,107 

21,961 


—8.3 

138. Motorcycles 

Nos. 

39,780 

47,557 

28,673 

28,994 

- 

1-19.6 

139. Scooters 

Nos. 

67,212 

64,731 

42,100 

46,994 


-•-3.7 

140, Mopeds 

Nos. 

14,113 

21,608 

12,203 

12,308 


5,351 

141. Three-wheelers 

Nos. 

6,146 

9,790 

5.721 

6,959 


459.3 

142. Bicycles (complete) 

Th. Nos. 

1,825 

2,273 

1,286 

1,458 


-24.5 

143. Railway wagons 

Nos. 

7,454 

9,050 

5,103 

5.087(E) 

- 

-21.4 

144. Shipbuilding & repairing Rs lakhs 

962 1,160 

Miscellaneous Industries 

682 

957 


-10.6 

145. Paper & paper board 

Th. Tonnes 

781 

804 

471 

400 


+2.9 

146. Newsprini 

Tonnes 

40,081 

47,048 

24,674 

22,443 

- 

f-17.4 

147. Plywood tcachcsts 

Th. Sq. Mtrs 

5,209 

3,166 

2,075 

875 

* 

-30.7 

148, Plywood commercial 

-do- 

22,591 

27,844 

15,791 

7,185 

4-23.3 

149. Cigarettes 

Mill. Nos. 

65,779 

62,080 

36,161 

34,293 


—5.6 

150. Products 

Th. Tonnes 

18,210 

68,229 

10,531 

10,330 


+4). 1 

P—Provisional. 

E—Partially estimated. 







+128.1 

—2.5 

+22.3 

+24.2 

—7.2 

+46.5 

+8.0 

-4.2 

—20.9 

—31.4 

+5.0 

—8.7 


+9.4 

+212.0 

— 11.8 

+39.2 


•| 57.4 

-1-4.1 

—27.0 

—3.5 

•1-25.1 


+ 22 . 

- 1 - 18 . 

- 12 . 

— 14. 


1 -". 

- 16. 
—5. 

- 30. 

- 47. 


+43. 

—23. 


+4. 

+14. 


—6. 


—f— JO. 

ft 

+ 21 . 

+ 1 . 

+n. 

—f-O. 
+18. 
+13. 
— 0 . 
+40. 


—15.1 

—9.0 

—53.8 

—54.5 

—5.2 
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Tablb III 

Output of Public Sector Undertakings During April-October, 1973 


Name of undertaking 

Unit 

Prodution during 
April-Oct., April-Oct, 

1972 1973 

Percentage 
change in 
April-Oct, 
1972 

April-Oct, 

1973 

1 

2 

3 

4 

5 

Ministry of Industrial Development 





1. Cement Corporation of India Ltd 

1h. Tonne** 

127 

182 

-1-43.3 

2. Hindustan Cables Ltd 

Rs Lakhs 

464.30 

668.00 (E) 

I 43,9 

3. Hindustan Photo Films Ltd 

Rs Lakhs 

268.05 

281.44 

-f-5.0 

4. Instrumentation Ltd. 


183.07 

160.81 

14.5 

5. National Instruments l.ld 


38.30 

150.00(E) 

i 291.6 

6. NEPA (Newsprint) Ltd. 

Tonnes 

2465.3 

24573 

•0.3 

Ministry of Heavy Industry 





1. Bharat Heavy Electrical Ltd. 

Rs Lakhs 

4128.00 

6733.00 

-63.1 

(a) High Pressure Boiler Plant, Tiruchi 


2160.00 

3397.00 

•t-57.3 

(b) Heavy Electrical Plant, Hardwar 


996.00 

1686.00 

-69.3 

(c) Heavy Power Eq. Plant, Hyderabad 


863.00 

1500,00 

+73.8 

(d) Switch Gear Plant, Hyderabad 


109.00 

150.00 

1-37.6 

2 Heavy Electrical (India) Lid. 


1838.00 

2735.00 

48.8 

3. Hindustan Machine Tools 





(a) Machine Tools (Total) 


902.37 

1103.00 

--22.2 

(b) Watch Factory 

Th. Numbers 

19.3 

223 

- -15.5 

4. Machine Tools Corpn. of India 

Rs Lakhs 

47.54 

53.26 

- 12.0 

5. Bharat Heavy Plate & Vessels Ltd 

»» 

300.73 

388.94 

- 29.3 

6. Heavy Engg. Corpn. Ltd. 





(a) Heavy Machine Building Plant 

>» 

2027.00 

1800.00 

11.7 

(b) Foundry J orge Plant 

TV 

582.00 

771.00 

-( 32.5 

<c) Heavy Machine Tools Plant 

VI 

53.00 

57.00 

•1-7.5 

7. Mining & Allied Machinery Corporation ltd 

. '* 

493.00 

607.00 

1-23.1 

X. Triveni Structural Ltd 


178.29 

250.01 

| -40.8 

9. Tungabhadra Steel Products 


103.99 

128,02 

423.1 

Ministry of Steels & Mines 





1. Hindustan Steel Ltd. (Saleable Steel) 

l h. Tonnes 

983.1 

967.7 

-1.6 

(a) Bhilai 

V* 

240.5 

199.5 

17.0 

(b) Durgapur 


329.2 

397.6 

j 20.8 

(c) Rourkcla 

Vv 

329.2 

398.6 

-(-20.8 

(d) I ISCo 

»v 

176.4 

204.4 

-1-21.5 

<c) TISCO 


812.6 

663.2 

-18.3 

2. Bailadila (Iron Ore) 


2180 

2294 

f-5.2 

, 3. Kiriburu (Iron Ore) 

„ 

343 

410 

•(-19.5 

4. Manganese Ore Ltd. 


180 

168 

—6.7 

3. Bharat Cooking Coal Ltd. 





(a) Coking Coal 

v V 

5809 

5298 

-8.8 

(b) Non-Coaking Coal 

?v 

1481 

3298 

-f-122.7 

(c) Hard Coke 

*v 

693 

820 

-[ 18.3 

(d) Soft Coke 

»v 

113 

616 

-445.1 

Department of Communications 





1. Hindustan Teleprinters Ltd 

Nos. 

3694 

3233 

-12.5 

2. India Telephone Industries 





(a) Strowger teleprinters 

»v 

40350 

102271 

j 153.5 

(b) Exchange lines 

v» 

46155 

50400 

-1-9.2 

(c) Transmission equipment-terminal units 

V* 

3506 

4222 

•j 20.4 

(d) Equivalent line units 


4253 „ 

1196 

-71.9 

(e) Cross-bar equivalent linc/selector frames 

v> 

17385 

15036 

—13.5 

(f) Equivalent lines,''relay frames 

»? 

39192 

36701 

-6.4 
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Output of Public Sector Undertaking Doting April-October 1973— (could.) 

I '2 3 4 ' 5 


Ministry of Petroleum ft Chemicals: 





A. Crude Petroleum 

Oil & Natural Gas Commission 

Th. Tonne 

2406 

2339 

—2.8 

B. Petroleum Refinery Products 

(i) Indian Oil Corporation Ltd 

Th. Tonnes 

4225 

4150 

—1.8 

(ii) Madras Refineries Ltd 

** 

1643 

1547 

—5.8 

(iii) Cochin Refineries Ltd 

J* 

13% 

1188 

—14.9 

C. Chemical Additives 

Lubrizol Inin Ltd. 

Tonnes 

4031 

3395 

—15.8 

D. Fertilizers 

(a) Nitrogenous (N) (Total 

Th. Tonnes 

258.1 

301.5 

+16.8 

(b> Phosphatic (P a O <v ) (Total * 

»» 

49.4 

64.4 

-1-30.4 

1. Fertilizer Corporation of India Ltd. 

ta) Nitrogenous (N) 

m # 

151.7 

153.5 

+ 1.2 

(b) Phosphatic (PgOs) 


20.9 

14.0 

—28.7 

2, Fertilizers & C hemicals Travancore Ltd 

(a) Nitrogenous (N) 


13.2 

23.0 

+74.0 

(h) Phosphatic (PiA) 

3: Madras fertilizers 1 td 


3.9 

9.4 

+ 141.0 

(a) Nitrogenous (N) 


25.0 

86.8 

+62.2 

(b) Phosphatic (P a OJ 


53.5 

40.1 

-{ tO.4 

4. Hindustan Steel Ltd 

Nitrogenous (N) 

■m 

27.4 

28.6 

J 4.4 

5. Neyveli Lignite Corpn. Ltd. 

Nitrogenous t N ) 


12.5 

9,6 

~ 23.2 

Drugs Sc Pharmaceuticals; 

1. Hindustan Antibiotics Ltd 

(a) Penicillin 

MNJ 

47.4 

43.48 

-7.6 

(b) Streptomycin 

Kgs. 

39373 

41089 " 

• j-4.4 

2. Indian Drugs & Pharmeccuticais Ltd 

(a) Penicillin 

MMU 

22.43 

2.99 

--86.7 

ib) Streptomycin 

?* 

12.51 

17.09 

+36.6 

(c) Tetracyclin 

Th. Kgs 

10.43 

15.55 

+48.2 

td) Sulpha Drugs 

„ 

413 

414 

+0.2 

{$) Vitamin B. 1 


17080 

15030 

—12.0 

if) Vitamin B. 2 

.. 

955 

600 

—37.2 

(g) Nicolinomids 

- 

3567 

6715 

+88.2 

Pesticides & (meticides 

Hindustan Insecticides Ltd. 

(a) DDT 

£ Tonnes 

2010 

2039 

+1.4 

(b) BHC (Tech) 


11% 

785 

—34.4 

Petrochemicals 

Indian Petrochemicals Corpn. Ltd 

DMT 

Organic Chemicals 


Nil 

3799 

• « , 

Hindustan Organic Chemicals Ltd 


10984 

14865 

+35.4 

Pyrites 

* Th. Tonnes 

18.9 

18.9 

• m 


E’“Estimated 
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Business 


Businessmen arb internationalists by ins¬ 
tinct although they may be nationalists 
frequently by necessity. The merit, of 
organizations such as the Confederation of Asian Chambers of Commerce and Industry 
<CACCI) is that its members, while making a virtue of this necessity, coutd also give full 
play to the businessman's basic instinct for international understanding and coopera¬ 
tion. The fifth conference of the CACCI held in Mew Delhi earlier this month under the 
chairmanship of its outgoing president, Mr Takashi Rinoiye of Japan, chose the theme, 
“Asian Prosperity through Mutual Cooperation”, which chimed in neatly with the 
legitimate aspirations and purposes of its members. 


eastern 
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It Was entirely appropriate that the discussion should have been overseen by 
a distinguished representative of the business community of Japan since much of the 
industrialization or other aspects of economic progress which quite a few countries 
of the south-east Asian regions have achieved are consequence as well as a response to 
Japan's own startling economic growth within a period of some twenty-five exciting 
years into a manufacturing and trading super power. This has undoubtedly given to 
the Japanese economy a position of great influence or even overpowering authority over 
the further course of economic development in many south-east Asian countries, but 
it is equally clear that Japan will have to pay a price for this accession of status. Vio¬ 
lent student demonstrations or other expressions of protest staged against the prime 
minister of Japan, when he recently visited some of its Asian neighbours, particularly 
Thailand and Indonesia, suggest that a climate will have to be created for a proper 
undemanding of the contribution the Japanese business community could and should 
make to Asian prosperity, especially in the Pacific region, to be positively understood 
and appreciated. This of course is a delicate and difficult issue and the CACCI at it 
New Delhi meeting seems to have fought shy of addressing itself to the task of dotting 
the Ts or crossing the ‘t's of it. 


This is a pity because, after all, it is international gatherings of the business com¬ 
munity which arc really qualified to take stock of such situations and analyse their im¬ 
plications constructively so that the basic foundation for business cooperation across 
nations may be well and truly laid by educating the people of different countries 
to comprehend the useful role of international business. Incidentally, today it is Japa¬ 
nese business which has become an issue in the national or nationalist politics of some 
of the south-east Asian countries, but other countries such as India, which is engaging 
itseir in joint industrial collaborations in some of the south-east Asian countries, or 
Australia, which seems to be in a position to do so on a considerable scale in due course, 
also clearly face the possibility of similar confrontations as and when their business¬ 
men start playing substantial roles on the south-east Asian scene. 


Failure on the Foodgrains Front 257 
Jute Politics .. 258 

Maximising Sugar Production 259 

Points of View 

Inflationary Impact of Public Debt 
Policy - - L.G. B ipot .. .. 261 

Assessment of Hindu Undivided 
Families -- Anil Kumar Jain .. 266 

Window on the World 


European Community and the Kent 
of the World — Jossleyn Hcnnessy 

270 

The Resurgent Dollar—-F..B. Brook 

273 

Sri Lanka's Share of Sorrow 


- Hurdev Singh 

.. 274 

Oil Impact on Japanese Economy 

— Sumitomo Bank Review 

.. 275, 

Moving Finger 

277 


Businessmen's collaboration on a plank of "Asian Prosperity through Mutual 
Cooperation" involves, besides the promotion of a favourable climate of public opinion 
in the countries of the region, the definition and determination of effective working re¬ 
lations with national governments in the area. This becomes particularly important 
in terms of the varying socio-economic ideologies or altitudes or different national 
governments and, more important still, the extent to which there is an effective partner¬ 
ship of government and business in particular countries. Japan of course is well-placed 
in this respect since business and government in that country seem to have reached an 
optimum level of mutual understanding and pooling of ideas and resources. In most 
other countries of the region the relations that obtain between government and business 
are less than perfect. Against this background it would have been not only permissible 
but desirable for the CACCI meeting to have corns out with its own declaration of basic 
principles. 

Once again, however, an important issue was not fully brought out into the open 
and faced squarely. As a matter of fact, among the various national delegations which 
made statements at the inaugural session of the conference, only Australia’s spokesman 
chose to come forward with a candid observation that Australian business stood by 
the private enterprise principle and was very definitely in favour of government restric¬ 
tions on business being kept down to the minimum. It is of course fairly widely known 
that in their own country, leaders of Australian business or commerce are having a 
running dialogue with their Labour government on this question. 

The CACCI meeting naturally encouraged, an airing of views on Asian integration. 

Birla, in a statement mode on behalf of the Indian delegation, suggested no 


Trade Winds 

Airlines’ Woes; US Textile Machi¬ 
nery Mission; CACCI Meet; 
Norwegian Assistance; Tariff 
Preferences by Australia; Aid 
from France; Indo-Frcnch Colla¬ 
boration; Exports to Soviet 
Union; Soviet Experts; African 
Currency Float; Import-Export 
Bank. .. 278-281 

Company Affairs 

Sudarsan Trading; Chloride In¬ 
dia; Vazir Sultan; American 
Express; News and Notes; New 
Issues; Capital and Bonus Issues; 
Dividends; Licences and Letters 
of Intent .. 282-290 

Records and Statistics 
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less* than an “Asian plan” which would 
coordinate investment programmes and 
aim at promoting greatcr^intra^regional 
trade, technology transfers and arrange¬ 
ments for technical training, joint 
ventures and adequate infrastructure 
facilities or assets such as transport, 
communications, tourism and con¬ 
sultancy services. In the communi¬ 
que issued at the conclusion of the con¬ 
ference it was disclosed that CACCI would 
initiate in the coming year several studies 
some of which would concern themselves 
with the objectives outlined by Mr Birla. 
The communique also stated that CACTI 
would study the feasibility of regional co¬ 
operation in dealing with major problems 
inhibiting shipping facilities for Asian 
commerce and undertake to maintain 
close liaison with the P.CAFT Centie for 
Shipping Information and Advisory Ser¬ 
vices. It also came out firmly in favour 
of a uniform and universally acceptable 
code of conduct for liner conferences, 
particularly in respect ol freight rates. 
Quite obviously, tlie Asian region could 
develop adequate muscle for promoting 
these piogrammes or purposes only li the 
littoral states among I hem could build 
up their own shipping substantially. 
Thanks to their burgeoning oil revenues, 
some of the we‘*t Asian countries may be 
in a position to add to 1 licit shipping ton¬ 
nage even spcctaculai ly, particularly where 
oil tankers arc concerned. Japan's great 
shipbuilding indust ly will no doubt parti¬ 
cipate prominently in this development, 
but it should also be posible for Japanese 
shipbuilders and other Asian countries 
to come together at the same time for 
securing an all-round growth in Asain 
shipping tonnage. 

The communique, in one of its less 
pragmatic and more unguaided moments, 
spoke of “an Asian luitfer slock of food- 
grains for reducing fluctuations m dilfe- 
rent countries from time to time." I leic 
it allowed itself to go in pursuit of a very 
wild hare started by the union I inance 
minister, Mr Y.B. t’luivan, in Ins address 
at a luncheon meeting of the conference. 
Politicians, or even (he technical experts 
who write speeches for them, arc pci haps 
not expected to give close thought to what 
they say provided vvliat they aie saying 
has a chance of sounding impressive on 
plntfoints or looking important in the 
public pi inis, but the hardened business¬ 
men of C ACTI should certainly have been 
more circumspect. Asian countries, col¬ 
lectively, are just not surplus in foodgrains. 
So fat as Australia, which is a participant 
in the CACTI, is concerned, it is certainly 
a substantial exporter of wheat, but a 
good part of its grain exports has been 
traditionally going to the United King¬ 
dom. It is difficult to envisage Australia 
cutting off this trade in order to spare 


grain for an Asian buffer stock and even 
otherwise, Japan and Australia have firm¬ 
ly-established arrangements where Ja¬ 
pan's appreciable grain deficit is being 
met by imports from Australia. It is one 
thing — and quite a sensible proposition 
loo to urge Asian countries to increase 
grain production collectively and indivi¬ 
dually as well as promote intra-rcgional 
trade in foodgrains to their common ad¬ 
vantage; it is quite a different matter - 
and quixotic in the extreme - to talk 
of an Asian buffer slock of foodgrains 
which, on the face of it, is a wildly im¬ 
possible thing. 

It was not only Mr Oman's contribu¬ 
tion to the CACTI conference that could 
be faulted for it*, irrelevance. Mr D.P. 
Dhar, who spoke at the inaugural session, 
chose this occasion, for no obvious rea¬ 
son, to defend Indian planning and parti¬ 
cularly the diafl fifth Plan. Not that the 
Planning niinistci has no cause to be on 
the defensive; only, the CACTI itself was 
clearly not interested in the mysterious 
ways in which Yojana Bhavan moves its 
wonders to pet form. Incidentally, Mr 
Dhar, after mentioning with pride India 
having installed a capacity of 10.6 million 
tonnes of steel ingots, seemed to remind 
himself just in time that there were Japa¬ 
nese businessmen in the audience. He 
added rather lamely that this was of course 


‘piffle’ in comparison with the growth of 
the Japanese jrtecl industry.. Since Indisfs 
steel performance iV\ lit Mr Dhar's own 
words, ‘piffle/ why did he have to mention 
it at all in the first instance? 

Finally, judging from the studies or 
other programmes outlined for CACCJ, 
its new president, Mr F.R.G. Strickland ,of 
Australia, should indeed he a busy man in, 
the coming year. Indian businessmen such 
as Mr Charat Ram have been playing a 
considerable part in the evolution of this 
organization and Mr D.C. Kothari, as 
one of the new vice-presidents, may be 
relied upon to extend this participation in¬ 
to a tradition. Mr Charat Ram suggested 
during the press conference on the CACCI 
communique that large political move¬ 
ments vveie taking place in many Asian 
countries and Asian businessmen and or¬ 
ganizations would therefore have to pick 
their way carefully and sec that by their 
conduct and performance they strengthen 
constructive trends towards regional co¬ 
operation. CACCI is a young organiza¬ 
tion and much of its further growth would 
depend on the ability ol its leaders to cul¬ 
tivate a climate of understanding between 
the Asian business community on the one 
hand and the various national communi¬ 
ties of the region on the other, particularly 
the political aclivitisis in the younger 
generation. 




Microfilm Edition of Eastern Economist 


EASTERN ECONOMIST, for the benefit of its readers, both at 
home and abroad, has made arrangements with University Microfilms 
of Ann Arbor, Michigan, USA, for the latter undertaking the reproduc¬ 
tion of Eastern Economist on microfilm and through xerographic 
| copies. 

J This arrangement covers for the present back issues of Eastern | 

Economi t starting from January 1971. The question of including Issues 
from earlier years in this arrangement is under consideration. 

University Microfilms will be sending the relevant literature to 
prospective microfilm subscribers. It is believed that this service 
will be of particular interest and value to libraries, business houses, 
firms, government offices and other institutions which may find it useful 
to maintain files of Eastern Economist for record and referenca. , . £ 

Prospective microfilm subscribers may address thair enquiries to: 
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Failure on the 
foodgrains 
front 

The recent riots in different cities of 
Gujarat and Maharashtra have pointedly 
drawn attention to the reduced availabi¬ 
lity of foodgrains and the failure of the 
authorities m these states to work out 
an equitable system of distribution. The 
obsession of the ruling Congress party 
with the forthcoming elections in Uttar 
Pradesh and the diversion of large quan¬ 
tities of foodgrains to this state seem to 
have starved other states but there is no 
doubt that domestic production plus im¬ 
ports of cereals and pulses during the 
past two years have been, for the whole 
country, lower than the total demand. It is 
this imbalance between demand and sup¬ 
ply caused by lower production coupled 
with the hesitation of some of the states 
to part with their surpluses and the exces¬ 
sive diversions to Uttar Pradesh which 
has caused shortages leading to unrest 
among the people in urban areas of the 
above-mentioned states. And it seems 
that this unsatisfactory state of affairs is 
likely to continue for at least another 
two months till the rabi crop starts ar¬ 
riving in the market in March-April. 

The all-time peak in the output of 
foodgrains in 1970-71 at 108.5 million 
tonnes was followed bv a decline to 
104.7 million tonnes in 1971-72 and to 
about 95.0 million tonnes in 1972-73. 
According to reports about the Kharif 
crop received so far and estimates of 
the rabi crop the total production of 
foodgrains this year is likely to.be well 
below the target of the Planning Com¬ 
mission at 115 million tonnes. It follows 
that this country will have to live with 
m the crisis for sometime more as the pros¬ 
pects of the supply of foodgrains in the 
coming months do not seem to be very 
bright. 

It may be recalled that hopes had 
been pinned on the rabi crop last year 
for which a crash programme bad been 
wotted out and implemented. Against 
expectations of wheat production of 30 
million tonnes, actual output had turned 
out to be no more than at 26.5 million 
tonnes. The states of Punjab and Harya¬ 
na which were supposed to throw up 
increased surpluses put up a poor show. 
The procurement of wheat in Punjab at 
2.5 million tonnes was lower than that 
of 3.2 million tonnes in 1972-73 and 2.9 
million tonnes in 1971-72.. Similarly, the 
.procurement of wheat in Haryana was 
*569,000 tonnes only as against 818,000 
tonnes in 1972-73 and 709,000 tonnes in 
1971*72, Consequently, the total pro* 


curement of wheat at 4.4 million 
tonnes in the last rabi season was nearly 
half of the target of the government at 
eight million tonnes. The farmers had 
expected some incentives including an in¬ 
direct increase in the procurement 
price of wheat but official policy in this 
regard remained rigid. The farmers put 
forward the plea—and rightly—that since 
the prices of all consumer goods were 
increasing and even the cost of agricul¬ 
tural inputs was moving up, it was un¬ 
fair to ask them to part with their sur¬ 
plus produce at a fixed price. And they 
tended to retain their surpluses in the 
hope of unloading them in the market 
when the prices rose. 

The failure in the procurement pro¬ 
gramme for wheat was tried to be cove¬ 
red up with expectations of a bumper 
Kharif crop last year. The monsoons last 
year were helpful in the sense that they 
arrived in time and were adequate. The 
government having burnt its fingers in 
the take-over of the wholesale trade of 
wheat, hesitated regarding the nationali¬ 
sation of wholesale trade in rice and 
other grains. With slightly increased 
prices and hopes of a good crop, the 
government expected to procure five mil¬ 
lion tonnes of rice and 1.65 million tonnes 
of coarse grains. So far the procurement 
of rice has reached 2.5 million tonnes 
only with no possibility of hitting the 
target. And there is also no chance of 
achieving the target in relation to coarse 
grains which are being procured for the 
first time. 

The rabi crop this year does not seem 
to be better than last year because of 
the absence of the winter rains and 
stringency in the supply of fertilisers. The 
total output of fertilisers in 1973-74 was 
only marginally higher than that in the 
previous year. For instance, the output 
of nitrogenous fertilisers is expected to 
be around 1.12 million tonnes this year 
as against 1.06 million tonnes in the pre¬ 
ceding year. Similarly, the output of 
phosphatic fertilisers at 330,000 tonnes is 
expected to be almost the same as in 
1972-73. Whatever the reasons for this 
stagnation—and the chief among them 
are labour unrest and power cutsr--the 
fact is that the availability of fertilisers 
would be curtailed due to lower imports 
consequent upon the increased prices ab¬ 
road. It has been estimated by the Na¬ 
tional Council of Applied Economic Re¬ 
search (NCAER) that the supply of fer¬ 
tilisers would be lower by 15 to.20 per 
cent this year than last year and, conse¬ 
quently, “uncertainty and irregularity in 
supply would have reduced the effective¬ 
ness of application. Difficulties about 
seeds are also greater than usual. These 
factors ate bound to affect production.*’ 

According to Mr Fakhruddin Ali 


Ahmed, the union minister for Agricul¬ 
ture, mismanagement on the food front 
largely contributed to the recent distur¬ 
bances in Gujarat. He is reported to 
have said at Varanasi recently that it 
was wrong to say that the centre had 
drastically cut the foodgrains quota of 
Gujarat. During the drought period. 
Gujarat received its normal quota 6f 
foodgrains but as soon as the new crops 
.started reaching the markets in Gujarat, 
the quota was reduced. This had been 
done in the case of all states so as to con¬ 
serve the available stocks to face the lean 
period. Tt is not possible to agree with 
Mr Fakhruddin Ali Ahmed because the 
diversion of foodgrains to IJtlar Pradesh 
has taken place on a large scale and 
confirmation of it is available from re¬ 
ports currently being received from that 
state. In the case of Gujarat, two addi¬ 
tional factors had operated to bring about 
a deepening of the crisis. First, the levy 
policy of the state based on expectations 
of a bumper harvest misfired because the 
farmers declined to part with their grain 
at prices fixed by the government. Second, 
the Food Corporation of India (FCI) fai¬ 
led to provide the state with the necessary 
stocks to overcome the deficit The cen¬ 
tre also failed to bridge the gap for 
some unknown reasons—may be it had 
no ready stocks to move to this state as 
the bulk of its grains had been commit¬ 
ted to Uttar Pradesh. 

The psychology of the consumers in 
regard to the availability of foodgrains 
(and other consumer products) has under¬ 
gone a vital change in recent months, * 
Besides hoarding practised by the farmers 
and the dealers, the consumers have also 
got panicky and are stockpiling what¬ 
ever food supplies can be had either from 
the free market or the fair price shops. 
In such an atmosphere, one good harvest 
alone would not bring about a signifi¬ 
cant change in the outlook of the farmers, 
the dealers and the consumers. It is a 
spell of good harvests extended over three 
to four years which will bring back some 
sanity in the distribution system. The 
fair price shops in the urban areas cater 
for only 15 per cent of the population of 
the country. 'The remaining 85 per cent 
of the people have to depend upon the 
free market. In the ultimate analysis, it 
is the increase in production of foodgrains 
which will relieve the misery of the peo¬ 
ple as possibility of food imports has 
shrunk in view of the sharp increase in 
the import bill for petroleum. 

In the meantime, the state governments 
will have to devote more attention to the 
pattern of distribution of foodgrains. If 
the dealers in foodgrains in any area are 
known to indulge in unfair practices, the 
state governments must take stringent 
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measures against them. The holocaust 
in Gujarat Is stated to be due not a little 
to the machinations of the dealers as 
foodgrains were available in the market 
but at exorbitant prices. Whi'e ti e far¬ 
mers will have to be persuaded to pdrt 
with their surpluses at prices fixed by the 
government, the dealers will have to play 
fair in their own interest. The process of 


Jute politics 

When the agreement on increased wages 
for jute workers was signed on January 
13 this year, hopes were expressed by the 
spokesmen of the government of India 
and the government of West Bengal that it 
would not only avert the threatened strike 
in the industry but would contribute to 
more production and productivity. Dr 
Oopal Das Nag, the Labour minister 
of West Bengal, hailed the settlement as 
“a unique achievement for the workers 
in the century-old history of the jute 
industry”. There was some justification 
for optimism since the agreement was 
signed on behalf of the workers by the 
leaders of the INTUC, the HMS and the 
National Front of Indian Trade Unions 
and it also envisaged substantial increase 
in monetary wages to labour. But the 
fact that since January 14 production in 
most jute mills continues to be severely 
disrupted due to the strike by the workers 
reveals that neither the central nor the 
state government had correctly appreciat¬ 
ed to what extent and in what manner 
the various trade unions have been able 
to dominate the jute workers. The strike 
is estimated to have resulted in a loss of 
production of jute goods exceeding Rs 25 
crores till the end of January, the loss 
in foreign exchange being over Rs 15 
crores. Nevertheless, neither the govern¬ 
ment of India nor that of West Bengal 
seems to show any anxiety or urgency 
to bring about an immediate settlement 
of the strike. 

It may be recalled that it was only in 
May 1972 that a tripartite agreement was 
reached in the jute industry, which bene¬ 
fited workers by Rs 22 crores per year. 
This agreement was to remain in force 
till the end of December 1975. With the 
increase in dearness allowance (DA) in 
November 1973, the gains to workers 
went up to Rs 33 crores. Workers of 
all categories received a flat increase 
of Rs 45.60 in addition to higher DA. 
Apart from monetary benefits, the agree¬ 
ment conferred other advantages on 
workers. The industry agreed to employ 
105 per cent of its working complement 
and offered a scheme to trade unions for 
revising the piece rates provid.ng subs- 


retum to normalcy in the disturbed areas 
might be slow but the state governments 
will have to be vigilant and must not let 
administrative control slip out of their 
hands. The corrective action taken now 
in Gujarat—that of rushing coarse grains 
from Punjab and Haryana—could have 
been taken earlier also if the state govern¬ 
ment had not been complacent. 


tantially increased earnings. This agree¬ 
ment was not allowed to operate smoothly 
due to intcr-union rivalry. 

However, attempts were made through 
the intervention of the central Labour 
minister and his counterpart in West 
Bengal to bring about a settlement which 
was signed in Calcutta on January 13, 
This agreement conferred further benefits 
to workers to the extent of nearly Rs 4.5 
crores per year. For the first time, a 
time-scale was introduced for unskilled 
and semi-skilled time-rated workers. The 
wages of price-raters as well as of the 
other staff were also enhanced and, in 
addition, a sum of Rs 45 was to be given 
to each eligible worker by the end of 
March this year as "settlement money”. 
The minimum wage of jute mill workers 
was Rs 189.40 in February 1972. It 
jumped to Rs 235.00 in August 1972, to 
Rs 245.75 in February 1973 and to 
Rs 252.25 in August. In January this 
year it rose to Rs 263.25. According to 
the Indian Jute Mills Asssociation, the 
DA was expected to increase by more Rs 
16 per month with effect from February 
this year. 

The leaders of the INTUC said that 
it was a matter of "great satisfaction” 
that the management of the jute industry 
had conceded most of their major dem¬ 
ands. They pointed out that the CITU and 
other like-minded unions had been trying 
to mislead the workers through false pro¬ 
paganda and urged them not to be a party 
to "this politically motivated move”. 
However, the leaders of the dissident 
trade unions said that the West Bengal 
Labour minister and the INTUC had 
tried "to stampede them into a bogus 
settlement”. They declared that the 
workers had rejected the agreement and 
that the strike would continue. They 
explained that workers should get an an¬ 
nual bonus of at least 20 per cent and 
more substantial benefits in different 
forms than what was provided in the 
agreement. 

The government of West Bengal, how¬ 
ever, made it clear that it would not like 
to reconsider this agreement. Dr Gopal 
Das Nag said, "The government is firm 
on the matter. The agreement reached 
between a section of the trade unions 
and industry is final. There will be no 


reopening of negotiations 41/ has v beeh 
demanded by the trade unions which have 
stuck to the strike decision*’. Dr Nag 
made this statement on January 14. But 
since then, production in the jute industry 
has been severely disrupted though claims 
and counter-claims are being made by 
the different trade unions regarding the 
number of mills that have been actually 
working. The DMA claimed on February 
1, that “a very large number of jute 
mills in West Bengal went back to pro* 
duction today, majorty with full atten¬ 
dance”. It said that the units which 
worked on February 1, represented 51 
per cent of the industry’s capacity and 
that the number of workers reporting 
for duty was increasing every day. How¬ 
ever, the leftist unions maintain that the 
strike continues to be effective. 

How long is New Delhi going to 
allow this situation to continue? The 
jute industry remains paralysed at a time 
when the country is desperately in need 
of maximising its earnings of foreign 
exchange and the prospects for exports 
have brightened up on account of the 
oil crisis. The price of hessian for 100 
yards has recently increased to Rs 140 
from Rs 115 and that of sacking per 100 
bags from Rs 250 to Rs 300. The 
price of carpet backing has shot up 
to about Rs 5,000 from Rs 4000 per 
tonne in last December. But India’s 
jute industry has been unable to avail 
itself of these favourable factors. If the 
government of India is really serious 
about export promotion, it can hard¬ 
ly afford to remain indifferent to the 
prolonged strike in the jute industry. 
The governments of India and of West 
Bengal should tackle the situation firmly 
and see to it that the jute industry 
resumes normal production and exports. 
Mr J. P. Goenka, the chairman of the 
IJMA, has said that "there is no question 
of any further negotiation and that we 
are prepared to face the crisis evenii 
the strike continues for a year”. But 
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me natfuu "aii'uru 10 ieinuiu cuiu- * 
placent? 

Even if the strike is called off, it seems 
doubtful if the leftist unions will permit 
workers to offer their full cooperation 
in maximising production. Since the 
tripartite agreement was signed in May 
1972, labour productivity in the jute 
industry, far from improving, was report¬ 
ed to have deteriorated. There have 
been instances of frequent labour unrest 
in the jute mills. 

It is also significant to note that 
though in the last three years the jute 
industry has been losing production 
heavily due to power cuts, none of 
the trade unions has expressed any 
concern about it. In 1972 the industry 
lost production to the extent of 42,000 
tonnes valued at about Rs 15 crores due 
to power cuts. In the first ten-and-a- 
half months of 1973, the loss in produc¬ 
tion for the same reason was estimated 
at 58,500 tonnes valued at over Rs 20 
crorcs. A 20 per cent loss in production 
is estimated to result in 15 per cent in¬ 
crease in conversion costs. But the trade 
unions seem to have evinced little interest 
in this problem presumably because the 
power cuts have not directly affected 
workers in any adverse manner. 

The government however should 
ensure that production of the jute indus¬ 
try in the current year does not suffer 
due to power cuts. The industry had 
suggested that the mills should be 
guaranteed uninterruped supply of power 
so as to work all the seven days in a 
week, in addition to a further 40 MW 
of electricity to carry out the minimum 
expansion of capacity. Before the present 
strike, the industry was operating at 80 
per cent of capacity and it was suggested 
that a minimum increase of 15 per cent 
would be possible with seven-day work¬ 
ing. The government of West Bengal 
should take particular interest in the 
welfare of the jute industry in view of its 
crucial role in the state’s economy. 

The government lias always championed 
the cause of workers and cultivators but 
it docs hot seem to appreciate that their 
interests are closely connected with the 
prosperity of the industry. It seems to 
be under the impression that the industry 
has been making huge profits, forgetting 
that, for many years until recently it 
had incurred, in the words of the IJMA, 
“unprecedented losses”. The state 
government has seldom adopted a cons¬ 
tructive approach to the industry’s pro¬ 
blems. On the other hand, it has allowed 
and even encouraged the trade unions 
to play politics with it. For example, 
the state’s Labour minister recently 
presided over a meeting of workers at 


which a resolution was passed demand¬ 
ing nationalisation of the jute industry. 
The present strike has not only caused 
heavy loss of foreign exchange but has 
created uncertainty ih foreign countries 
about our ability to ensure regular supply 
of jute goods. Moreover, the strike is 
bound to make it more difficult for *he 
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among investors and entrepreneurs. The 
persistent power shortage has already 
done much to cripple West Bengal’s 
economy and the present strike has shown 
how even a vital industry such as jute 
can be paralysed by a few unions motivat¬ 
ed mainly by political considerations. 


Maximising 

sugar 

production 

ForTHE first time in the history of the sugar 
industry, there is the prospect of meeting 
the needs of the home market fully and yet 
export sizable quantity on a profitable 
basis. This is because the sugar mills in 
all the principal producing regions arc 
having enough cane supplies and it is 
quite likely that the output of refined sugar 
will constitute an all-time record at 4.5 
million tonnes in the 1973-74 crushing 
season. It was feared some time back 
that a big increase in internal production 
might lead to a repetition of the happen¬ 
ings of 1969-70 when there was an output 
of 4.26 million tonnes and in the absence 
of a high level of internal consumption 
and no large scope for increasing exports, 
there was a heavy accumulation of stocks. 
The government had promised to build 
buffer stocks of one million tonnes. As 
this scheme was not implemented, a deci¬ 
sion was taken to lift completely control 
over prices and distribution. There is, 
however, no likelihood of a re-enactment 
of the happening of 1969-70 as internal 
consumption has risen significantly and 
there is also a worldwide shortage of 
sugar. 

The industry is in a position to earn siz¬ 
able sums in foreign exchange with a 
stepping up of exports to many countries. 
There is no restriction in regard to exports 
as the International Sugar Agreement is 
not in force and quotas are not being allot¬ 
ted. The quotation for sugar in the inter¬ 
national markets has been around £150 per 
tonne in the past few months and even for 
far forward positions there is only a small 
discount at the prevailing price of around 
Rs 3,000 per tonne. The country is thus 
in a position to earn even a profit on ex¬ 
ports. In the past, sugar mills were asked 
to bear the loss on exports as international 
prices were only around £35 per tonne. 
The government was not agreeable to 
bear the subsidy on exports as it was con¬ 
tended that the industry was making siz¬ 
able profits with the pursuance of a policy 
of partial decontrol. It was, therefore, 


suggested that 3.5 per cent out of the quota 
of 70 per cent of production of levy sugar 
should be earmarked for exports and every 
mill should bear the loss sustained on ex¬ 
ports out of this quota. 

The situation now prevailing in the in¬ 
ternational markets is vastly different and 
the government can even agree to part 
with a share of profits that will he made by 
it under the current arrangement relating 
to export. The importance of maximising 
exports and taking a bold decision in re¬ 
gard to determination of their quantum 
have not yet been fully realised. But ex¬ 
port sales arc being ctfectcd on govern¬ 
ment account and sugar mills arc being 
paid only on the basis of levy prices appli¬ 
cable to the regions in which they arc 
located. In the middle of 1973, there 
was some difficulty in increasing exports 
as the authorities had despatched sugar 
from areas where levy prices were the 
lowest and also no large expenditure was 
involved by way of freight charges. It is 
now, however, not necessary to be cautious 
in effecting exports from different regions 
as sugar mills can be paid levy prices even 
on the revised basis as world prices arc at 
record high levels and it is possible to 
earn a profit of even Rs 1,000 per 
tonne, a margin which is not realised even 
on internal sales in the open market. A 
suggestion has, therefore, been made that 
the industry should be allowed to have 
some share of profits with the government 
on export sales. 

What is more important, however, from 
the point of view of the balance of 
payments position, is the institution of 
arrangements which will be helpful in 
exporting at least 8,00,000 tonnes before 
March 1975. This high target may not 
have any depressing effect on world prices 
as the shortage is expected to continue 
for another two years and it is also hoped 
that there will be an increase in consump¬ 
tion in the Middle East and elsewhere. 
The availability of sugar for internal con¬ 
sumption will not also be adversely affec¬ 
ted as the total supplies including the 
carry over of 8,50,000 tonnes from the last 
season will be as much 5.35 million tonnes. 

It is, of course, assumed that the out¬ 
put for the current season will still be 4.5 
million tonnes in spite of a discouraging 
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ktend of production in October and No¬ 
vember, 1973. Allowing for export of 
8 ,00,000 tonnes and a normal carry-over of 
7,00,000 tonnes, the quantity available for 
internal consumption will be even higher 
at 3.85 million tonnes as compared to 
1972-73. 

The monthly releases have so far been 
on a cautious basis as the government did 
not want to cflcct a big reduction in stocks 
until production had picked up in the 
peak of the season and it was also possible 
to estimate more precisely the output for 
the whole season. Even though the short¬ 
fall in production of 2,50,000 tonnes in 
October and November has to be made 
good and the anticipated net increase in 
production of 7,00,000 tonnes over 1972-73 
has also to be achieved in five months (De¬ 
cember 1973 to April 1974), there is a 
feeling of confidence in the industrial 
circles that this difficult task can yet be 
performed if the government adopts 
a helpful policy. 


ing exports is the absence of arrange* 
ments for effecting regular shipments 
which must be at least 50,000 tonnes every 
month. Even assuming that there will be 
a drop in international prices to the equi¬ 
valent of about Rs 2,500 per tonne, the 
country will be earning over Rs 175 crores 
allowing for a lower prices that may be 
realised on exports to the UK and other 
countries under preferencial agreements. 
The shipments effected so far have not 
been sizable as the advantage arising out 
of the world shortage had not been proper¬ 
ly appreciated and stocks at the end 
of November had declined to low levels 
because of shortfalls in output in the first 
two months. 

In view, however, of the latest estimates 
and confidence of sugar producers to raise 
output to 4.5 million tonnes, the govern¬ 
ment should instruct monetary authorities 
to provide necessary credit facilities for 
maintaining increased stocks until ex¬ 


ports picked Up in volume. The pay¬ 
ments to cane growers can be promptly 
made only if bank finance is available 
against a seasonal rise in stocks. The 
Reserve Bank need not be worried about 
the expansion of credit against sugar stocks 
as the funds will return to the banking 
system in the latter half of 1974 with a 
pick-up in exports and even larger re¬ 
leases for internal consumption. 

The sugar industry has, therefore, to 
assume new responsibilities for meeting re¬ 
quirements of a growing internal market 
and also for building up a sizable 
lucrative export trade. There is reason 
to believe that international market 
for sugar will broaden considerably 
and fairly high prices will prevail for some 
years. The new opportunities can be 
utilised only if the output is raised 
substantially in 1973-74 and it is also 
possible to reckon on the basis of a con¬ 
tinuing improvement in production in 
the subsequent seasons. 


In spite of reports about the standing 
crop in Haryana and some parts of Uttar 
Pradesh being affected by pyrilla, it is 
asserted that adequate cane supplies will 
be available m the cane producing centres 
and Uttar Pradesh and Bihar alone will 
account for an output of two million 
tonnes. Maharashtra, Tamil Nadu, 
Karnataka and Andhra Pradesh will be 
producing between themselves 2.1 mil¬ 
lion tonnes and others 400,000 tonnes. 
Only it is pointed out in knowledgeable 
quarters that the crushing season will have 
to be prolonged in Uttar Pradesh and 
Bihar in order to handle available quanti¬ 
ties of cane. As there will be a decline in 
the recovery due to crushing in hot months, 
there is need for an attractive rebate in 
excise duty in respect of excess production 
in April, May and June apart from the 
state governments being agreeable to waive 
the cess on cane handled by the sugar 
mills in May-July. 

The central government should examine 
the whole situation carefully and take 
appropriate decisions for maximising the 
output of sugar in 1973-74. Under no 
circumstances, a shortfall in output over 
the target should be permitted especially 
as there is no danger of a diversion of 
cane supplies from the factory areas for 
being converted into gur and khandsari. 
There is no problem of marketing a re¬ 
cord output as internal consumption can 
be easily 3.8 million tonnes and exports 
at least 700,000 tonnes with systematic 
arrangements for effecting shipments. 
Even if 8,00,000 tonnes could be handled, 
the carry-over into the next season can 
still be 750,000 tonnes. 

What may stand in the way of maximis- 
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POINTS OF VIEW 

Inflationary impact of 
— public debt policy 


The union government mobilised Rs 115 
crores by way of market borrowings on 
December 21, 1973, for keeping down defi¬ 
cit financing iu the current financial year. 
It was stated that a recourse to this method 
was made even by exceeding the budgetary 
provision for fresh borrowing in order to 
contain the inflationary forces. Borrow¬ 
ing is no doubt a non-inflationary method 
of finance. But the public debt policy 
of the government is such that its ultimate 
effect is the same as that of deficit 
financing, viz., a steep rise in the price 
level. 

The aim of borrowing is to mobilise 
the scattered savings in Ihc economy. 
If the loans are largely subscribed by the 
private individuals or by the financial insti¬ 
tutions without liquidating their previous 
holdings of the government securities, 
then there would be a mere transfer of the 
purchasing power to ihc government. 
Theoretically then, there should be no 
inflation. Has our government's public 
debt policy succeeded in mobilising the 
savings in the above sense? 

The pattern of the ownership of the 
marketable debt of the central govern¬ 
ment by various categories of investors 
i as on March 31, 1971 — the latest date for 
which the data are available — is relevant 


for answering the above question. It is 
found that the Reserve Bank of India (on 
own account) continued to be the largest 
single holder of the government debt. 
Its share in the total debt was 28 per cent 
as on March 31, 1971. The share was 
still higher at 29.6 per cent in the 
previous year. The commercial and co¬ 
operative banks occupied the second posi¬ 
tion with a share of 27 per cent in 1971. 
their share being 25.8 per cent in 1970. 
The provident funds which followed next 
increased their share from 18.7 per cent in 
1970 to 19.2 per cent in 1971. 

The share of the insurance companies, 
the fourth largest category of investors 
holding the government debt, was 
higher at 15 per cent (14,7per cent in 1970). 
On the contrary, the state govern¬ 
ments had their share reduced from 
5.6 per cent in 1970 to 4.9 per cent in 
1971. The share of the individuals declined 
from just one per cent in 1970 to 0.9 per 
cent in 1971. The non-residents and 
others held a meagre 1.7 per cent of 
the government debt in 1971 their 
share being 0.9 per cent in the pre¬ 
vious year. The shares of the other 
categories were negligible. Thus, it is 
found that the Reserve Bank (own ac¬ 
count), provident funds, commercial and 
co-operative banks, insurance companies 


and state governments together held 98 
per cent of the central government securi¬ 
ties as on March 31, 197). The proportion 
was still higher at 98.6 per cent as on 
march 31, 1970. 

When the Reserve Bunk purchases the 
government securities on its own account, 
the total money supply iu the economy ex¬ 
pands. This is an indirect method of defi¬ 
cit financing. How this happens is 
succinctly discussed by the National Coun¬ 
cil of Applied Economic Research 
(NCAI'.R) New Delhi, in their publication 
entitled Management of Public Debt in 
India , as under: 

“Taking the banking sector in isolation, 
an increase in money supply is caused by 
increases in monetary assets minus in¬ 
creases in non-monetary liabilities. If 
monetary assets increase by Rs 100 and the 
non-monetary liabilities also go up by Rs 
100 , the effect on the money supply is nil. 
On the other hand, if the former go up by 
Rs 100, while the latter decline by Rs 100, 
the money supply will expand by Rs 200. 
In terms of monetary analysis, deficit 
financing, as officially defined, causes an 
increase in money supply because through 
the issuance of ad hoc treasury bills, the 
monetary (or financial) assets of the Re¬ 
serve Bank of India go up while reduction 


Table I 

Investment in Government Securities and Borrowings from Reserve Bank 


(Rs in crores) 


A* Commercial Banks 

((i) Holding of government 
securities 

(iij Borrwoing from the Reserve 
Bank 

B. Co-operative Bafiks 

(i.) Holding of government securities 
(ii.) Borrowing from the Reserve Bank 


1950-51 1955-56 1960-61 1965-66 



360 

559 

811 

12 

65 

\ 

95 

74 


14 

88 

35 

*3 

13 

22 

166 


1969-70 

1970-71 

1971-72 

1972-73 

1,167 

1,362 

1,650 

2,162 

238 

368 

207 

138 

52 

58 

71 

84 

276 

306 

323 

322 


Note : This information is not supplied in the official publications. 

Source : Reserve Bank Annual Reports on Currency and Finance. 


urnmummum 




in the cash balances of Ihc government 
causes a decline in the non-monctary liabi¬ 
lities. 

“For the same reason, when the Reserve 
Bank pays dated rupee securities of the 
government, its assets go up. If the same 
amount is credited to the cash balances of 
the government, the non-monctary liabili¬ 
ties of the bank will rise by the same 
amount and the immediate effect on the 
money supply will be nil. But when 
the government spends the money, 
the cash balances go down causing reduc¬ 
tions in the non-monetary liabilities 
of the Reserve Bank. Thus, the money 
supply will increase by the amount of 
government securities purchased by the 
Reserve bank.’* 

The share of the commercial and co¬ 
operative banks has remained steady 
around 23 to 27 per cent. However, m 
absolute terms, iheir holding of the public 
debt has increased from Rs 391.60 crores 
to Rs 1,432.1 crores during 1951-1971. 
Al the same lime, it is found that their 
indebtedness to the Reserve Bank lias also 
increased substantially as can be seen from 
Table I (page 261). 

Thus, it is seen that the commercial 
banks and co-operative banks are ob¬ 
taining loans on old securities for buying 
new government loans. This tendency is 
very much pronounced with the co-opera¬ 
tive hanks. To some extent, this conclu¬ 
sion applies to commercial banks also. 
This means that a certain proportion of 
these securities though held by these 
banks, is indirectly purchased by the 
Reserve Bank itself. It would have the 
same effect as when the Reserve Bank buys 
government loans on its own account. 

interest rates 

In order to keep the interest burden low, 
the government had adopted a policy of 
low interest latcs for a Jong time. The 
new loans are being offered to the public 
at slightly higher interest rates varying 
from 4.75 per cent to 5.75 per cent. Even 
then, these interest rates would be consi¬ 
dered by many as too low considering the 
tightness in the money market. It may be 
pointed out that recently that the call 
money rate went up to 30 per cent. The 
Indian Banks' Association has now fixed 
it al a ceiling of 15 per ccm. 

As a direct consequence of the policy 
or low interest rates, private individuals 
and independent institutions are keep¬ 
ing themselves away from these 


securities. They were investing their 
money for a long time in private 
non-banking companies by way of fixed 
deposits as the interest offered by them 
was much higher. Even now this is hap¬ 
pening but to a limited extent. This is 
because the Reserve Bank by its notifica¬ 
tion of January I, 1967, has set a ceiling 
on the deposits held by the non-banking 
companies. The main consideration be¬ 
hind this notification does not seem to 
be safeguarding the savings of the public. 
If it would have been so then the Reserve 
Bank and government would have accep¬ 
ted the public demand for offering in¬ 
surance cover to such deposits through 
the Deposit Insurance Corporation on 
payment of the usual premium by these 
companies. But this demand is being 
repeatedly turned down. 

Probably the main consideration is that 
the authorities hope that by such restric¬ 
tions, more funds would flow to the go¬ 
vernment security market. The individuals 
being unable to invest in fixed deposits 
of the private companies would be com¬ 
pelled to cither purchase the government 
securities or deposit their money with the 
commercial banks. As the latter are un¬ 
der statutory obligations to keep a certain 
proportion of their deposits in liquid 
assets such as government securities, 
they would purchase more securities 
as their deposits increase. So directly or 
indirectly, the authorities hope that more 
individual savings will be invested in the 
government securities. 

aiding inflation 

To a certain extent, no doubt, this might 
have happened. But the interest rates on 
the government securities are compara¬ 
tively so low that some of the resources 
so released might very well go into un¬ 
productive channels like purchase of gold, 
real estates etc. The unorganised market 
might have also been the beneficiary to 
some extent. To that extent, the govern¬ 
ment would not gain and private com¬ 
panies would lose. This must have affec¬ 
ted their production programmes and 
reduced the total supply of goods and 
services in the economy, thereby streng¬ 
thening the forces of inflation. 

If we review the public debt policy of 
the government from the point of view of 
its burden on the economy, the same con¬ 
clusion is reached. Table II (p. 265) shows 
the relation of the* public debt with the 
national income along with the relation of 
the interest charges with the national in¬ 
come. It is found that since 1961, the ratio 


MINTS OHQEW 

of internal public debt to the net national 
income at current prices has been veering 
around 35 per cent to 40 per cent. We 
must remember that here we have taken 
into account only the internal public debt 
of the union government. If we take into 
account the public debts raised by the 
state governments, union territories, local 
bodies etc., then the ratio would be still 
higher. Only the information about the 
loans of the state governments is available 
Latest information about the loans raised 
by the union territories and local bodies 
is not available. 

As on March 31, 1972, the total out¬ 
standing public debt of the state govern¬ 
ments was Rs 2,812 crores. If this is 
added to the debt of the union government, 
then the debt-net national income ratio 
would be 46 per cent. It is quite high 
compared to the similar ratio’s obtaining 
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RriaRsaUon drive in karnataka 





with added 
thrust from 

KSFC 

Karnataka State's wealth of natural resources. 
Low cost power, water, labour. Industrial 
sites. Efficient network of railways, roads, 
telecommunications, airports, seaports. 

Cash refund on sales tax paid on capital 
equipment, building and raw materials for 
5 years. Initial exemption from electricity 
tax. 33 1/3% of all government purchases 
reserved for small industries. 

What more could you ask for. to set up 
your small or medium scale industry in 
Karnataka State ? Comprehensive financial 
assistance from KSFC . who will go all-out 
to help you, more now than ever. 

Increased financing... 

Maximum credits have been raised to 
Rs. 30 lakhs for public and private limited 
companies and co-operative societies, and 
to Rs. 15 lakhs for proprietary, partnership 
and other concerns 

...with widened financial 
assistance to include Foreign 
Exchange Loans... 

Rupee Loan. Deferred Payment Guarantee, 
Underwriting of Capitel Issue end Foreign 
Currency Loan (from the International 
Development Association). 




...covering more areas of 
industry... 

Financing is available to mdustnes 
engaged in the manufacture, processing 
and preservation of goods, hotel, cold 
storage and transport business, 
generation and distribution of electricity: 
maintenance, repair, testing and 
servicing of machinery, vehicles or 
vessels: assembly, repair and packaging 
of articles, fishery or shore facilities 
for fishing, promotion of industrial 
growth. 

...with special incentives in 
under-developed districts. 

Fertile industrial areas with vast 
unexploited potential for growth. 

Industries here qualify for maximum 
grants and resources from the State 
Government. Financial incentives and 
assistance from KSFC include 15% 
subsidy of the capital cost of the 
project from the Central Government. 

KARNATAKA'S PROSPEROUS 
INDUSTRIAL CLIMATE. 

NOW FURTHER ENRICHED BY 
ALL-ROUND INCREASE IN 
FINANCING FROM KSFC. 




For further details please contact; 

Karnataka State Financial Corporation 

1/1, 2nd Mein Road. Malleswaram, Bangalor«-6(K>003 

Or any of Re Branch Offices at: Rama Gsnash Building, II Floor, 1834, Maruthl Gall!, . 
■otgaum-MQOBZ. Church Bldg., II Block, Kodialball, Mangalore. 2 , II Floor, Vfahvashwaraialt I 
Bhavan, K. R. Circle, Mysore. StationRd., Ralchur- ■{ 
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W-K5FC-1* 





Wbrldwide. 


Telephone * 

New Delhi 44355 
Bombay 297492 
Calcutta 248371*4 
Madras 446888 


Step aboard anywhere in the world, into the warmth of a special 
hospitality. For we are never too busy to look after you. 

Your ticket means so much more than comfort, attractive, 
well-mannered hostesses and gourmet cuisine. 

We feel you deserve more. Things like a good on-time record, 
convenient worldwide routes, computerised reservations and information. 
Special facilities for families, business travellers and travel assistance. 

In so many little ways we try to make you feel special. 

JAL believes you deserve to enjoy not just every minute of your 
flight, but every minute of your journey. 

Wfe newer forget how importaatyouare. 
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in other countries as can be seen from 
Table Ifl, 

TABLE III 

Public Debt in relation to Net 

National Income Year 

Name of the country Ratio of pub¬ 
lic debt to net 
national in¬ 
come (per 



cent) 

1951 

United Kingdom 

78.8 

1956 

Ireland 

68.7 

1961 

Sri Lanka 

52.0 

196? 

New Zealand 

49.5 

1963 

Belgium 

48.2 

1964 

Canada 

47.5 

1965 

Rhodesia 

43.6 

1966 

United States of America 

41.2 

196' 7 

Australia 

40.0 

1968 

South Africa 

38.0 

1969 

Luxembourg 

33.9 

1970 

1971 

Source: J. Levin: The 

Management of 

1972 


Public Debt in Developing Countries: 

Finance and Development: June, 1970; *Pro visional 

p. 32. 


Table II 

Bttrden of Public Debt; Government of India 

(Rs in crores) 


Internal 

Interest 

National 

percentage 

Percentage 

public 

(debt 

income at 

of 

of 3 to 4 

debt 

services) 

current 

prices 

2 to 4 



3 


2,473 

77 

9,530 

25.9 

0.81 

3,070 

87 

9,980 

30.8 

0.87 

5,478 

165 

13,294 

41.2 

.2S 

5,856 

J76 

14,800 

39.6 

.19 

6,313 

193 

15,400 

40.9 

.25 

6,902 

217 

17,210 

40.9 

.26 

7,432 

242 

20,430 

36.4 

.19 

8,178 

371 

20,621 

39.8 

.80 

9,125 

463 

23,903 

38.2 

.94 

9,754 

501 

28,374 

34.4 

.79 

11,000 

528 

28,678 

38.8 

.84 

11,554 

565 

31,174 

37.3 

.81 

12,708 

606 

34,527' 

36.9 

.79 

13,721 

670 

35,756* 

38.4 

.88 


Source: Reserve Bank Annual Reports on Currency and Finance 


The case of United Kingdom and Ire¬ 
land may be said to be exceptional. There 
is stable democratic government and the 
public debt has gone on accumulating 
since the last 300 years. Most of this debt 
is war time debt. Even then, the accu¬ 
mulation of such heavy debt has been con¬ 
sidered to be serious by many economists 
like Pigou, Dalton, Keynes clc. They had 
suggested the extreme step of imposing 
capital levy to wipe out a large part of 
this public debt in Britain. 

The debt-income ratio in India is higher 
than that obtaining in a highly developed 
rich country like the USA. It seems that 
even by world standards, we have hit the 
ceiling. In' future, the government of India 
will have to keep its borrowing program¬ 
me within the annual increases in the net 
national income. Such a high debt- 
income ratio has subtle inflationary effects 
on the prices. It is outside the scope of this 
article to discuss these effects here in any 
meaningful way. 

The interest burden has gone up by 
over eight times during the two decades 
from 1951 to 1972. The proportion of 
national income going to the payment of 
interest (debt services) on public debt has 
gone up from 0,81 per cent to 1.88 per 
cent during this period. Again, it must be 
remembered that this is an unproductive 
expenditure. As any other unproductive 
expense, it has an inflationary bias. 


Table 111 


Internal Debt of Government of India: 1951-1974 

(Rs in crores) 


End of March 

Rupee 

loans 

Treasury 

bills 

Small 

savings 

Other 

obligations 

Total 

internal 

debt 

1951 

1,438 

365 

328 

343 

2,474 

1952 

1,404 

332 

373 

351 

2,460 

1953 

1,404 

315 

412 

362 

2,493 

1954 

1,364 

335 

451 

355 

2,505 

1955 

1,474 

472 

506 

392 

2,844 

1956 

1,509 

595 

576 

390 

3,070 

1957 

1,634 

836 

638 

406 

3,514 

1958 

1,700 

1,295 

707 

422 

4,124 

1959 

2,181 

1,225 

786 

437 

4,629 

1960 

2,438 

1,298 

870 

531 

5,137 

1961 

2,571 

1,106 

975 

826 

5,478 

1962 

2,688 

1,175 

1,062 

931 

5,856 

1963 

2,841 

1,300 

1,136 

1,036 

6,313 

1964 

3.114 

1,382 

1,252 

1,154 

6,902 

1965 

3,268 

1,444 

1,398 

1,322 

7,432 

1966 

3,429 

1,612 

1,538 

1,599 

8,178 

1967 

3,557 

1,920 

1,667 

1,981 

9,125 

1968 

3,732 

2,013 

1,789 

2,220 

9,754 

1969 

3,928 

2,244 

1.8% 

2,932 

11,000 

1970 

4,144 

2,232 

2,025 

3,153 

11,554 

1971 

4,441 

2,516 

2,209 

3,542 

12,708 

1972 (RE) 

4,836 

2,623 

2,419 

3,843 

13,721 

1973 (RE) 

5,417 

3,631 

2,733 

3,177 

15,958 

1974 (RE) 

5,743 

3,966 

3,058 

4,498 

17,265 


Source: Reserve Bank Annual Reports on Currency and Finance, 
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MMIS-KHW 

Assessment of Hindu 
-<•— undivided families 


A Hindu undivided family (HUF) consists 
of members with a common ancestor, all 
male desccndents, unmarried daughters 
and the wives and widows of the male 
members. The HUF is essentially an 
involuntary association of members of a 
family with specified relationships and, 
under Ihe Hindu Law, properties and in* 
come of such a family arc treated as one 
unit so Jong us ihe family continues un¬ 
divided. The joint family fund has a com¬ 
mon nucleus ami belongs to all members 
in their joint capacity. 1 

A HUF : is ordinarily joint as regards 
not only property but also food and wor¬ 
ship. If self-acquired property is blended 
by any member of the family with the 
joint family property it also becomes joint 
family properly. The management and 
control of the family is in the hands of the 
head of the family who is known as the 
‘karta*. 

old Institution 

Joint family is a very old institution in 
India. It is said that persons who would 
otherwise be prepared to continue undi¬ 
vided should not be driven to seek a divi¬ 
sion with a view to escaping or minimis¬ 
ing taxation, it is probably for this 
reason and the peculiar nature of this 
institution that the HUF has been treated 
as a distinct and separate taxable entity in 
every Income-tax Act since the Act of 
1886. Under the 1886 Act, any income 
which a person enjoyed as a member of 
a HUF was exempt. Under the 1918 Act, 
the amount which an individual member 
received from the family was taken into 
account in determining the rate at which 
he should pay income-tax on his other 
income. This provision was, however, 
withdrawn in 1922 and the position which 
existed prior to 1918, continues to this 
day. 

Under the 19 22 Act, a rebate in income 
lax on account of premia of life insurance 
policies on the life of the members was 
allowed for the first time. Although one 
uniform rate schedule is applicable both 
to the individuals and the HUF, the 


present system of taxation gives certain 
advantages to the HUF and its members. 
The income of the HUF is taxed separately 
from the income and wealth of the members. 

determination of tax 

A member of the HUF is not taxable 
at all in respect of any sum which he 
receives as such member out of the in¬ 
come of the family, even though the family 
may not have paid the tax on its income. 
Such income is not included in the mem¬ 
ber’s total income even for the purpose of 
determining the rate of tax applicable to 
his separate taxable income. Moreover, 
salary paid to the members and even to 
the ‘karta’ for managing the affairs of the 
family is allowed as deduction in com¬ 
puting the taxable income of the HUF. 
Where a ‘karta’ of HUF earns any income 
with the aid of the joint family property, 
the income is treated that of the HUF. 

A bona fide gift of a joint family pro¬ 
perty by the ‘karta’ to a member of the 
family can be objected to only by the mem¬ 
bers of the family and not by strangers 
and if it is not disputed by the members 
the income from the property gifted will 
not be assessed as the income of the joint 
family. Even if the motive for making 
the gift was to reduce the tax liability of 
the family, income from a portion of the 
joint family property which has been 
validly gifted by the karta to his wife 
would not be taxable in the hands of the 
joint family. “What makes the position 
of the HUF far more favourable as com¬ 
pared to that of the individual is the rule 
permitting partial as well as complete 

partition of the family_The HUF is 

in a position not only to avail itself of 
more than one exemption limit but also 
to get the benefit of a lower rate of tax.” 18 

A partial partition means a partition 
which is partial either with regard to 
persons constituting the HUF, or the 
properties or both. If some assests are 
divided while others are left for division at 
a future date, it would be a case of partial 
partition. Where the ‘karta’, represent¬ 
ing the family, is a partner in a firm, his 


share in the firm, if partitioned, will be a 
case of a partial partition. Total partition 
under the Income-tax Act, means partition 
of the entire family property, even of the 
properties which arc not the source of 
any assessable income. It is worthy of 
note here that although for the partition 
of the HUF no registration of immovable 
assets is needed, 3 the mere fact that the 
joint Hindu family has come to an end 
is not enough for partition. For this, it 
is necessary to prove that a partition has 
taken place by metes and bounds or a 
physical division of the joint family pro¬ 
perties has taken place. It is obligatory 
on the part of the income-tax officer to 
record the date of partition and the parti¬ 
tion of the family is deemed to have taken 
place only when an order to this effect has 
been passed by the income-tax officer. 

social advantages 

There is no doubt that this institution 
of joint family has had a number of social 
advantages. It teaches men to labour 
without selfishness and suffers none to 
lack. 4 A bare subsistence is guaranteed 
to every member of the family which is 
the basic condition of economic pro¬ 
gress. Advantages of division of labour 
are achieved. Economy in consumption 
expenditure of the family is effected be¬ 
cause of the non-duplication of household 
equipment and establishment. This re¬ 
sults in increased savings. Economically, 
so long as the family continues undivided 
and incomes of all members of the family 
are pooled together, larger tax base is 
provided and more tax revenue is realised 
by the government. 

However, this sacred and age-old insti¬ 
tution of India has been used for the avoi¬ 
dance of tax in several ways. A 
number of smaller HUF’s have been crea¬ 
ted within the main family so that each 
one of the sub-branches in the main family 
becomes a separate unit of assessment. A 
number of gifts have been made out of 
the family property to wives and minor 
children so that the incomes of wives or 
minor children out of these transferred 
assets would be excluded from the income 
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Guaranteed accuracy and 
interchangeability of parts. 

Precise indexing is ensured 
by the large alloy steel pin held 
on the hardened guide bush in 
the saddle. 


More profit 

Round the clock perfor 
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long production runs 

Pre-selection of feeds and 
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class. 


Hardened steel guideways 
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More safety 

Drop worm arrangement 
partnered by indexing drum- 
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and disengagement of feeds 
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Power assist for quick 
turret indexing available on 
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of the HUF. In cases where the HUF 
had enormous properties, partial partition 
of the assets has been effected as many 
times as possible so that neither the family 
nor the individual might face higher tax 
rate liability. Fvcn in the case of complete 
partition, new HUF’s have been created 
or partnership deeds have been drawn up 
so as to claim higher exemption limit and 
attract lower tax rate liability. What is 
more interesting is that a large number of 
persons have thrown their self-acquired 
properties into the common stock of the 
family, avoiding thereby the payment of 
tax at a higher rate. These different tech¬ 
niques of tax avoidance have created 
inequity in the tax structure us they have 
placed those individuals who are members 
of the HUF in a relatively better position 
as compared to those who are not. 

Although the HUF’s are being dis¬ 
rupted to gain certain advantages in in¬ 
come-tax matters, yet such divisions may 
not be socially desirable; for as soon as 
a junior member becomes the owner of a 
property on division, it is likely that he 
may have no respect for family ties and 
obligations and the economy in expendi¬ 
ture, which was possible in tin undivided 
family, may go. 

loss of revenue 

There has been considerable loss of 
income-tax revenue on account of different 
tax avoidance techniques adopted in the 
case of HUF’s. A study made by 
Gulatis shows that “the annual loss to 
revenue on account of tax avoidance ac¬ 
tion of the HUF’s appear to have been in 
the range of Rs 80 crores to Rs 150 crores”* 
and the Direct Taxes Enquiry Committee 4 
has come to the conclusion that “tax 
avoided by the members of these families 
was quite substantial. The number of 
income-tax files in respect of each family 
was found to be more than the total num¬ 
ber of members in the family and in one 
case, the income-tax and weaith-tax avoid¬ 
ed for a particular assessment year was 
as high as 60 per cent and 50 per cent 
respectively.” 

It is interesting to note here that while 
on the one hand we find that “modern 
conditions on the whole being unfavour¬ 
able to the maintenance of the joint family 
system, its defects arc being forced into 
prominence and the system is generally 
giving way to the various forces which are 
at present being brought to bear upon 
it.”' On the other, the number of HUF 
asscssees has exhibited an upward trend 
and the Hindu undivided family continues 


to account for considerable amount of in¬ 
come-tax revenue. 8 There is no doubt 
that in some cases joint families continue 
because of the sentiments involved but 
there is also sufficient truth in the obser¬ 
vation that “the Hindu undivided family 
as a unit of assessment is retained in most 
cases only when it enables the persons 
concerned to reduce their tax liability and 
that in other cases it is promptly partition¬ 
ed without considerations of sentiments 
coming in the way.”* 

It is, therefore, desirable that a number 
of changes be made in the income-tax law 
so as to check tax avoidance and mini¬ 
mise the loss in tax revenue. It is a happy 
augury that the Taxation Laws (Amend¬ 
ment) Act, 1970, provides that if an in¬ 
dividual converts at any time after De¬ 
cember 31,1969, his separate property into 
property belonging to the HUF, the share 
of income out of such transferred property 
attributable to his spouse or minor sons 
would be allowed to be included in the 
total income of the individual. There 
appears to be no reason why the share of 
income from such transferred assets attri¬ 
butable to the major sons is not included 
in their income as such share does not 
form a part of the major sons’ income and 
thus escapes taxation. 10 But, this amend¬ 
ment does not apply in the case of trans¬ 
fer of properties to wife or minor children 
out of the HUF properties. It is desirable 
that such a legislation should be passed in 
this sphere also. 

In view of the recommendations of the 


The Government of Bengal and the Government 
of India have jointly produced a scheme for the 
restriction of the acreage under jute this year and 
the maintenance of prices of raw jute at levels re¬ 
munerative to the cultivator. The co-operation 
extended by the Centre in the effort to ensure a fair 
deal to the jute grower is welcome, though as the 
ptobiem of jute prices, which is even normally 
especial, is now aggravated by the war and the fa¬ 
mine the scheme leaves much to be desired. The 
area to be sown with jute this year has been fixed at 
SO per cent of the basic acreage oft940, That will 
be about V lakhs of acreas as against test year's 
acreage of 25 lakhs. Thus, as was also declared 
by the Commerce Minister ip. the Bengal Assembly, 
the scheme proposes to mainiaia test year’s acre- 


Wanchoo committee, the Finance minis¬ 
ter, in his budget speech (1973-74) has 
proposed a separate rate schedule in case 
of Hindu undivided families having one or 
more members with independent total 
income exceeding Rs 5,000. tinder this 
rate schedule, the rate of tax applicable on 
various slabs of taxable income is the same 
as the rate of tax applicable to the next 
higher slab in the case of individuals, 
unregistered firms etc. In such cases a 
uniform rate of surcharge equal to 15 per 
cent of income-tax will be imposed on the 
whole taxable income. However, in cases 
where the HUF has no member with in¬ 
dependent income exceeding Rs 5000, the 
existing rate of surcharge of 10 per cent 
where the taxable income does not exceed 
Rs 15,000, will continue. These higher 
rates would increase, to some extent, the 
revenue from HUF’s. But they would be 
effective only if the income and wealth 
of the HUF would be large enaugh and 
there would be no ways open to it for 
splitting them. “Since an HUF can be 
divided and sub-divided into smaller 
units of HUF’s — each such unit compris¬ 
ing a separate taxable entity in addition 
to the main HUF — the incidence of the 
higher rates proposed can in fact be avoi¬ 
ded quite easily, particularly if the main 
HUF has not been divided earlier into the 
maximum permissible number ol'HUF’s.” 11 

Under the Income-tax Act, partial parti¬ 
tion of the HUF is allowed. The techni¬ 
que of partial partition can take several 
forms. The family may be partially broken 
up not only into one or more registered 


age more or less. But it was alleged during the 
Assembly discussion that this area of cultivation 
was excessive in view of the urgent need to grow 
as much of food us possible. It was estimated that 
not more than 27 lakhs of bales would be required 
fjr war purposes in 1944-45, of which about 15 
lakhs of bales would come from the other provin¬ 
ces, leaving a balance of 1? lakhs of bales to be 
grown by Bengal, and to produce this quantity only 
4 lakhs of acres need bu sown with jute. 
These figures and even allowing for some under¬ 
estimates it to apparent that a further restriction 
on test year’s extent would haye been justified, 
consistent with the war effort and to erase 
famine scan with the.,least waste of productive 
resources. 
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firms but also into*one or more HUFV 
Further* the ttUF may, over and above 
the benefits iu derives ftoip partitioning* 
avail itself of transfer inter-vivos making 
the total benefit much larger due to 
higher exemption limit and lower tax 
rates* Thus, “loss to revenue in cases of 
partial partition would exceed the loss 
through complete partition and when the 
technique of partial partition is fully de¬ 
veloped it would exceed the loss through 
transfers.” 1 ® The study made by Gulatis 
shows in a detailed way how the technique 
Of partial partition leads to the maximum 
possible tax avoidance. 13 It is, therefore, 
desirable that suitable amendment be 
made in the Income-tax Act by which no 
partial partition is allowed. Only full 
partition should be allowed. 
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European community and — 

Jossleyn Hennessy the rest of the world 


I 

The United States of America 

Atiiough the foreign ministers have not 
so for managed to define the EEC’s iden¬ 
tity, they have managed to produce a draft 
declaration of principles to govern its 
political and economic relationship with 
the USA. That they have done so at all 
seems to have surprised even the foreign 
ministers, prompting the cautious Sir 
Alec Douglas-Home to the comment that 
“the EEC is embarking on a completely 
new type of diplomacy. For the first 
time, it is together envisaging the organi¬ 
sation of its relations with another coun¬ 
try". 

To be sure, the auguries had been 
none to propitious. The White House 
had chosen the middle of August to de¬ 
clare that President Nixon wanted to visit 


Europe in laic October-early November. 
That seemed short notice, even if there 
had been any clear idea of how or where 
to receive him. But it was precisely at 
that time that the Community countries 
were engaged in the mid-summer political 
squall prompted by M. Chirac. The cup 
of bitterness seemed to overflow. Presi¬ 
dent Pompidou was going to China and 
Jus foreign ministers, M. Jobert, was not 
even planning to attend the September 
meeting at which the Community response 
was to be worktd out. 

But M. Jobert changed his plans. Such 
a change of heart, embracing acceptance 
of the idea that there could be a multila¬ 
teral contact with the USA and not 


merely bilateral relations reflecting prized 
fiational sovereignty, could have come 
from a realisation in Paris that France 
was becoming dangerously isolated within 
the EEC, and not only on the question of 
its external relations. The French would 
argue, however, that it was dangerous for 
the Community to become entangled with 
US diplomacy when it was in a state of 
confusion and that it was necessary for 
France to play its part in asserting the 
Community’s independent political exis¬ 
tence. 

The draft declaration that followed 
the French alignment with the Eight in 
the desire to come to terms with the US 
initiative made by Dr Kissinger as early 
as April did not, however, assert much at 
all. The Community is better on princi¬ 
ples than policies. The declaration did 
not deal with defence matters, because it 
is now agreed with the Americans that 


these will better be covered in negotia¬ 
tions between the USA and its allies in 
NATO, but confined itself to general 
matters of politics and trade. 

Not only could the Nine and the USA 
make a contribution to peace and prospe¬ 
rity, they will work in harmony 44 to pro¬ 
mote a more stable equilibrium”. This 
type of sentiment shone through the 
Community draft, but there was a cons¬ 
cious attempt to avoid any specific com¬ 
mitments, in the knowledge that the 
Community could better preserve its own 
interest by confining detailed economic 
negotiations to forums like GATT and the 
International Monetary Fund. 

Such vague expressions of good inten¬ 


tion fell short of what the Americans had 
in mind. Their own idea of a declara¬ 
tion was more detailed, more clearly tied 
down to specific issues containing every¬ 
thing, as one British diplomat put ft* 
•'right down to kitchen sink”. Certainly 
Dr Kissinger was cautious in his response. 
He recognised that this first attempt by 
Europe to speak with one voice on a poli¬ 
tical matter was an event of the greatest 
significance, but he also added that the 
USA “reserved the right to its own 
opinion with respect to the outcome of 
the Copenhagen meeting”. 

All this, however, is not to suggest 
that the USA is being unhelpful in the 
development of the dialogue with the 
Community. President Nixon, who had, 
it appears, made as a condition of his 
journey to Europe a constructive outcome 
of the Copenhagen meeting, was still 
talking of a visit within three or four 
months. Further, the Americans are 
apparently accepting the Community draft 
as a basis for further negotiation, and 
seeking not the imposition of their own 
draft but the amendment of the Commu¬ 
nity’s. 

But all is now in the melting pot. The 
prospect of impeachment will no doubt 
have concentrated President Nixon’s mind 
on other topics, although it is true that Dr 
Kissinger is continuing to promote Ameri¬ 
can interests abroad with his customary 
authority. Neverthless, the Middle East 
war must inevitably have shifted American 
foreign policy priorities. In this case, it 
may well be that the Community exercise 
in finding a draft declaration will, for the 
present, be seen more as an act of auto¬ 
therapy than a serious political initiative. 

II 

J*P*n 

International pressures are forcing the 
Community and Japau closer together, 
although the means within the Communi¬ 
ty to rectify the trade imbalance are as elu¬ 
sive to find as ever. It became clear from 
President Nixon’s news conference at the 
beginning of October that the United 
States sees the development of relations 
with Japan as taking place in tandem with 
the development of American relations 
with Europe, the symbol of both processes 
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being the declarations of principles that 
are causing so much difficulty in the draft¬ 
ing. 

At the same time, the Middle East war 
and the restrictions placed by Arab coun¬ 
tries on oil exports have pushed Japan 
and the Community together in mutual 
concern. It was noticeable that the Japa¬ 
nese prime minister, Mr Kukuei Tanaka, 
on his recent visit to France, Britain and 
West Germany, was particularly insistent 
on the need for co-operation in the ener¬ 
gy field, both bilaterally -nation-to-nalion 
—and on a basis of links with the Com¬ 
munity as a whole. This latter is not 
feasible, given the current slate of the 
Community’s energy policy. There arc, 
however, possibilities of co-operation bet¬ 
ween the Community states and Japan 
under the aegis of OECD. 

Mr Tanaka’s other concern was pre¬ 
cisely the concern of the Community as 
an institution and the Community mem¬ 
bers. The development of equal trad¬ 
ing relationships has been behind most 
differences between Japan and the Com¬ 
munity members. Mr Tanaka was an¬ 
xious to secure free access to the Com¬ 
munity market for Japanese products, 
which is exactly what the Community 
wants to avoid unless there is some pro¬ 
vision for safeguards. 

Just before Mr Tanaka embarked on 
his European tour, the Commission vice- 
president, Sir Christopher Sonmes, had 
talks in Tokyo. He found that the Japa¬ 
nese did not wish to expand trade at the 
piiec of antagonising the Community 
members, nor to be placed in the same 
position vis-a-vis Europe as it had been in 
rotation to the United States. It remains 
true, however, that the crisis in Japan- 
USA trading relations has made the 
Community market much more attractive. 

The latest figures reveal the extent of 
the Community-Japan trade balance. 
Between 1968 and 1972, Japanese export* 
to the Community increased by 203 per 
cent, while the Community exports to 
Japan over the same period rose by only 
87 per cent. The same trend have conti¬ 
nued since 1972. In general, this was 
well-known, and the Council experts have 
few fresh ideas on what to do about the 
problem. In the longer run, it is becom¬ 
ing clear that the answers arc more likely 
to be found multilateral^ rather than 
bilaterally. 

Ill 

EEC A$sociates & Associates 

Negotiations to settle a form of asso¬ 
ciation between the Community and 
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more than 40 countries from Africa, the 
Pacific and the Caribbean have now mov¬ 
ed beyond the formal stage into a discus¬ 
sion of the technical issues which will 
decide the shape of furture relations. 
Both sides are broaching these technical 
issues with some care, because the out¬ 
come of any agreement remains unclear. 

Following a formal opening in July, 
there has been another formal minis!rr- 
ial meeting, which took the process no 
further. The reasons are the same on 
both sides. The Community still cannot 
reach a collective decision on whether 
reciprocal trade concessions will be de¬ 
manded from the developing countries. 
While the economic significance of recip¬ 
rocity may be minimal, the political rami¬ 
fications are wide. On the other side, 
although there has been a formal renun¬ 
ciation among the developing countries 
of such reciprocity as is enshrined in the 
existing Yaounde Convention, many of 
the existing associated states still wish to 
retain such reciprocity. This would be 
problem enough, but the Community, al¬ 
though prepared to accept some form of 
guaranteed income for the developing 
countries’ primary products, can agree 
neither on the way such guarantees might 
work, nor on which products might be 
covered. The Community will try to 
find out from the developing countries 
what they want, and then make up its 
own mind. 

illusory unity 

The outcome of future negotiations 
will depend largely on whether the deve¬ 
loping countries can maintain the unity 
that they achieved at a meeting in Dnr-cs- 
Salaam in October. The difficulty is that 
this unity is more procedural than sub¬ 
stantive. What they have done, however, 
is to create a mechanism, in u fashion 
which roughly corresponds to the Com¬ 
munity institutions, in which their diffe¬ 
rences might be resolved as they emerge. 

The current international sugar agree¬ 
ment expired at the end of 1973, and will 
not be replaced by another. Negotiations 
at Geneva broke down on issues of prices 
and stocks in November. The Communi¬ 
ty had not been a party to those negotia¬ 
tions, because it had not been able to 
devise a common policy. But the pres¬ 
sure for a common policy to emerge will 
continue, because sugar products within 
the Community are at present to a transi¬ 
tional regime. 

The Community’s failure to find a 
common policy, in itself a contributory 
factor to the breakdown of the internatio¬ 
nal talks, results from the attempt to 
merge two different historical traditions 
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of sugar production and eonsumptioi 
This failure, whatever the reasons, wj 
not have gone unnoticed by the 40 dev< 
loping countries wishing to negotial 
some form of association with the Con 
inunity. In essence, the dispute withi 
the Community is between Britain an* 
France. The former, over the years, hi 
intentionally kept local beet productio 
at a fairly low level lo allow for import 
of Commonwealth cane sugar, which ru¬ 
nt some 1.4 million tons. France, how 
ever, without major cane-producing colo 
nics, has developed a beet industry whic 
is now the world’s fifth largest produce 
and a significant exporter. France’s dc 
sire to export had pushed the Communii; 
away from signing the 1969 internationa 
sugar agreement because the export quot; 
would have been insufficient. 

vague undertaking 

When Britain was negotiating to joii 
the EEC. it extiacted from the Six a vague 
undertaking that the Commonwealth canc 
interests would “not be overlooked’’, li 
is the attempt lo secure such a safeguarc 
within the ambit of both a new internatio¬ 
nal agreement and a common Communi¬ 
ty sugar policy that has put Britain at 
odds with France. The British were anxi¬ 
ous that the Community should join any 
new international agreement that might 
be made, because this would have meant 
t lie commitment to a certain export quota. 
Without such a quota cane sugar imported 
into the Community from the Common¬ 
wealth, provided such could be arranged, 
could conceivably have been re-exported, 
lo the damage of the producers that the 
agreement would have been designed to 
protect. 

But there is a fur;her problem. With 
Britain inside the Community, the British 
market becomes in effect an extension of 
the French domestic market. The continued 
import of canc from traditional Common¬ 
wealth exporters is a threat to the ex¬ 
pansion of French beet production which 
could be sold on the British market. 

Discussion within the Community has 
been based on a Commission proposal 
presented last July which would have pro¬ 
vided not only fori he continued import 
of the requisite level of Commonwealth 
cane, thus honouring the obligation of the 
accession of the negotiations, but would 
have suggested a small Community ex¬ 
ports quota, which in its turn would have 
meant slight reduction in French produc¬ 
tion. Eight of the Community countries 
were prepared to accept the broad lines of 
the Commission proposal when it was first 
announced, but France, through its minis- 
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ter of Agriculture, M. Chirac, scorned the 
proposal. 

The basic French argument is that, at 
a time of shortage, it is nonsense to con¬ 
sider cutting back production, and that, 
furthermore, the existing international 
agreement has not worked, and that many 
of the developing countries have not in 
fact been able fo meet their quotas. It is 
possible to dispute all the figures, and it is 
true that they can be interpreted in differ¬ 
ent ways, but it is also true that the Com¬ 
munity's oft repeated expressions of 
goodwill towards the developing world 
would have been brought a little closer to 
reality bul for French resistance. Now, 
however, their is an opportunity to re¬ 
consider the matter in some tranquility at 
a time of expanding world demand, which 
should make the differing positions inside 
the Community rather easier to reconcile. 

a different conception 

The Mediterranean: It had been the 
Community's intention to complete its 
Mediterranean policy by January 1, 
1974, with a string of agreements signed 
with countries around the seaboard. 
In fact, contacts with the Mediterranean 
countries have revealed a different concep¬ 
tion of the meaning of association and wlnt 
constitutes a fair balance of advantages. 

. The policy is beginning to look rather rag¬ 
ged around the edges. The situation is not 
helped by the fact that the Commission 
cannot negotiate in the true sense of the 
word. It receives a mandate from the 
Council, and that is its first and final 
position without another long round of 
political consultations, which inevitably 
involve haggling over the dents that will 
or will not be made in the common agri¬ 
cultural policy. All of this has become 
clear over the last three months in the 
eases of Algeria, Morocco, Tunisia and 
Israel. And, as yet, the effects of the 
Middle East war on the application of 
the Community policy have not become 
apparent. 

Algeria: Algeria, unlike Morocco and 
Tunisia to which the Community is offer¬ 
ing comparable agreements^ has no exist¬ 
ing agreement. It is, however, anxious to 
develop a long-term association jktons 
economic and social fields. The immediate 
problems are the restrictions that the Com¬ 
munity wishes to impose on its petroleum 
products, which make little sense to the 
Algerians, because of ! heir developing 
capacity and the Community’s growing 
needs, and the limits of the Community 
offer on wine products. Leri with vine¬ 
yards from colonial days, the Algerians want 
treatment at least as favourable as they 
get on the French market. They want a 
lower reference price for their lighter wines 
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and an end to the prohibition on blend¬ 
ing. They will probably receive neither. 

Morocco: Morocco has asked the Com¬ 
munity to re-examine all its proposals. 
Pointing out that agricultural exports repre¬ 
sented 40 percent of the total, a Moroccan 
delegation in Brussels during October main¬ 
tained that the Community offer was 
actually a rctrogadc step from the existing 
duty-free access to France. Morocco did 
not consider that the Community propo¬ 
sals for co-opcration would offer adequate 
compensation (although in fact the Com¬ 
munity did not make precise proposals on 
this score). 

Tunisia : There have been two meetings 
between the Community and Tunisia. The 
first resulted in agreement on the general 
shape of the agreement, although the 
Tunisians expressed reservations on some 
of the provisions. These reservations 
became more explicit in October and 
negotiations have effectively been broken 
off for precisely the reasons that prompt¬ 
ed Moroccan dissatisfaction. The central 
point is again agricultural concessions. 

Israel: The second phase of the nego¬ 
tiations with Israel took place at the begin¬ 
ning of October, but achieved no more 
than a clarification of views and positions 
that were already well-known. 

Spain: From lime to time the French 
government makes it known that it would 
not be averse to seeing Spain within the 
Community. President Pompidou tactlessly 
made the point just before the Norwegian 
referendum on joining. The French for¬ 
eign minister, M. Jobert, raised the matter 
again after a routine round of talks with 
his Spanish counterpart, at the end of 
August. 

identical reaction 

The reaction is almost identical on 
each occasion. Only the people who 
make it are different. This time, the 
Danish president of the council, Mr 
Noergard, recalled that only democracies 
could adhere to the Rome Treaty. A 
Commission spokesman said much the 
same thing and referred to a Commission 
document of I960. At that lime, of course, 
there was a greater economic disparity 
between the Six and Spain. Spain is now 
more prosperous, while less prosperous 
countries like Ireland have joined the 
Community. 

The Community’s acceptance of Spain’s 
greater industrial power is reflected in the 
current economic negotiations at working 
party level. On steel products, for exam¬ 
ple, Spanish exports have incicased to 
such an extent that there is a steel trade 
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imbalance with the Community in Spain’s 
favour. 

There seems little likelihood of any 
change in the majority view within the 
Community about Spain’s unacceptability 
as a member. This will not stop the 
French from continuing to press for 
Spanish membership. Ever since the days 
of President de Gaulle there has been a 
tendency in French policy to seek a red¬ 
ress of north European power within the 
Community by bringing In countries to 
the south. 

Comccon -A Soviet Initiative: The 
Soviet Union has finally come to terms 
with the Community as a political entity. 
The months of hints arc over, and a 
Comecou representative has made con¬ 
tact with the Community and asked, 
not for negotiations, but for talks which 
might lead to negotiations. Significantly, 
the Comecon representative, Mr Fadayev, 
was a Russian and it was the Russians 
who initiated the contact, not Comecon 
as such. 

uncertain progress 

This is hardly surprising. The Rus¬ 
sians have been publicly trying to speed 
the uncertain progress of economic 
integration in eastern Europe against the 
desires of recalcitrant allies. Indeed, Mr 
Fadayev’s contact with the Community 
followed a rapid scries of meetings in 
Moscow between the Soviet Union and 
Comccon prime ministers, ostensibly to 
discuss the co-ordination of five year plans 
for the late seventies. Certainly, if the 
Soviet Union could develop contacts with 
the Community on a bloc-to-bloc basis, 
then Soviet control of eastern Europo 
would be strengthened. 

Mr Fadayev made his approach in 
Copenhagen, to the Danish government, 
whose representative is currently president 
of the Community council. In a conver¬ 
sation of less than an hour, he suggested 
there should be contacts within the frame¬ 
work of increasing detente and co-opera¬ 
tion, and if this could be accepted in 
principle, then each side could appoint 
delegations for negotiations. 

When the council met three weeks 
later, in September, it decided to make a 
non-committal reply. The Commission 
was told to study the question and let 
Comecon know that it, was doing so. 
Such caution is understandable. The 
Community has no interest in doing any¬ 
thing that might further Russian control 
over its smaller allies and, furthermore, 
the wholly different nature of the Com- 
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inanity and Comecon make economic 
contact difficult. 

The Community does, it is true, have 
a common trade policy, but the Camecon 
countries, in spite of the Soviet initiative, 
have not accepted the principle of nego¬ 
tiating with the Community as a whole. 
A range of bilateral country-to-country 
agreements exists. Work is continuing 
within the Community on the harmonising 
of import policies, but (his can only be 
done by autonomous national measures. 
At the same time as the common trade 
policy has been coming into force. Com¬ 
munity members have been concluding 
co-operation agreements with east Euro¬ 
pean countries, which can in some cases 
cut across the provisions of common 
trade policy. 

Regardless, then, of the need for 
caution in the political context, the Com¬ 
munity has a number of internal problems 
in dealing with either Comecon or its 


constituent member states. It is therefore 
unlikely to be in any hurry to reply to the 
Comecon initiative. 

Finland: Although negotiations which 
would have brought Finland into a vast 
west European industrial free-trade zone 
were completed in July, 1972, only in 
October did Finland actually sign the 
agreement. The reasons for the delay have 
been more political than economic, al¬ 
though the Social Democrat section of the 
coalition government was anxious to see 
protective legislation passed in conjunction 
with the passing of the F.EC treaty, in 
case the advent officer trade had damag¬ 
ing effects on the Finnish economy. 

The political factors ilow from Fin¬ 
land's geographical position next door to 
the Soviet Union. This has meant that 
the Communist party has been consistent¬ 
ly against the treaty with the Community, 
and the Social Democrats have been divi¬ 


ded. The debate has dominated Finnish 
politics for the last year. 

Since the Soviet approaches to the 
Community, however, the fear of an ad¬ 
verse reaction to the treaty from the 
Soviet Union has lessened. This, added 
to the fear that tariir barriers will be 
erected by former EFTA partners now 
within the Community made the decision 
for the Finnish government some what 
easiei. At the same time, it has managed 
to maintain its precarious position by 
signing an economic agreement with 
Comecon. 

Sources and acknowledgements: The 
foregoing summarises, by special ar¬ 
rangement, a report in depth in the 
latest isssc of European Trends , published 
quarterly to subscribers only, by the 
Economist Intelligence Unit, 27 St James’s 
Place, London SWIA INT, but the EIU is 
responsible neither for the emphasis of my 
summary nor for my interspersed com¬ 
ments based on a variety of sources. 


The resurgent dollar 


Appropriately, the weather in west 
Europe during January was as unseason¬ 
able as the economic position was un¬ 
pleasant. The month saw a continuance 
of the every-man-for-himsclf attitude 
that had set in over the oil shortages 
during December, the French decision to 
float the franc to the intense annoyance 
of the West Germans and, in Brussels, 
the clock still stands still at December 
31,1973, over monetary union, a united 
front in regard to the energy crisis and 
regional assistance. At present, every 
one agrees to disagree but, at least, they 
still abide by the intention to hold to¬ 
gether as a politico-economic bloc in 
Europe. 

The -Nine have, in fact, very little 
option but to present at least a united 
face. A revived United States, with a 
rampant dollar and a determined Presi¬ 
dent is a potential rival on one side and 
an increasingly prosperous communist 
Comecon a rival on the other, and both 
potential rivals appear to be moving from 
positions of hostility to one of some co¬ 
operation. By comparison with both areas 
the Common Market appears at the 
moment divided and uncertain. But 
comparisons are often superficial. The 
divisions and uncertainties within Come¬ 
con are carefully concealed by party reso¬ 
lutions, but the discontent of much of 
east Europe over its obligation to direct 
its commercial and industrial policies to 
overall Russian requirements breaks 


through the surface of solidarity from 
time to time. Similarly, in the United 
States the clog fight of the presidential 
election campaign is the overall deter¬ 
mining factor in the last three years of 
any President's term of office. And all 
three blocs arc ever conscious of the tem¬ 
porarily checked but ever aggressive 
Japan. • 

It is, in fact, Japan's speed in aggres¬ 
sive action as much as a shortage of in¬ 
dustrial energy and worry over the four¬ 
fold increase in oil prices that has sent 
representatives of almost all the Market 
countries hurrying to Iran and the Middle 
East, the French to invade with offers of 
industrial and technical cooperation to the 
Arab and Gulf countries which have for 
years been an Anglo-Saxon preserve, and 
British and West German ministers to 
wait humbly on the Shah at his winter 
sport chalet in St. Moritz. Had these 
states not acted with uncommon and 
eager speed they could well have found 
the Japanese one or two steps ahead of 
them. How far the Japanese arc willing 
to stick their necks out for trouble and 
insult in return for business opportunity 
was vividly illustrated by Mr Tanaka’s 
troublous tour of east Asia. While all 
this may be very satisfying to governments 
in the Middle East, barring Israel, the 
Market members’ individual initiatives 
have made some aspects of the future 
much less uncertain. 

It might not be an exaggeration to say 


E. B. Brook 

Vienna, Feb. 2 

that the last four months have shaken 
the fabric of west European society tyot 
a little. The self-assurance, amounting 
in some cases to smugenss, is gone for 
the time being; the motorist, from being 
a privileged person, has become some¬ 
thing of a whipping-boy of society, pay¬ 
ing nearly double for his petrol, debarred 
from driving on one day a week, his wind¬ 
screen plastered with permits costing 
official fees and finding no sympathy 
from his non-motoring fellow citizens. 
But the biggest criminal discovered is the 
oil company, facing Congressional exa¬ 
mination in the United States and overall 
unpopularity. Communist Europe, with 
enough oil and petrol and about half the 
price now being paid by west Europe 
is enjoying a sly chuckle at the “capita¬ 
lists’ ” plight just as Russia has offered 
to stop importing American grain for 
some months and even to sell some to 
the USA instead because of the domestic 
difficulties the Americans have run them¬ 
selves into in steeply rising bread prices 
through greedily over-selling their grain 
to foreign buyers, in some cases at con¬ 
tracted prices onc-third of the current 
rates. 

The oil companies’ experts will need 
to put forward some smart explanations 
of profits amounting, in some cases to 
59 per cent. It may comfort Americans 
a little to know that their petrol prices 
last year went up by only 16 per cent but 
the Europeans and Japanese arc unlikely 
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to bo amused to learn that 83 per cent 
of the huge profits were made at their 
expense. The governments^ who impose 
profitable tolls on oil imports may be 
indifferent, but the purchaser will not. 
There is already a distinct falling ofT in 
petrol sales in west Europe and a deter¬ 
mination to use European oil und gas as 
fully and quickly as possible. The oil 
.companies arc able to reply that if their 
profits in foreign lands are huge so are 
their investments, to an extent that 
European concerns and governments could 
not afford, even if they had the technical 
skills and research—which they have 
riot. 

What Europe needs to fear is 
not • so much that the profit-taking 
American oil firms will continue to earn 
much money from them by providing 
the most advanced and competent ser¬ 
vices but that President Nixon by a stroke 
of the pen may heavily restrict the com¬ 
panies legal ability to invest abroad as 
well as earn profits there. West Europe’s 
danger lies not so mu;h with Arabs who 
are aware of the not so distant dangers 
of their own price-rising policies as with 
an American administration that could 
make it unprofitable for the oil com¬ 
panies to make their most advanced 
techniques in drilling, pumping and 
refining oil available to foreign areas. 
This bidden potential danger is less easy 
to bring home to the public than the 
blatantly obvious increases in prices of 


crude from Arab countries. 

The shake-up to west European 
society goes far beyond annoyance at 
prices and Restrictions. The slow-down of 
industry, led by Britain with West Germany 
not so far behind, is threatening the small 
saver's future in a way that makes him 
a good deal more than annoyed. Bri¬ 
tain's troubles which are of a very special 
sort, may lead to some windfall profit by 
European rivals, but in the long run 
the misfortune of one j$ a piece of bad 
luck for all. West Germany, with sharply 
rising unemployment and the prospect 
of another 100,000 out of work in a very 
short time is less temperamentally armed 
to meet misfortune than are the British. 
Once the post-war hunger and hard 
work days of the fifties were over and 
the “economic miracle” under way the 
West German comfortably assumed the 
future to be secure. He earned well, 
saved, had the dirty work done by sou¬ 
thern “guest workers” and settled back 
with a clean conscience into a three 
room flat and a Volkswagen on hire 
purchase. Now the dream is fading : the 
“guest worker” is either being sent home 
or agitating for higher wages in a riotous, 
non-German manner in the middle of 
orderly German cities, the monthly pay¬ 
ments for the flat and the car arc be¬ 
coming more difficult to make and the 
spectres of unemployment and inflation— 
that nightmare of the German—arc loom¬ 
ing ever nearer. The German, when 


anxious, becomes surly and the postwar 
love of the French is rapidly vanishing. 
The sharp speeches of the Finance minis¬ 
ter, Herr Schmidt* to the French in 
Brussels and to the British inJLondon 
are indications that the still wealthy 
German is going to keep his money at 
home and not spend part of his profits 
in helping the poorer British and French 
farm areas merely because they form part 
of the Market. 

Significantly, West Germany, Belgium 
and Switzerland have all eased their 
restrictions on the inflow of foreign 
money which they had imposed in the 
palmy days of 1971-72. The West 
German mark and other European cur¬ 
rencies are fighting a defensive battle 
against the resurgent dollar. For the 
immediate future they may be able to 
hold the line against the dollar but the 
long-term currency outlook depends on 
the size of payments deficits on either 
side of the Atlantic as a result of the oil 
price increases. Another flood of dollars 
into Europe would do as much 
further to check its still nascent unity 
as any further increases in the price of 
Middle-East oil. The answer would be 
a federal government answerable to a 
federal parliament -but it is a distant 
vision. The project could usefully be 
put at the top of the agenda of the 
Market summit later this year when, for 
the first time, the West German Chancel¬ 
lor will preside. 


Sri Lanka’s share of 


Hnrdev Singh 

Wmi,ii addressing the All-India Women's 
Conference recently in New Delhi Mrs 
Sirimavo Bhandaranaike, prime minister 
of Sri Lanka gave expression to her con¬ 
cern for the economic crisis through which 
her country was passing, particularly in 
relation to foodgrains. The crisis assum¬ 
ed serious proportions following the world 
food shortage, so that the daily food ra¬ 
tions had to be reduced. This, she said, 
affected drastically the free rice available 
lo all citizens, which had to be cut by 75 
per cent. Flour supplies had been curtailed 
even as their prices had been increased 
with the result that long queues before the 
bakeries had become a common sight. 

Sri Lanka's economic crisis has de¬ 
veloped following a deterioration in 
agriculture. The decline in the out¬ 
put in 1971 and 1972, of paddy in 


both the agricultural seasons, in Maha 
and Yala (corresponding to Kharif 
and Rabi in India) was perhaps the 
crucial blow. Output during 1971 in 
Maha was 41.6 million bushels and in 
Yala 25.3 million bushels, making 
a total of 66 9 million bushels, a 
decline of 14 per cent over 77.5 million 
bushels in 1970. The decline was due to 
lower yields and acreage harvested owing 
to adverse weather conditions, the insur¬ 
gency in April 1971 And lower levels of 
fertilizer application. During 1972 the 
decline was repeated. The Maha crop of 
paddy increased by 1.8 per cent to 42.3 
million bushels, but fell short of the tar¬ 
get of 54.4 million bushels. The Yala 
crop was also adversely affected by the 
drought, and the estimates placed the 
production at around 24 million bushels, 
compared with the target of 27.7 million 


sorrow 

bushels. The output in 1972, therefore, 
came to around 66.5 million bushels, 
nearly 11 million bushels less than in 
1970. 

The island has always tried to meet its 
domestic food shortages through imports 
but the deterioration in tea production has 
greatly curbed its capacity to rely on im¬ 
ports. Tea output in 1971, for instance, 
was around 480 million pounds, con¬ 
siderably lower than the peak level of 503 
million pounds in 1965. Data available 
for the year 1972 revealed that tea pro¬ 
duction further declined by about five 
per cent over 1971, mainly on account of 
the drought conditions during early 1972. 
Sri Lanka already fears its gradual dis¬ 
placement in the UK, its principal tea 
market, because Kenya is aggressively 
selling there, and had exported around 118 
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million pounds during 1972 as against 
only 74 million pounds in 1970. Sri 
Lanka's exports to the UK declined from 
156 million pounds in 1970 to 74 mill¬ 
ion pounds in 1972. 

Efforts to raise tea output have been 
frustrated by adverse conditions. The 
minister for Plantations, Dr Colvin De 
Silva, said that increased transport costs 
and raised prices of fertilizers accompanied 
by their scarcity were likely to jeoparadise 
the tea industry which earned 60 per cent 
of the country's foreign exchange. In 
fact this might largely neutralise the go¬ 
vernment subsidy given to tea plantations. 
More than half of this subsidy has been 
given in the form of nitrogenous fertilizers. 
Consequently the minister hinted at the 
possibility of evolving a common strategy 
with India on tea production and prices 
in the belief that such joint action was the 
only way to ensure reasonable and stable 
prices in the international market. This 
move has considerable significance since 
this country and Sri Lanka together cont¬ 
rol over 75 per cent of world tea output. 

Output of rubber too declined, though 
marginally, mainly as a result of the severe 
drought, which also led to a decline in 
quality. There was some fall in interna¬ 
tional prices too, which further reduced 
export earnings from rubber. During 
1973, however, there was a strong reco¬ 
very in world rubber prices. The Rubber 
Research Institute in Malaysia had con¬ 
firmed a tightening of world supplies, with 
the surplus of world supply over demand 


put at only 25,000 tbns during 1972 com¬ 
pared with 6*00,000 tons in 1971. This led 
to some hard thinking in Sri Lanka and 
Malaysia so that in the case of rubber 
too* Sri Lanka, India and Malaysia have 
been planning joint action to improve 
their export earnings. 


While positive results of joint moves in 
case of tea and rubber export prices would 
take some time, the recent hike in the price 
of crude oil has naturally jolted the econo¬ 
my. The government sent Mr T.B. 
Subsinghe, the minister for Industries, to 
Arab countries but his mission of secur¬ 
ing oil at the prices Sri Lanka could afford, 
apparently failed. Iraq is reported to 
have held back in January this year supp¬ 
lies which were stated to have been cont¬ 
racted earlier at US $ 4.20 per barrel and 
Sri Lanka, it is claimed, had to pay in cash 
at the rate of US a 15 per barrel to get 
the supplies. Under these circumstances 
Sri Lanka's modest requirements of 13 
million barrels a year will mortgage near¬ 
ly half of its total export income to im¬ 
porting oil. This will further reduce Sri 
Lanka's capacity to import food supplies 
to meet its domestic shortages. 

The terms of trade, continued to move 
against Sri Lanka during 1973, mainly as 
a result of the increase in import prices, 
particularly m the case of petroleum. 
Moreover the Sri Lanka rupee has de¬ 
preciated in terms of its capacity to buy 
abroad as a result of the currency realign¬ 
ment during 1971 and 1972. The linking 


of the Sri Lanka rupee to the United States 
dollar in November 1971 and the subse¬ 
quent decision to link it to sterling in 
July 1972 led to an estimated cumulative 
depreciation of the Sri Lanka rupee by 
some 10 per cent. 

The government of Sn Lanka has been 
making concerted efforts to augment the 
flow of external resources by foreign in¬ 
vestments. A White Paper publicised in 
broad terms the fields in which investment 
was welcomed, the facilities which were 
granted to foreign investors and the crite¬ 
ria to be used in evaluating private foreign 
investment proposals. The White Paper 
also described various assurances that 
were given to approved foreign investors 
on such matters as the security of invest¬ 
ments, the remittance of profits, interest 
and royalties and capital repatriation. 
An early change in situation in respect of 
foreign investments cannot, however, be 
expected due to the present uncertain 
conditions of energy supply. 

The spell of gloom in Sri Lanka there¬ 
fore, can he expected to be broken only by 
increased external assistance. Aid utilisa¬ 
tions have been rising in recent years and 
the World Bank Aid Consortium had 
agreed to raise assistance to *65 million for 
1972 as against *49 million in 1971, largely 
to help cover increased international prices 
of rice, flour and sugar as well as industrial 
raw-materials such as fuel. Further assis¬ 
tance from other friendly countries in 
the near future will be a vital factor in the 
internal economic situation of Sn Lanka. 


Oil impact on Japanese 


Thu Japanesi-. economy which depends 
on other countries for 99.7 per cent of 
its oil supply was shaken to its foundation 
by the oil production cut by the Arabs. 

At the Arab summit conference held 
at the end of November 1973, the Arabs 
officially decided to cut back oil pro¬ 
duction to such an extent that their 
income from oil exports would be reduced 
to one-fourth of the income of 1972 pending 
the solution of the Middle East problems. 
Furthermore, in early December, the Arab 
oil ministers decided to resume the tem¬ 
porarily-suspended live per cent oil cut 
each month from January this year at the 
conference of the Organization of Arab 
Petroleum Exporting Countries. Under 


these circumstances, the oil situation may 
worsen at any moment. According 
to the information so far disclosed, how¬ 
ever, currently ruling is the prediction that 
Japan will be forced to reduce her oil 
imports by about 20 per cent as compared 
with her originally planned imports (160 
million kl) for the period from October 
1973 to March 1974 

The Japanese ministry of Interna¬ 
tional Trade and Industry, for instance, 
estimated the oil supply reduction at 
about 16 per cent at the early stage 
of oil crisis development, but revised 
its estimate upward to 19.8 per cent later. 
The Petroleum Association of Japan, on 
the other hand, predicts that the oil 


economy 

supply will be cut by about 20 per cent 
during the same period. 

Be that as its may, such an enormous 
oil import cut will certainly produce a 
serious impact on the national life and 
economy of Japan. In the private 
sector of the economy, 18 per cent of the 
total consumption of oil was consumed as 
motor gasoline and six per cent as kerosene 
for household use in 1972. The govern¬ 
ment made every effort possible to secure 
oil for use in the private sector on one 
hand but, on the other, ‘inaugurated a 
nationwide energy-saving campaign on 
November 20, discourging Sunday driving 
and ordering the gas stations to close on 
holidays and commercial establishments 
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j including department stored and cinema terms* With an energy crisis at hand, of the nation, the government has work: 

; theatres to cut their service hours. The however, rapid material cost increases ed out an '‘emergency petroleum saving, 
| government is hoping that this nationwide will squeeze business earnings, and programme" to minimize social and econo- 
> energy-saying campaign will result in increasing difficulties of securing energy mic disorders. This programme which is 
a 4.2 per cent saving of the nation's total and materials will drive business into an . going to be implemented in parallel with 
oil consumption. extreme predicament. To crown all, the the nationwide energy-saving campaign 

credit controls which the government has includes the following measures: (I) strong 
in the industrial sector of the economy, taken to hold down the economic over- administrative guidence : The private 
on the other hand, the impact of the oil drive since the beginning of ihis year will factories and business offices will be 
supply cut will be by far severer, since produce steady repercussions, acting as ordered to cut down on oil and electricity 
Japan depends on oil lor 73 per cent of a drag on business earnings. consumption by 10 per cent across the 

her energy supply and the use of petroleum, bfcard. To achieve effective administrative 

the mainstay of her energy supply, is so Thirdly, Japan's international payments guidance, the minister of International 
deeply rooted in all industrial activities, balance cannot help being badly hit. Trade and Industry and other economic 
Even if oil imports were not cut by more so long as the oil crisis persists. By the ministers huving jurisdiction will place 
than 16 per cent during the period from look of things, the likelihood is strong strong controls on oil consumption by 
October 1973 to March 1974 as erroneously that Japan's overall balance will register big firms belonging to the 11 manu- 
predictcd by the government at the onset a deficit of $ 4,300 million at the end of facturing industries such as (I) iron and 

of the oil crisis, the impact of the oil the period from October 1973 to March steel, (2) automobiles, ( 3) heavy electrical 

supply cut on the Japanese economy will 1974 and the deficit for all of fiscal 1973 machinery and household electric appli- 
be far more serious than expected. The will reach as much as $ 9,700 million. inces, *4) petrochemicals, (5) automobile 

Japanese economy with its oil supply This is because exports will inevitably tyres, (6) chemical textiles, f7) aluminium 

squeezed may be likened to a car which slow down due to production cut, whereas refining, (X) non-ferrous metal refining, 
is suddenly caught in a dense fog, while imports of fuels will continue to increase (9) cement, (10) sheet glass and (31) paper 
running at full speed on a highway. in amount due it) price increases. Pctro- and pulp and big businesses which have 

leum imports, for instance, are expected a supply contract of 3,000 kw or more 
power shortage to increase to $3,700 million during the of electric power with electric power 

period from October J973 to March 1974 companies and (111 enactment of two bills 
The crude oil supply cut directly leads (as compared with $2,300 million for the to control petroleum consumption by 

to an electricity shortage. As about 80 same period last year) despite the supply allotment or rationing ol petroleum and 

per cent of electric power consumed in cut. In addition, there will be substantial imposition of official ceilings on prices of 

Japan is generated by burning oil, the increases in imports of consumer goods, csscnliul goods. 

•eduction of the planned oil imports by The long-term capital account which 

16 per cent will result in an electricity has already been showing a considerable This legislation, if enforced to all its 

shortage of about the same proportion, deficit will in all probability run up its intents and purposes to control fuel con- 

industries will be forced to cut down on deficit due to increases in credits and loans sumption and freeze prices, will lead to a 

uirrent production by 6 to II per cent to to other countries and direct overseas controlled economy. It is no exaggeration 

ide over the squeeze on crude oil and investments. to say that the free economy system of 

electric power. As a result the growth rate Japan is facing a serious crisis. 

>f Japan's gross national product could As the energy crisis is expected to pro- 

>lunge as low as zero or minus per cent, duce such undesirable effects on the Courtesy: Sumitomo Bank Review, 

national life and economic activities January 1974. 

By the same token, it seems reasonable 

to predict that disorders of serious pro- #++++++++*+< .+++ +++++++++++++++ + 4 + 4 ^ 

portions will arise and continue till the f 
economy achieves a new equilibrium, since * 
industrial production falls all of a sudden 
as the result of oil supply cuts. 

An immediate manifestation of such 
disorders will be mounting inflation. The 
Japanese economy is facing the most 
serious inflation ever, with wholesale 
prices spiralling upward at a rate as high 
ms 20.3 per cent (October 1973) which in 
turn are sending consumer prices soaring al 
a rate of! 3.5 per cent (in the same mont h). 

Production fell at once to the level a year 
ago at the onset of the oil crisis, whereas 
demand backed by high wage rises and 
an increase in Jiscal spending continues as 
brisk as ever. Supply shortages will in¬ 
evitably continue, helping the inflation to 
mount. 

Secondly, business will be put in a 
difficult position. Price increases justified 
by the inflation have so far been helping 
the swell of bu sines,ss sales in nominal 

i 
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The prime minister's 

order of priorities is becoming quite per¬ 
verse. She seems to be more disturbed by the 
possibility that the Indian Ocean might be 
muddied by great power rivalry than by 
the fact that the army has to keep order 
in Ahmedabad or that the Gujarat police 
have to open fire now and then on students 
or other citizens in order to show that 
there is still a government of sorts in New 
Delhi. The blunt fact about great power 
military presence or naval exercise in 
the Indian Ocean, or indeed any other 
ocean, is that the high seas arc everybody's 
property. Both the United States and 
the USSR have large and powerful fleets. 
They have not been organized nor are 
they being maintained for show purposes. 
They are there because they will have to 
do a job of work when a military need 
arises. It follows that they will have 
to be deployed in peace time in such a 
way that they can undertake appropriate 
naval exercises and also keep themselves 
ready for war duty when the occasion 
demands it. It is an illusion to suppose 
that the Indian Ocean could be kept off 
their beat indefinitely by a cordon sanitaire 
of idealistic declamations or diplomatic pro¬ 
tests. Indeed, so long as India, Sri Lanka 
or any other littoral state cannot convinc¬ 
ingly make out a case that US or, for that 
matter, Soviet naval activity, whether in 
terms of particular moves or acts, or even 
in a general sense, constitute a threat to 
its sovereignty or independence, its 
government may strike a self-righteous 
attitude only at the risk of looking silly. 
On this particular occasion, when the 
issue is the Anglo-American agreement 
on a build-up of a US naval base on 
Diego Garcia, any attempt on the part of 
the government of India to put the US 
government in the dock would only foul 
lndo-US relations further—and this at a 
time when both countries seem to be keen 
on promoting understanding and cordiali¬ 
ty between themselves. 

In any case. I see no rhyme or reason 
in Mrs Gandhi seeking to make Diego 
Garcia an issue in the forthcoming elec¬ 
tions. She chose the occasion of an elec¬ 
tion meeting in Jaunpur to harangue 
against the threat of nuclear ships moving 
into the Indian Ocean. Is it the implica¬ 
tion that, if the people of Uttar Pradesh 


were to be so swayed by tttys oratory as to 
vote her party back to power with a mas¬ 
sive majority in the UP assembly, the 
United States will be forced to think again 
before it proceeds with its plans for Diego 
Garcia? Perhaps the fact that Jaunpur 
happens to be a stronghold of the Jana 
Sangh accounts for Mrs Gandhi's odd 
choice of an electioneering topic for her 
public meeting in that place. Quite pos¬ 
sibly the prime minister wanted to insinu¬ 
ate that a victory for the Jana Sangh in the 
UP elections might mean not only an 
endorsement of an American naval pre¬ 
sence in the Indian Ocean but even posi¬ 
tive encouragement to it. “Amriki Hatao'\ 
apparently, is to be the election slogan of 
the day. 

I suppose one must 

admire the effortless ease with which 
Mr Sarwar Latecf can progress from 
the obvious to the outrageous. 
Writing in The Statesman of January 
31, he sets down the self-evident 
propostion that political criteria in¬ 
fluence economic relations between coun¬ 
tries. From this he deduces that Ind'a’s 
negotiations with other countries on trade 
or other economic cooperation issues 
should be conducted by the ministry of 
External Affairs and not by the various 
economic ministries, the ministry of Com¬ 
merce not excepted. After caustically 
remarking that there are at least as many 
cx-officio Foreign ministers as there are 
economic ministries in the government 
of India, he blithely recommends that the 
responsibility for and conduct of what he 
describes as India’s foreign economic 
relations should be centralized in the 
External Affairs ministry. He him¬ 
self says that the Economic Division in 
the External Affairs ministry is at present 
"understaffed and ineffective.” Is it his 
proposal that this department should be 
extended on such a scale that it could take 
over the detailed work of each and every 
trade or economic cooperation negotiation 
which may involve foreign economic rela¬ 
tions and which the various economic 
ministries of the government of India, 
among themselves, are looking after at pre¬ 
sent? To state such a proposition is to 
expose its absurdity. 

1 do not know how far Mr Swaran 


MOVING 

FINGER 


Srngh is personally keen on wearing all 
that cluster of hats which Mr lateef wants 
to place on his head but, if I were Mr 
Swaran Singh, I would worry more about 
so much of the direct poaching that has 
been taking place on his own un¬ 

mistakable territory than bother about 
pilfering the EEC or the UNCTAD 

files from Mr Chattopadhyaya’s 

travel bag. Incidentally, I wonder 

whether Mr Lateef is aware that the 
minister for External Affairs is not be¬ 
ing exactly left out in the cold where 
India’s foreign economic relations are con¬ 
cerned. For instance, it was Mr Swaran 
Singh’s extremely useful intervention at an 
advanced stage of negotiations which pro¬ 
moted the conclusion of New Delhi’s re¬ 
cent agreement with the Japanese govern¬ 
ment on the establishment of new 
fertilizer plants in the public sector 
in our country. The truth is that the 
External Affairs ministry, like the 
Finance ministry or the ministry of Plan¬ 
ning, is by its very nature in a position to 
influence or participate in the work of 
various other ministries through the nor¬ 
mal processes of consultation or coordi¬ 
nation in the functioning of government. 


Merely in terms of 

numbers the 5th conference of the 
Confederation of Asian Chambers of 
Commerce and Industry (CACCl), 
which met in New Delhi from the 
4th to the 8th of February under 
the auspices of the Federation of 
Indian Chambers of Commerce and In¬ 
dustry (FICCI), was quite an impressive 
gathering. Over 300 delegates from the 
member-countries of CACCl, together 
with observers from national governments 
and international organizations, namely, 
ADB, ECAFE, PICA and UNIDO, were 
brought together to exchange views and 
ideas on the tHeine "Asian Prosperity 
through Mutual Cooperation”. The suc¬ 
cess of a conference of this kind must al¬ 
ways depend considerably on the enthu¬ 
siasm and efficiency with which the secre¬ 
tariat of the host organization carries the 
thousand and one chores that inevitably 
become its responsibility. The FICCI, 
fortunately, has built up a fund of impres¬ 
sive expertise in this regard and it is there¬ 
fore not surprising that the delegates were 
so genuinely appreciative of the way they 
and the work of the conference were look¬ 
ed after. This is on the credit side of our 
national ledger. On the debit side of 
course were the daily newspaper headlines 
on Gujarat or our various economic 
trouble spots, which were regularly served 
with the morning breakfast to the 


visiting delegates 
during their brief 
; sojourn in our 
^country. 
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TRADE 

WINDS 


Airlines 9 Woes 

Tiih w.PiiiY chairman and 
Commercial Director (Overseas 
Di-vision) of British Airways, 
Mr. R. M. Hillary, told news¬ 
men here last week that the 
profitability of all airlines— 
international as well as domes¬ 
tic- -would be very adversely 
affected this year owing to 
the sharp rise in the prices of 
oil. Most of the airlines might 
even incur los es. The air¬ 
lines, therefore, would have 
not only to concentrate efforts 
on fuller utilization of their 
capacities but also at cutting 
out all unnecessary expen- 
diturt 1 he smaller countries, 
which aspired to have their 
own airlines, might have to 
consider regiona I av > pc ra - 
tion. 

British Aiiwaw he feared, 
might not be able this year 
to expand their operations by 
15 per cent, as had been the 
practice in the past. The 
organisation might have to 
remain content with its pre¬ 
sent operations. Some ration¬ 
alisation and reorganisation of 
unites might have to be effect¬ 
ed in cooperation with the 
other international airlines 
with a view to improving the 
utilization of capacity. The 
availability of aviation fuel, 
he added, might not remain 
a big problem. This issue 
might be resolved soon. But 
the price factor had to be 
contended with. 

US Textile 
Machinery Mission 

The seven-member US 
textile machinery manufac¬ 
turers mission luadxl by 
Mr Carroll Francis llopkins. 
which left New Delhi last 
week for Pakistan, alter a 


fortnight’s stay in India, told 
newsmen at a press confer¬ 
ence that the US textile 
machinery manufacturers were 
keenly interested in stepping 
up not only exports of tex¬ 
tile machinery to India but 
also in entering into collabo¬ 
ration arrangements with 
Indian manufacturers for the 
production of sophisticated 
equipment in India itself. 
This collaboration could lake 
cjther of the two forms— 
production under licence or 
through joint ventures. They 
were of the view that high 
labour costs in the develop¬ 
ed countries necessitated ex¬ 
pansion of such industries as 
textiles in the developing 
countries. They were interest¬ 
ed in India particularly be¬ 
cause it is already a big ex¬ 
porter of textiles. 

The members of the mis¬ 
sion pointed out that the 
prospects of collaboration 
between the US manufacturers 
and Indian manufacturers, 
whether they belonged to the 
public sector or the private 
sector, depended a great deal 
on ‘"the rules of the game” 
being observed by India. India 
also had to compete with the 
other countries in this regard. 
The US investors, they stress¬ 
ed. were concerned about 
the frequent changes taking 
place in not only the texta- 
tion structure, sometimes with 
retrospective effect, but also 
in the overall economic 
policies. The US manufac¬ 
turers. it was pointed out, were 
willing to accept any reason¬ 
able conditions for their ope¬ 
rations in India. It also did 
not matter to them whether 
they were allowed majority 
or minority participation in- 
joint ventures here. But they 
definitely needed stability in 


policies for five to seven 
years so that they could pro¬ 
perly plan their production 
and investment programmes. 

The US manufacturers, it 
was further emphasised by 
the members of the mission, 
recognised that not all but 
nearly 1,700 items which 
they could offer would be 
required by India because of 
the conditions obtainable in 
the country. But still there 
was considerable scope for 
India going in for several 
sophisticated equipment both 
for production for the domestic 
market and that meant for 
export. 

The representatives of 
Indian business interests who 
participated in the press con¬ 
ference, also expressed the 
view that there was consider¬ 
able scope for import of tex¬ 
tile technology and equip¬ 
ment from the developed 
countries. The piescnt capa¬ 
city for the production of 
textile machinery in the count¬ 
ry, it was pointed out by 
Mir G. K. Devarjulu, Chair 
man of the Development 
Council for Textile Machinery, 
could yield only 60—65 per 
cent of the fifth Plan require¬ 
ments, which were estimated 
around Rs 800 crorcs 350 
owes for modernisation and 
Rs 450 crores for the expan¬ 
sion of the textile industry. 
Mr S. P. Virmani. Chairman 
of the North Indian Textile 
Mills Association, observed 
that although the government 
would not allow imports of 
the types of machinery which 
were being produced indigen¬ 
ously, imports of sophisticated 
equipment not yet produced 
domeslicallv or the indigenous 
output of which was not ade¬ 
quate, should not be grudged 
if advantage was to be taken 
of the current textile boom 
in the world. 

CACCI Meet 

Business leaders from seve¬ 
ral Asian countries who as¬ 
sembled here last week for 
the fifth conference of the 
Confederation of Asian Cham¬ 
bers of Commerce and Indus¬ 
try (CACCI), drew up a pro¬ 
gramme to pool the talents 


and resources of the ' region 
for the beineflt of national 
economies. The conference 
deliberated for two days on 
the ways and means of foster¬ 
ing Asian prosperity through 
mutual cooperation. 

The new president of the 
CACCI, Mr F. R. G. Strick¬ 
land (of Australia) told a 
news conference at the con¬ 
clusion of the conference that 
something worthwhile would 
be achieved in future, unlike 
in the past when a lot of lip 
service was paid to regional 
cooperation. Even work study 
groups, he pointed out, had 
been formed on various sub¬ 
jects such as trade, investment, 
resources, energy, agriculture, 
shipping and tourism, whose 
reports would be available for 
the CACCI Council meeting 
early next year. Bangladesh, 
he added, had joined the 
CACTI as the eleventh mem¬ 
ber on the eve of last week's 
conference. Nepal had sent a 
team of observers. It too 
could be expected to join the 
CACCI soon. The conference 
was attended among others by 
the representatives of Austra¬ 
lia. Indonesia, India. Japan. 
South Korea, New Zealand, 
the Philippines, Thailand and 
South Vietnam. The west 
Asian countries too have been 
urged to join the organisa¬ 
tion. 

The conference lent its 
support to the idea of creat¬ 
ing an Asian buffer stock of 
foodgrains. which was put 
forward by the union Finance 
minUlci. Mr V. B. Chavan, 
in his address to a luncheon 
meeting of the conference. It 
also felt that greater attention 
had to be paid to agricultural 
development to eliminate the 
shortage of food and create 
exportable surpluses. 

On the crisis which wor¬ 
ried all, the CACCI wanted 
the governments in the. region 
to search for alternative 
.sources of energy and encour¬ 
age exploration of oil resour¬ 
ces, both on land and in the 
offshore area. Another sugges¬ 
tion made in this regard was 
that commodity agreements 
should be initiated to bring 
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about greater parity in price 
levels. 

The conference urged for 
a closer working partnership 
among governments, private 
enterprise and labour as no 
plan for regional develop¬ 
ment could succeed without 
this cooperation. The CACCi 
also discussed the unstable 
international monetary situa¬ 
tion and the worsening infla¬ 
tion. On expansion of trade, 
it suggested that long-term 
arrangements and treaties bet¬ 
ween countries could be 
entered into. Co-operation 
could also be fostered through 
transfers of technology and 
such measures as setting up 
of joint ventures. 

Norwegian Assistance 

A five-year agreement for 
Norwegian assistance to India 
was signed in New Delhi 
recently. With this agreement, 
Norwegian assistance enters a 
new phase in the development 
of fisheries by providing techni¬ 
cal expertise and equipment 
for building fishing vessels in 
the country. The agreement 
was signed by Mr Torbjorn 
Christiansen, ambassador of 
Norway in India and by Mr 
J. R. Hiremath, joint secretary, 
department of Economic Af¬ 
fairs, ministry of Finance. The 
agreement provides that the 
Norwegian government would 
make available commodities 
in various fields like agricul¬ 
ture, fisheries, education, 
transport, boat building, hydro¬ 
electric power development 
and manufacturing industry. 
The costs such as purchase, 
transport and insurance 
would be paid for by the 
government of Norway. The 
union government would un¬ 
dertake to provide the re¬ 
quisite facilities connected with 
the import of commodities, 
internal transportation costs, 
fees, customs duties and har¬ 
bour charges in respect of the 
commodities supplied by Nor¬ 
way. The sale proceeds, if any, 
as a result of the sale com¬ 
modities supplied by Norway 
will be credited to the general 
revenues of the government 
of India for meeting ex- 
iiture of development pro¬ 
ofs included in the Plan, 

Norway has been providing 
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since 1952 commodity assis¬ 
tance to India on grant basis 
on a significant scale, mostly in 
the shape of equipment, traw¬ 
lers and vessels for development 
of fishing industry in India. 
More recently the Norwegian 
government have been provid¬ 
ing fertilisers on grant basis 


for the agricultural develop¬ 
ment programme. 

Tariff Preferences 
by Australia 

Tlte Australian minister for 
Overseas Trade, Dr J. F. 
Cairns, announced details 


of a new preferential tarii 
scheme with will open up nex 
opportunities for a wide rangi 
of Indian goods in the Aus 
tralian market. The scheme 
which applies only to develop 
ing countries, is a further ex 
tension of the Australia; 
government's decision of Jul; 


THE OP TREND 

IN 1973, DENA BANK 
HAS MAINTAINED ITS ONWARD MARCH 
NOTWITHSTANDING THE 
STRESSES AND STRAINS 



The bank expanded its network of 
branches to cover more rural and 
semi urban areas as well as cities 
and had 565 Branches at the year end 
iff 15 States and 4 Union Territories. 
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Provided increased financial assistance 

to a larger number of entrepreneurs, exporters, 

agriculturists, artisans and other self employed 

persons, raising the total advances by 45% to R$, 190 crores 


Through its numerous savings schemes, 
achieved a rate of growth of 27% in deposits, 
fhe total deposits stood at 
Rs 280 crores at the year e;iri 





L A of India Undertaking l 

Hand OKlen: Hornlman Circle. 
Bombay 40te0t. 


279 


KmmamtoWim 
FEBRUARY IS, 1974 




1973 to reduce all of its tariffs 
across the board by 25 per 
cent Under this new non-reci¬ 
procal preferential '* tariff 
scheme, most manufac¬ 
tures, semi-manufactures and 
substantially processed pri- 
} muy products may be im- 
S ported from developing coun¬ 
tries either duty free or at 
considerably reduced rates. 

( Except for a few products, all 
items covered by the scheme 
may be imported from deve¬ 
loping countries free of quota 
limitation. 

This scheme replaces the 
former Australian LDC pre¬ 
ference scheme which was 
introduced in 1966 and under 
which India was the major 
beneficiary. This greatly ex¬ 
panded system of LDC tariff 
preferences, when taken with 
the earlier 25 per cent tariff 
cut means that duties on a 
wide range of products have 
been reduced by between 331/3 
per cent and 75 per cent of the 
pre-July 1973 rates, with an 
average of 50 per cent. In 
addition 860 items or about 
one-third of all items on the 
Australian tariff may be im¬ 
ported into Australia from 
India and other developing 
countries free of duty. Addi¬ 
tionally, 325 items arc free of 
duty from any source. 

Under the new scheme, 
developing countries will 
receive an initial preferential 
rate of 10 per cent ad 
valorem below the relevant 
general tariff rate. The minis¬ 
ter added that it is the intention 
of the Australian government 
to undertake a full-scale review 
of the system every two years 
with the object of making 
further reduction of 10 per 
cent ad valorem in preferen¬ 
tial rates of duty until such 
time as imports from develop¬ 
ing countries become competi¬ 
tive in the Australian market. 
The minister went on to say 
that the Australian govern¬ 
ment, in its effort to expand 
further the trade opportuni¬ 
ties available to developing 
countries, would be establish¬ 
ing within the Australian 
department of Overseas Trade 
in Canberra, a facility design¬ 
ed to assist India and other 
developing countries to est¬ 


ablish their products in the 
Australian market. The ser¬ 
vices which this unit will pro¬ 
vide include preparation of 
marketing information and the 
processing of trade enquiries 
from the relevant authorities 
in the exporting developing 
countries. 

It is expected that this new 
scheme will open up greatly 
increased opportunities for 
India to export a wide range 
of non-traditional manu- 
facrured products to Aus¬ 
tralia. Australian importers 
see the opportunity of im¬ 
porting many new products, 
such as machine tools, and 
wood working machinery, 
hand tools, construction and 
materials handling equipment, 
cables, steel pipe, builders 
hardware, domestic appliances, 
textile machinery, laboratory 
equipment, electric motors, 
welding and medical equip¬ 
ment, furniture, communica¬ 
tions equipment, automotive 
part9, pumps, watches, and 
sporting equipment. 

Aid from Franco 

France has granted to this 
country a loan of 274 million 
francs to buy French goods and 


services, it was officially an¬ 
nounced recently. French aid 
to India has doubled in the 
last four year. Almost half 
of the assistance will be spent 
on industrial complexes and 
heavy equipment. 

Indo-French 

Collaboration 

A high-level official dele¬ 
gation left this country for 
Paris on an exploratory 
mission for economic co¬ 
operation on long-term basis 
between India and France. The 
visit of the delegation, led by 
economic secretary, Mr M. G. 
Kaul is a follow-up to a visit 
to this country of French 
Finance minister, M. Giseard d’ 
Estaing in November la9t year 
at the invitation of the govern¬ 
ment India which had sugges¬ 
ted such areas of co-operation 
as adopting improved techni¬ 
ques of coal-mining, geologi¬ 
cal and geo-physical surveys, 
collaboration in exploration 
and production of oil 
and gas, power generation, 
fertilisers, pesticides, organic 
jchemicals, steel, non-ferrous 
metals, drugs and pharmaceu¬ 
ticals and heavy engineering 
industry. The team will hold 


discussions on French develop¬ 
ment assistance to India for 
1974-75. • 

Export to Soviet Union 

Mr S. P. Mostov, vice-pre¬ 
sident, Razenoexport, one of 
Russia's trade agencies, recently 
placed an order for woollen 
knitwear worth Rs 1.7 crores 
with some 13 hosiery units. 
Mr Mostov told nswsmsn that 
this year’s total buying of 
woollca knitwear from this 
country woutd amount to Rs 
15.3 crores against Rs 14.4 
crores last year. He revealed 
that Rozenoexport had placed 
an order for 14,000 tonnes of 
tobacco with 16 firms in Gun¬ 
tur and for 50 million worth 
of ready-made garments with 
firms in Delhi and Bombay. 
Order worth over Rs 2 cror¬ 
es for 60,000 pairs of shoes 
have also been placed with 
Indian exporters. Next month 
a special delegation will visit 
this country to place orders 
for 400 tonnes of mica. 

Soviet Experts 

At least two major teams 
of experts will visit this coun¬ 
try in the next two weeks to 
further the programme of Indo- 



4ar fleet of sixteen modern freighters offers feel* 
regular and dependable service between 
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Soviet economic co-operation nity in Delhi that the balance porting payments arrangement^ existing financial institutions 
agreed on during the visit of of payments problems Which The committee, headed by Mr for promoting export of ca$- 
Mr Leonid Brezhnev to this stood in the way of expanding B. D. Kumar, joint secretary, tal goods and turnkey project* 
country in November last. A intra-regional trade should be union Commerce ministry, and the need for a specialist 
team of agricultural special- dealt with making suitable sup- will examine the adequacy of agency* 
ists will report on the scope . 

and form of advice and assist- ~ r 


ance in sheep breeding and 
sugar beet'cultivation which 
forms part of India's plans for 
the uplift of small farmers and 
people in tribal areas. The 
other team will study possi¬ 
bilities of production co-opera¬ 
tion in the machine tools indus¬ 
try enabling this country to 
fully utilise its technical and 
production capacities and raise 
exports to third countries and 
the Soviet Union. Two more 
teams of geologists are also 
to visit in the near future but 
the dates for their visit are still 
to be fixed. One of them will 
prepare a feasibility report on 
exploiting lowgradc alumina 
deposits in Madhya Pradesh. 
According to preliminary esti¬ 
mates, these deposits are cap¬ 
able of yielding 500,000 tonnes 
a year and the USSR is ready 
to buy the output. The second 
team will investigate possibili¬ 
ties of collaboration in the ex¬ 
ploitation of non-ferrous depo¬ 
sits in India and the setting up 
of enterprises of non-ferrous 
metallurgy. 

African Currancy Float 

Five central African coun¬ 
tries have decided to float their 
common currency, the CFA 
franc, following the floating 
of the French franc it was an¬ 
nounced recently. The coun¬ 
tries are Cameroon, Congo, the 
Central African Republic, Ga¬ 
bon and Chad. 

Import Export Bank 

The union government an¬ 
nounced the appointment of a 
live-member committee to exami¬ 
ne the feasibility of setting up an 
import-export bank to finance 
the country's export trade and 
overseas turnkey projects. The 
bank would help expand eco¬ 
nomic relations with the deve¬ 
loping world and counter the 
adverse effects of frequent in¬ 
creases in the price of cmde 
oil. The announcement came 
within, a few hours of Finance 
minister Y. B, Chavan’s sug- 
to the representatives 
or the Asian business commu- 
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Under the fneome Tet Act 1961, the Govern¬ 
ment of Indie can acquire any immovable 
property transferred by way of sate or exchange 
on or after 15th November, 1072, if: 

(a) the “fair market value" of the property » 
on the date of transfer exceeds Rs. 25,000; 

(b) the fair market value as on the date of 
transfer exceeds the "apparent consideration'’ 
therefor, stated In the transfer deed, by more 
(hen 15% of such apparent consideration; and 

(c) the object of not stating tha true amount of 
the consideration in the transfer deed ia to : 

(i) facilitate either the reduction or evasion of 
the liability of the transferor to pay tax on the 
Income arising from the transfer; 

(ii) or to facilitate the concealment of any 
Income or any moneys or other assets ol the 
transferee which he has not disclosed, but 
which he ought to have disclosed for the pur¬ 
poses of the Income Tax or Wealth Tax Acts. 

IMMOVABLE PROPERTY 
DEFINITION 

The term "Immovable Properly " for 
this purpose means any land (including 
agricultural land) or any building or part 
of a building and Includes, where any 
land or any building or part of a building 
Is transferred together with any machi¬ 
nery, plant, furniture, fittings or other 
things, such machinery, plant, furniture, 
fittings or other things also. It also 
Includes any rights In such land, build¬ 
ing, part of a building, machinery, plant, 
furniture, fittings and other things. 

ACQUISITION 

Ttw n«w provisions relating to th* acquisition 
of Immovable properties contained In Chapter 
XXA (Section 269A to 269$) of the Income-tax 


Act, 1961 would apply to properties situated 
anywhere In India excluding the State of Jammu 
and Kashmir. 

Acquisition proceedings regarding such 
Immovable properties can be Initiated by the 
Competent Authority at any time within nine 
months from the end of the month In which the 
instrument of transfer relating to such property 
Is registered under the Registration Act, 1908. 
Tax-payers' rights are safeguarded by adequate 
provisions for appeals, etc. 

COMPENSATION 

In respect of the properties so 
acquired compensation will be paid 
by tbs Government of India which 
would be equal to tha amount of tha 
apparent consideration stated in the 
transfer deed* plus 15% of such 
apparent consideration subject to 
certain conditions. 

EXEMPTION 

The provisions for acquisition, however, 
do not apply to any transfer of immovable pro¬ 
perty made by a person to his relative on 
account of natural love and affection for a 
consideration which is less than its fair market 
value, If a recital to that effect la made In the 
instrument of transfer. 

For more details please contact tho As si slant 
Commissioner empowered by the Central 
Government to function as the Competent 
Authority or the Public Relations Officer of ths 
Incoms-tex Dspartmsnt. 


Issued by; 

The Directorate of Inspection 
(Research* Statistics and Publication) 

Mayur B ha wan, Connaught Circus, New Delhi 
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COMPANY 

AFFAIRS 


Sudarian Trading 

Sudarsan Trading Company 
Ltd had long been examining 
the question of segregating the 
chit fund business from its 
other activities. This was 
partly aimed at administrative 
convenience and also to keep 
in step with the government's 
policy of keeping financial 
institutions as exclusive en¬ 
tities. The directors of the 
company therefore promoted 
a fully-owned subsidiary sty¬ 
led Sudarsan Chits (India) 
Ltd. This unit was incorpora¬ 
ted on February 19, 1973 and 
it commenced its chit business 
in May 1973. Since then the 
company has made pheno¬ 
menal progress, and it bears 
ample testimony to the wisdom 
and far-sightedness of the di¬ 
rectors of the company. This 
was stressed by the Chairman, 
Maj. Gen. D.C. Misra while 
addressing the annual general 
meeting of the company. The 
directors are devoting, and will 
continue to concentrate their 
energies in the coming year 
also, in consolidating the posi¬ 
tion of the company rather 
than expanding and diversify¬ 
ing its activities. 

Substantia) progress lias 
already been made in stream¬ 
lining the administrative 
machinery and achieving bet¬ 
ter management control. As 
a result of these constructive 
measures, the number of 
branches of the chit unit has 
gone up to 96, and is now even¬ 
ly spread throughout the coun¬ 
try. Considerable progress 
has also made by the com¬ 
pany in other spheres of its 
activities as well. All the three 
units of Ferokc Tile Works are 
functioning satisfactorily, des¬ 
pite several severe constraints 
such as power, fuel, and raw 
materials. The mounting costs 
of construction has provoked 
the company to find cheaper 


and suitable substitutes for 
traditional building materials. 

The company is now planning 
to produce tcracotta hollow 
blocks as a substitute for late- 
rite which is becoming very 
prohibitive. Despite a substan- 
tanlial increase in sales, pro¬ 
fits of Standard Furniture have 
declined. This was largely 
due to considerable rise in the 
cost of timber, the main raw 
material and shortage of urea 
formaldehyde resin, the princi¬ 
pal bonding agent for ply¬ 
wood. Mylampara Estate 
could earn only a nominal 
profit largely because of the 
exhorbitant costs of fertilizer 
and labour but the outlook for 
the future appears to be bright. 
Among the subsidiary com¬ 
panies, Sudarsan International 
Ltd, it is gratifying to note, is 
nearing completion of its 
first phase and, on completion 
of its final phase, this hotel 
will have 200 rooms and it will 
have all the amenities and ser¬ 
vices of an ultra-modern luxury 
hotel. 

Chloride Indie 

Chloride India's future orga¬ 
nic growth lies mainly in the 
expansion of its manufactur¬ 
ing base which, of course, is 
dependent on government’s po¬ 
licies. An application for ful¬ 
ler utilisation of the existing 
capacities has been approved 
by the government and the 
company is continuing its dia¬ 
logue in respect of export sti¬ 
pulations. The company also 
has submitted a proposal 
for further expansion at the 
Chinchwad factory which will 
include both automotive and in¬ 
dustrial batteries, offering subs¬ 
tantial exports and additional 
equity shares to Indian subs¬ 
cribers as would be appropri¬ 
ate. Strategies for diversinca~* v 
tion are also being evolved. 
As regards the company’s pro¬ 


spects in the immediate future, 
it is obviously dependent on a 
number of external factors 
including the state of the eco¬ 
nomy in general and the im¬ 
pact of the international oil 
crisis on the country’s ability 
to import essential raw mate¬ 
rials such as lead, antimony, 
etc. in particular. Under the 
prevailing circumstances it is 
extremely difficult to forecast 
with any confidence what the 
shape of things is likely to be, 
although every effort is being 
made to ensure that the com¬ 
pany’s operations are not ham¬ 
pered to any great extent. 

In order to meet the challen¬ 
ge of the future, the company 
is in the process of strengthen¬ 
ing its management resources by 
external recruitment and inter¬ 
nal management development 
programmes. A management 
by objectives approach has 
been adopted to synchronise 
individual motivation with cor¬ 
porate objectives. As the go¬ 
vernment sanction one for 
three bonus issue, as app¬ 
roved by the members on Ja¬ 
nuary 17, 1972 had been pend¬ 
ing for a considerable length 
of time, and in the meantime, 
The Company’s reserves 
increased substantially it 
was considered appropriate 
to apply for a larger, eight for 
nine, bonus issue and this has 
been approved at the extra¬ 
ordinary general meeting held 
on December 19, 1973. Since 
for the expansion of the 
Chinchwad factory, the com¬ 
pany has proposed to issue 
.some additional shares to In¬ 
dian subscribers, it can rea¬ 
sonably be hoped that the re¬ 
vised bonus application will 
receive the government’s app¬ 
roval. 

Vulr Sultan 

Vazir Sultan Tobacco Com¬ 
pany Ltd, has obtained the 


content of its shareholders and 
the High Court’s approval 
for amending the object clauses 
of the memorandum of associa¬ 
tion in order to enter into any 
type of fruitful commercial 
activity which Would streng¬ 
then and complement its main 
business. A number of project 
studies have already been 
completed and are in various 
stages of implementation. This 
was disclosed by the Chair- 
man, Mr A.M. La) while add¬ 
ressing the annual general 
meeting of the company held 
recently at Hyderabad. 

Chairman also dealt with the 
effects of inflation on the com¬ 
pany's costs and the steps being 
taken to contain them. The 
tobacco purchased by the com¬ 
pany during 1972-73, was 10 
per cent more costlier per kg 
than in the previous year's 
crop. In spite of the fact that 
the company bought an un¬ 
usually small quantity because 
of poor harvest, this 10 per cent 
increase has meant for the com¬ 
pany a Rs 25 lakh increase in 
its bill. There have simultane¬ 
ously been an alarming rise in 
the costs of other raw mate¬ 
rials, ranging from 30 to 60 per 
cent over 1971-72. The costs 
of other services such as trans¬ 
portation, coal and interest 
charges too have registered an 
abnormal rise during the year 
and what is more, the costs are 
bound to go up further, rather 
steeply, m future under the 
inflationary spiral. Faced with 
such difficulties, the company 
made an attempt to control 
wasteful expenditures which 
would add to the current in¬ 
flationary pressures. This has 
meant a more intensive super¬ 
vision over cash, expenditure 
on revenue and capital account, 
inventories and investments. 

A close look at financial 
results of the company for the 
year ended September 30, 1973 
will convince one as to bow the 
company has been eminently 
successful in its attempts. It 
is noteworthy that costs over 
which the company has direct 
control has not risen signifi¬ 
cantly over the year. Of the 
increase of Rs 325 lakhs in 
expenditure, Rs 100 lakh has 
been absorbed by increases in 
the costs of raw materials, Rs 
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185 lakhs by higher excise du¬ 
ties, and Rs 40 lakhs by other 
costs. Of this Rs 40 lakhs, Rs 
15 lakhs are on account of a 
provision for retiring gratuity 
which has been made neces¬ 
sary by recent legislation. The 
remaining Rs 25 lakhs re¬ 
present an increase of Rs 4 
lakhs in interest charges, Rs 
11 lakhs in the payment of 
wages and benefits to it em¬ 
ployees and only Rs 10 lakhs 
in other costs. This is indeed 
negligible, rather very insigni¬ 
ficant, when compared to its 
total costs of Rs 58.36 crore’s. 
As a result of these measures 
and a sound pricing policy, 
there has been a handsome im¬ 
provement in its net profits 
after tax which is now almost 
Rs 90 lakhs. This remarkable 
financial performance has, 
therefore, given added confi¬ 
dence and encouragement to 
the management to go ahead 
with its new business activities. 


American Express 

The estimated consolidated 
net income of American 
Express Company and subsi¬ 
diaries in 1973 increased 22 
per cent to a record $150.9 
million compared with $123.7 
million in 1972. Net income per 
common share increased to 
$2.09 per share from$ 1.72 
per share in 1972. It is note¬ 
worthy that 1973 was the 
26th consecutive year in which 
American Express Company 
has reported increases in 
consolidated net income 
per share before extra 
ordinary credits in certain prior 
years. For the year, total in¬ 
come from travel and financial 
services (other than insurance) 
was up 17.9 per cent to $64.4 
million from $54.6 million. 
Operating income for this 
sector of American Express 
business increased 20.7 per 
cent to $62.0 million from 
$51.4 million. Total income 
of insurance services for the 
year was up by 25.3 per cent 
to $86.5 million from $69.0 
million, of which operating in¬ 
come increased 29.8 per cent 
to $78.9 million from $60.8 
million. 

Consolidated net income for 
the fourth quarter rose to 


$38.0 million from $34.4 mil¬ 
lion, an increase of 10.4 per 
cent. Operating income of 
travel and financial services 
(other than insurance) in¬ 
creased 15.4 per cent to $12.9 
million from $11.2 million and 
operating income of Insurance 
Services increase 15.1 per cent, 
to $22.5 million from $19.5 
million. In short 1973 was an 
excellent year for American 
Express Company. Travelers 
Cheques enjoyed the largest 
dollar volume increase in his¬ 
tory. The Card Division too 
experienced another good year. 
One million net Cardmembcrs 
were added for the second con¬ 
secutive year and Cordmembers 
will soon exceed six million, 
worldwide. The 1974 charge 
volume continues in line with 
expectations. Sales of the 
Travel Divisions were up again 
despite softening in US to Eu¬ 
rope lour sales in the latter part 
of 1973. Current factors which 
could benefit tour sales are 
continued strengthening of the 
dollar abroad, additional Euro¬ 
pean support for tourism and 
good availability of hotel beds 
and airline seats. Another 
positive factor for the year is 
the growing increase in travel 
originating outside the united 
States. 

News and Notes 

(Expansion and Diversification) 

Looking lo the good demand 
for cement and the high target 
fixed for the fifth Plan, Panyam 
Cements and Mineral Industries 
is considering to set up a new 
dry-process plant of a capacity 
of 1,200 tonnes per day. Mean¬ 
while, the company is making 
satisfactory progress in imple¬ 
menting the expansion project 
at Cementnagar. The erection 
work is already in progress, 
and the management is confi¬ 
dent that the machinery will 
be commissioned by April or 
May 1974. Steady progress is 
also being maintained at the 
calcium carbide project. Ma¬ 
chinery has already started 
arriving and erection is ex¬ 
pected to start soon. In view 
of the heavy capital expendi¬ 
ture on hand» the company 
it is learnt, has approached its 
preference shareholders to 


agree for extension of the 
period of redemption. 

New Issues 

Ipco Packaging Ltd, an 
existing company, will be 
entering the capital market 
on February 20 with a 
public issue of Rs 35 lakhs in 
3.5 lakh equity shares of Rs 
10 each at par. The subscrip¬ 
tion list will close on March 
2 or earlier, but not before 
February 23. The company is 
at present engaged in the manu¬ 
facture of corrugated paper 
containers and its factory is 
located in Bombay. It now 
proposes to set up at Tarapur, 
in Maharashtra, a project for 
the manufacture of printing, 
writing and wrapping paper 
board with an installed capacity 
of 4,500 tonnes per annum. 
The project is expected to be 
commissioned by the end of 
1974. The company achieved a 
turnover of about Rs 40,00 
lakhs for 1972 -73 and a gross 
profit of Rs 3.80 lakhs. It hopes 
that once the new project goes 
into production, the sales wdi 
go up to Rs 85 lakhs in the 
first year, rising to Rs 180 lakhs 
in the third year. The com¬ 
pany further hopes to pay a 
maiden dividend of 10 per cent 
for the first year and 15 per 
cent in the following year'. 

Ramacast Ltd will be en¬ 
tering soon with a public issue 
of Rs 25 lakhs in equity shares 
of Rs 10 each to raise a part 
of the resources for its Rs 75 
lakh expanion project for the 
manufacture of 11,000 tonnes 
of small-sized ingot moulds 
and bottom plates with 
provisions to expand the 
capacity to 20,000 tonnes 
per year. The existing cast 
iron foundry at Motihari, 
Champaran district, Bihar, is 
doing fairly well. Good pro¬ 
gress has been made in the 
implementation of the propos¬ 
ed project. The company 
hopes that it will be in a posi¬ 
tion to pay handsome dividend 
for the year ending June 1974. 

S*R*P. Tools Ltd, will soon 
be offering for public subscrip¬ 
tion equity shares worth Rs 
17.50 lakhs to raise a part of 
the finance for Rs 1.76 
crore expansion programme 
for the manufacture of gear 
cutting tools and broaches in 


addition to the production of 
chasers, cutting tools, cutters 
and threading tools. The pro¬ 
posed plant will be set up at 
Ranipet, Walajah, Tamil Nadu, 
before May and commercial 
production is expected to com¬ 
mence in July. It has entered 
jnto a collaboration agreement 
with leading concern in Japan. 
It does not anticipate any diffi¬ 
culty in marketing its new pro¬ 
ducts* 

Capital and Bonus 
Issues 

Consent has been accorded 
to fourteen companies to raise 
capital amounting to over Rs 
9.47 crores. 

Following are the details: 
Wood Craft Products Ltd*, 
Calcutta, have been granted 
consent, valid for three months, 
to capitalise Rs 2 3,52, 0 00 out 

Company Notice: 

The Calcutta Electric 
Supply Corp, Ltd* 

(incorporated in England) 
NOTICE 

Notice is here by given,that 
the Board of Directors of'this 
Company at a meeting held on 
30th January, 1974 have dec¬ 
lared payment of an Final 
Dividend on the Company’s 
Preference Stock for the year 
ending 31st March, 1974, at 
the rate of 3 % gross. Payment 
will be made on 29th March, < 
1974 after deduction of appro¬ 
priate Indian income Tax to 
those stockholders whose 
names are registered in the 
Company’s Stock Register on 
22nd February, 1974. 

Applications for transfers re¬ 
ceived in this office upto 22nd 
February, 1974, will, if other¬ 
wise satisfactory, be registered 
at that date for the purpose of 
participation in the above Divi¬ 
dend. The Registration of 
Transfers of Preference Stock 
in the Calcutta Register will 
remain suspended and the 
Register of Preference Stock¬ 
holders in Calcutta will remain 
closed during the period from 
23rd February to 1st March, 
1974, both days inclusive. 

By Order of the Board 
$. K. Niyogi 
■ SECRETARY 
VICTORIA HOUSE 
Calcutta 1. 

30th January, 1974 
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?f Its general reserve and is sue 
fully paid equity sham of Rs 
10 each as bonus shares in the 
ratio of one bonus share for 
every equity share held. 

The Farrukhabad Electric 
Supply Co Ltd., Uttar Pradesh, 
have been granted consent, 
valid for a period of three 
months, for issue of bonus 
shares worth Rs 1,19,970. 

Bombay Dyeing and Manufac¬ 
turing Co. Ltd., Bombay, have 
been granted consent, valid for 
a period of three months, for 
issue of bonus shares worth Rs 
72,211,225. 

Amar Dye-Chem Ltd., have 
been granted consent valid for 
three months for issue of bo¬ 
nus shares worth Rs 78,58,240. 

Associated Bearing Co. Ltd., 
Bombay, have been granted 
consent, valid for a period of 
three months, for issue of 
bonus shares worth Rs 
1 , 00 , 00 , 000 . 

Pump Auto Industries Pvt. 
Ltd*, Bombay, have been ac¬ 
corded consent, valid for three 
months, to capitalise Rs 
8,10,000 out of its general re¬ 
serve and issue fully paid equity 
shares of Rs 100 each as bo¬ 
nus shares in the ratio of nine 
bonus shares for every five 
equity shares held. 

Indofil Chemicls Ltd., Bom¬ 
bay, has been accorded con¬ 
sent, valid for three months, to 
capitalise Rs 25,00,000 out of 
Us general reserve and issue 
fully paid equity shars of Rs 
100 each, as bonus shares in 
the ratio of five bonus shares 
for every eight equity shares 
held. 

Uranus Elcctrotechnik Pvt. 
Ltd., Bombay, have been ac¬ 
corded consent, valid for three 
months, to capitalise Rs 
1,00,000 out of its general re¬ 
serve and issue fully paid equity 
shares of Rs 100 each, as bo¬ 
nus shares for every three 
equity shares held. 

The Mandya National Paper 
Mills Ltd., Bangalore, have 
been granted consent to issue 
further capital of Rs 4,58,18,91 
in terms of the scheme of re¬ 
organisation 

Whitco Limited, fiaroda, have 
been accorded consent for the 


issue of share capital of Rs 
23,10,000 divided into 1,48,500 
equity shares of Rs 10 each 
and 8,250 — 9.5 per cent 
cumulative redeemable pre¬ 
ference shares of Rs 100 each 
for cash at par, to the general 
public through a prospectus. 
The proceeds will be utilised 
for financing the project for 
the manufacture of synthetic 
detergent. The consent order 
is valid for twelve months only. 

Nalanda Ceramics and In¬ 
dustries Ltd., Patna, has com¬ 
municated to government its 
proposal to issue capital un¬ 
der clause 5 of the Capital 
Issues (Exemption) Order, 1969 
to the value of Rs 69,21,530 
in equity and preference shares 
for manufacturing decorated 
porcelain table wares. 

Gayday Iron and Steel Co. 
Ltd., Calcutta, have been 
granted consent, valid for a 
period of 12 months, for issue 
of equity shares worth Rs 
4,00,000 to be issued to H.H. 
The Dalai Lama and H.H. 
The Dalai Lama's Charitable 
Trust in conversion of their 
existing unsecured deposits. 

Assam Carbon Products Limi¬ 
ted, Gauhati (Assam), have been 
given an acknowledgement to 
their statement of proposals, 
valid for a period of twelve 
months, for issue of equity 
shares worth Rs 54,00 lakhs 
and cumulative redeemable pre¬ 
ference shares of Rs 15.00 lakhs 
only. The proceeds of the issue 
are to be utilised to meet a 
part of the finances required 
for implementation of the Com¬ 
pany’s Gauhati project. 

Poonam Hotels Ltd., Bombay, 

have communicated to 
government its proposal to 
issue capital under clause 5 
of the Capital Issue (Exemption) 
Order, 1969 to the value 
of Rs 35.30 lakhs divided into 
20,300 equity shares of Rs 100 
each and 15,000 non cumula¬ 
tive redeemable preference 
shares of Rs 100 each as to Rs 
10 lakhs carrying dividend at 
the rate of 9 p.c. and Rs 5 
lakhs at the rate of 6 p.c. per 
annum, to be subscribed pri¬ 
vately for cash at par. The 
proceeds will be utilised for 
setting up a tourist hotel at 
Worli, Bombay. 


dividend* (Percent) 

Equity dividend 
declared for 

Name of the Company Year ended ....... -- —- 

Current Previous 




year 

year 

Higher Dividend 

Amalgamated Electricity March 31, 1973 

14.0 

12.0 

Associated Bearing 

December 3i, 1973 

22.0 

17.5 

Same Dividend 
Hindustan Wires 

December 31, 1973 

10.0 

10.0 

Bagalkot Udyog 

June 30, 1973 

Nil 

Nil 

Cawnpore Textiles 

March 31,1973 

Nil 

Nil 

India Cements 

March 31, 1973 

8.0 

8.0 

Indian Plastics 

March 31, 1971 

Nil 

Nil 

Indian Steel & 

Wire Products 

March 31, 1974 

20.0 

20.0 

Madras Rubber 

Sept. 30, 1973 

12.0 

12.0 

Excel Industries 

Sept. 30, 1973 

16.0 

160 

Wavin India 

December 31, 1973 

6.0 

6.0 

Reduced Dividend 

Indian Rubber Regenerating March 31, 1973 

6.0 

12.0 


Licences and Letters of Intent 


The following licences and letters of intent were issued un¬ 
der the Industries (Development and Regulation) Act. 1951 in 
the months of August i.c. till August 31. 1973. The list contain- 
the names and addresses of the licensees, articles of manufacture, 
types of licences, viz New Undertaking (N.U.); Substantial Exs 
pansion (S.E.); New Article (N.A.j; Carry on Business (C.O.B,); 
shifting—and annual installed capacity. A statement furnishing 
particulars of letters of intent which were revoked, rejected, 
cancelled, lapsed, treated as withdrawn etc. Also licences and 
Registration Certificates revoked or surrendered in the month 
of August is also given at the end. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s Industrial Cables (India) Ltd; Jcevan Tara Building, 
Parliament Street, P. O. Box No. 264, New Delhi.—(Jind- 
Haryana)—Steel Wires of various categories thicker than 18 
SWG—19000 tonnes—(N.U.) 

M's International Cotton Corpn. Pvt. Ltd; Indian Globe 
Chambers, Fort Street, Bori Bunder, Bombay-1. (Hubli-Mysore) 
—Self tapping screws—600 tonucs—fN.U.) 

M/s Amrit Steels Ltd; Post Box No. 83, Amrit Nagar, Gha- 
ziabad (Ghaziabad-U.P.)—Mild Steel Billets—50,000 tonnes— 
(N.U.) 

M/s Forbes Forbes Campbell & Co. Ltd; Forbes Building, 
Home Street, Bombay-1—(Bombay- Maharashtra)—Auto Turn¬ 
ed parts such as wheel Nuts for Jeeps Bell Crank, Pin Nuts, 
Handle Bar Studs, etc.—70 tonnes.—(C.O.B.) 

M/s Jindal Pipes Pvt. Ltd; 1/23, Asaf Ali Road, New Delhi. 
(Ghaziabad-U.P.)—Mild Steel Pipes & Tubes—62,000 tonnes 
p.a.—(C.O.B.) 

Electrical Equipment 

M/s Madhav Capacitors Pvt. Ltd; Bharat Coal Compound, 
Bail Bazar, Kurla* Bombay.—(Bombay—Maharashtra)— 
Capacitors type potential & Current Transfers—300 nos. Coupl¬ 
ing Capacitors—3000 Nos DC capacitors for Energy Storage 
—300 nos.—*(N.A.) 

M/s Industrial Cables (India) Ltd; Industrial Area, Rajpura, 
—(Rajpura-Punjab)—Grooved Copper Contact Wires— 600 
* tonnes—(N.A.) 

M/s Victor Cables Corpn; 802, Joshi Road, New Delhi.— 
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The Four Gujarat Corporations 



Put them together^ 
or set them apart. 



the wheels 
keep moving 
efficiently. 


Industrialists are pleasantly surprised at the business* 
like manner in which the 4 Gujarat Corporations 
meet their requirements. Especially thefr experience 
and professional dynamism. 

Very often industrialists coming to meet GIDC get 
more than satisfactory information even ebout GSIC's 
raw material assistance programme. Or extra 
information from GIIC on GSFC's flexibility in financial 
assistance. And vice versa. Yes, the 4 Gujarat 
Corporations really work like one. For one purpose; 
to assist you. the entrepreneur. 

What may stilt surprise you is the almost total absence 
of unwanted red-tapism. You have to meet them to 
believe this. 



"The wheels that gear 
industrial growth in Gujarat * 1 


•Malt the coupon below for 
tin information form to: 

Industrial Assistance Centre 
C-Block, Multi-storeyed Building 
-Lai Darwaje, Ahmedabad 1 

f-----*- 

j PIMSF SIND MS AN INFORMATION FORM 

NAME. . 

ADDRESS. .... 

.NATURE OF INDUSTRY PROPOSCO/fXISTING 


< \ 
P 

«T 

u> 


I HAVE SEEN YOUR ADVERTISEMENT IN 


. (NAME OF PUBLICATION) 


(DATE) 


in i 




GIDC 

Gujarat 

Industrial 

Development 

Corporation 

Industrial land and 
infrastructure 

GIIC 

Gujarat 

Industrial 

Investment 

Corporation 

Ltd. 

Finance above 
Rs. 30 lakhs 


GSFC 

Gujarat 

State 

Financial 

Corporation 

Loans upto 
Rs. 30 lakhs 

GSK 

Gujarat 

Small 

Industries 

Corporation 

Ltd. 

Help to small 
industries 
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(Ultar Pradesh)—Copper Winding Wires upto 4l SW(i—500 
tonnes. Copper Winding 42 swg to 44 swg—-50 tonnes— (S.E; 

Telecommunication 

M/s Bush India Ltd; Sukh Nagar, Nayaymoorli Sitaram 
Patkar Marg, Bombay—tThana-Maharashtra) Taper Recorders 
—20,000 nos—(N.A.) 

M/s Hindustan Aeronautics Ltd; Hyderabad Division (ISIcct- 
ronics), HAL Post Office, Hyderabad—(Hyderabad-A.P)— 
T.K Components I. Deflection Unit—50,000 nos. 2. F.HT 
Transformer (Line Output transformer -50,000 nos.3. Frame 
Output transformer—50,000 nos. 4. Linearity Control Unit— 
50,000 nos. 5. Turner (Vulve/Transislors/Vareaters)—50,000 
nos. 6. Audio Transformer-• 50,000 nos.—(N.A.) 

M/s United Electrical Industries Ltd; Post Box No. 87, Pal- 
limukku, Quilon ■ (Quilon—Kerala)--!. Carbon F ilm Resistors 
—20 nos. 2. Plastic Film Capacitors Styrotlex/Polyesters- |0. 
3. Ceramic Capacitors- -20 nos.—(N.A.) 

Transportation 

M/s J. Stone & Co. (India) Ltd; 16, Taratolla Road, Cal¬ 
cutta-52—(Calcutta-West Bengal)—Air Brake Equipment lor 
Freight Locomotive & Passenger Stock-6,000 set - (N.A.) 

The Shalimar Works Ltd 4, Garden Reach Road, Kidderporc, 
Calcutta-20- (Shibpur-West Bengal)—Kort Nozzles-—20 nos. 
—(N.A.) 

Industrial Machinery 

The Trivcni Engg. Works ltd; National Insurance Bldg; 1st 
Floor, 5, Parliament Street, New Delhi—(Allahabad-UP ) - 
Vacuum Filters including Rotary Drum, Disc, etc—Rs 50 lakhs 
-(N.A.) 

M/s J. K. Steel & Inds. Ltd; 2, Mangoe Lane, Culcutta-I - - 
(Hooghly-Wcst Bengal)--1. Jacking Equipment—1 Nos. 2, 
Other Handling equipment—50 nos. (COB) 

Machine Tools 

M/s Mcho Wood & Engg. Works Pvt. Ltd; Ashram Road, 
Navrangpura, Ahmedabad (Kalol-Gujarat)—Hydi.iulic Pi es¬ 
ses -8 nos.--(S.E.) 

Mechanical Engineering Industries 

M/s Baker Hortsmann Mercer (India) Pvt. Ltd; 401, Jolly 
Bhavan, No. 2, 7. New Murine Lines, Bombay—(Poona- Maha¬ 
rashtra)—1. Dial Gauges & Acesssorics—20,000 nos. 2 Air 
Gauges & Accessories—1,500 nos. 3. Electronic Gauging 
Units with Accessories—750 nos. -(N.IJ.) 

M/s Widia (India) Ltd; 8/9lh Mile, Tumkur Road, Bangalore- 
22—(Bangalore-Mysore) - Hard Metal Products—48 tonnes— 
(S.E.) 

Fertilizers 

M/s Adarsh Chemicals & Fertilizers Ltd; Udhna, Dislt: 
Surat—(Udhna-Gujurat)—NPK. Granulated mixed Fertilizer- 
25,000 nos.—(N.A.) 

Chemicals (Other than Fertilizers) 

M/s Dharamsi Morarji Chemical Co. Ltd; Prospect Cham¬ 
bers, 317-21, Dr Dadabhoy Naoroji Road, Bombay- (A mber- 
nath-Maharashtra)—1. Stabilised Sulphur Tri-Oxide-16,500 
tonnes. 2. Liquid Sulphur Di-Oxide—8,250 tonnes.—(N.A.) 

M/sIndian Oxygen Ltd; Oxygen House, P-34, Taratolla 
Road, CaJcutta-53.—(Hyderabad-Andhra Pradesh) -Oxygen — 
3,10,000 cm. Dissolved Acetylene—1,12,000 cm. Nitrogen Gas 
53,000 cm—(C.O.B.) 

M/s Qabul Singh Sc Sons; 28, New Rohtak Road, New 


Delhi—iirrrvs*— 
(N.u; 

Drugs Sc Pharmaceuticals 

M/s Themis Chemicals Ltd; 38, Suren Road, Bombay-69,— 
(Vapi-Gu jurat)—Indomctluicin—8 tonnes, Clolihrute—2 tonnes. 
Formulations . Bipinil tablets—5 million, Oracost—1 million, 
Spironactonc—1 million, Coronitin tablets -5 million, Cypra- 



TENDER 

PROGRAMME 


FOR THE MONTH OF 
FEB.. 1974 AS UNDER 


s. 

Tender 

Location 


Date of 

Offers 

NO. 

No. 


Stores 

opomng 

remain 






open 
up to. 

1. 

DGS & Ol 

ASC. 

Ghee 

21-2*74 

22-4-74 


MMH/ 

Supply Depot, Tina 




537184/66 

Dehradun 






ESD(M) 

(i) Road 



2. 

DGS & D/ 

Kankinara 

RolU rs 




C PM/ 


m Nos ) 




544029 16 


(n) Concre te 

22-2-74 

22-4-74 




Mixer 
(1 No.) 



3. 

DGS & O! 

Krishl Bhawan 

Ford 

27-2-74 

27-4-74 


VH/ 

New Delhi 

Fairmount 




507544/22 


Staff Car. 




Tenders should reach this office to the above 
named by 2-30 P.M* to be opened at 3-00 P.M. in 
public on the respective dates mentioned above. 

Each tender must be accompanied by two Deposit- 
at-call Receipts, one representing 5% of the tendered 
value as Earnest Money and otner representing 5% 
of the tendered value as Security Deposit subject 
to maximum amount of R9. 1 lakh. Tender forms 
containing particulars of stores, conditions of sales 
and permit to view the stores at site etc can be had 
(m Rs. 5 - per set payable in cash or by money order 
from the Cashier DGS & 1 •>, New Delhi, Director of 
Supplies & Disposals, Calcutta, Bombay, Madras 
and Kanpur. 

Tender fees are non-refundable and tender sets 
are non-transferable. 

AH sale3 are strictly on the basis of ‘AS IS 
WHERE IS’. 

OFFER WILL BE CONSI >ERE0 STRICTLY ON 
THE TENDER TERMS. IF THERE IS ANY DEVI¬ 
ATION OFFERS SHALL BE IGNORED. D. G. S. & 
D. RESERVES RIGHT TO REJECT ALL OR ANY 
OFFERS WITHOUT ASSIGNING REASONS 
THEREOF. 
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m 

hcptadinc Hcl, tablets.—1 million, Ethambutol tablets—.50 mil- 
W lion. 

Cotton Textiles 

M/s Kolhapur Zila-Shctkari Vinkari Sahakari SootGimi Ltd; 
Ichalakaranji- -(Ichalakaranji* Mahar, shtra)—25,000 spindles for 
manufacture of Cotton Yarn —(S.E.) 

M/s Modi Rayon Sc Silk Mills; Modinagar—(Modinagar- 
! U.P) Art Silk Knitted Fabrics—250 powerlooms—57-65 lakh 
■ metres— (S.E) 

M/s Mahavir Cotton Spg. Mills; Prop. Vardhman Spg. & 
General Milts Ltd; Chandigarh Road, Ludhiana—(Hoshiarpur- 
1 Punjab)—Cotton Yarn— 25,000 spindles.—(N.U) 

Sugar 

The Rahuri Sahakari Sakhar Karkhana Ltd; Shri Shivaji 
Nagar, Taluka Rahuri, Dislt: Ahmcdnagar—(Ahmednagar- 
Maharashtra) - Sugar -3,250 tonnes crushing capacity per day— 
(S.E.) 

Food Processing Industries 

M/s Tanza Beverage Pvt. Ltd; 19/21, Shakti Nagar, Delhi-7 - 
(Dclhi-Union Territory)—Soft Drinks -57.6. Mill. Bottles- - 
(N.U.) 

Leather, Leather Goods Sc Pickers 

Shri Shyam Prasad Murarkn 7, Lyons Range, Calcutta-! - 
(Calcutta-West Bcngtil) Leather F r or Shoe Uppers— 11.04,CIO 
Sq. ft. Garment Leather- 16,56,COO Sq. ft.—(N.IJ.) 

M/s Trot Shoe Co. 1M. Ltd; 19/4-A, Munshiganj Road, 
(Calcutta-23l (Calcutta-West Bengal)—Leather Footwear • 
27,000 pairs. — (C.O.B.) 

Electrical Equipment 

M/s Murphy India Ltd; Eastern Express Highway, 
P.O. Box No. 104, Thuna-L (Thana-Maharashtra)—Record 
Players 20,000 nos.—(N. A.) 

8. M/s Andhra Pradesh Indl. Dev. Corpn. Ltd; Shaker 
Bhavan-Ground Moor, B-I-I74, Fateh Maidan Road, Hydera¬ 
bad- (Hyderabad-Andhra Pradesh)-Tape Recorders—10,000 
-(N.U.) 

Agricultural Machinery 

M/s Northern India Iron Press Works; Post Box No. 
185, Aishabagh, Lucknow-4.—(Lucknow-U.P.)—Chaff Cutter 
Blades—07 tonnes.—(C.O.B.) 

Chemicals (Other than Fertilizers) 

M/s Chemidyc Trading Co. Pvt. Ltd; Kcnicr Bldg: Cawasji 
Patel Street, Fort, Bombay—(Ranipct-Tami! Nadu)—Phthnlie 
Anhydride—6,000 tonnes p.a.—(N.U.) 

M/s Asiatic Oxygen Sc Acetylene Co. Ltd; 8-Dalhousie 
Square-East, Calcutta-1 (Burauni-Bihar)—Oxygen-2,40,000 
C.M. Acetylene (Dissolved)—I,20,000C.M.—(COB) 

Drugs & Pharmaceuticals 

M/s Bayer (India) Ltd; 82, Veer Nariman Road, 
Bombay-1. (Bombay-Maharashtra)—Chloroquin Phosphate 
I.P.—12 tonnes p.a.--(S.E.) 

M/s Bcnil Leather Corpn; 34, Muthucattan Street, Peria- 
i met, Madras- (Madras-Tamil Nadu)— 1. Upper Leather from 
Hides—63,500 nos. 2. Upper Leather from Skins—1,13,500 
I nos. 3. Lining Leather— 1,84,000 nos.—(COB) 

Timber Products 

i 

The Western India Plywood Ltd; P.O. Baliapattam, Cannu- 


nore Dists.—(Cannanore-Kerala)—Densifled Wood of various 
quaIities-2,000 tonnes—(N.A) 

Licences Issued 

(SUPPLEMENTARY LIST) 

Metallurgical Industries (Ferrous) 

M/s Northern India Iron Sc Press Works; Post Box No. 
185, Aishbagh, Lucknow—(Lucknow-U.P.)—1. M.S. Rivets— 
160 tonnes. 2. Wire Nails—266 tonnes.—(COB) 

M/s Amritsar Oil Works; G.T. Road, P.O. Rayon Sc Silk 
Mills, Amritsar—(Amritsar-Punjah)—Tin Containers upto 18 
litre capacity (Unprintcd)—645 tonnes—(COB) 

M/s Karnatak Steel & Wire Products Ltd; 12th Mile, 
Mysore Road, Kumbalgod P.O.. Bangalore—(Bangalore- 
Mysorc)-!. Mild steel wire (coaled & uncoated)—6,500 tonnes. 
2. Alloy Sc Special steel wires, other than stainless steel wires- 
8,500 tonnes —(S.E) 

Metallurgical Industries (Non-ferrous) 

M/s Jidda! Aluminium Ltd; 1/6, B-Asaf Ali Road,New Delhi 
-(Bangalore-Mysorci (P) Copper Sc Copper Alloy Pipes Sc 
Tubes(Ordinary)—300 tonnes p.a.—(N.A.) 

Food Processing Industries 

Maj. R.K. Vik am Singh, B-60, South Fxlcntion Part-11, 
New Delhi. -^Dclhi-Union territory) - Wheat Products -30,000 
tonnes p.a.- (N.U.) 

Letters of Intent 

Metallurgical Industries (f errous) 

M/s Multiweld Wire Co. Pvt. Ltd; 59, Marol Maroshi 
Road, Marol, Bombay (Bombny-Mahaniditra)--*Welded Wire 
Mesh—12,COO tonnes (S.E.) 

Gujarat Indl. Investment Corpn. Ltd; Natraj Chamber. 
Ashram Road, Navrangpura, Ahmedabad- (Bhavanngar- 
Gujarai)- -Mild Steel &High & Low Carbon Steel Billcts- 
50,U()0 tonnes -(N.U) 

Ms Bridge & Roof Co. (India) Ltd; 21, Netaji Subhas 
Road, Calcutta-1—(Ha/aribagh-Bihar) Mild Steel & High & 
Low Carbon Steel Billets -50,000 tonnes ~(N,U.) 

Shri Shoukatrai Malhotra, K.-89, Hauz Khas Enclave, New 
Delhi. -(Haiyana/U.P )-l. Forged Machine Steel FJangcs- 
2,000 tonnes. 2- Forged Machine Steel Rings, Discs, etc-750 
tonnes. 3. Other Pipe Fittings, such as Ices, Elbows, etc. 
-250 tonnes. - (N.U.) 

Assam Indl. Dev. Corpn. Ltd; Kanmachal Road, SiJpu- 
Khun, Cauhati-3.-- (Assam)—-Mild Steel & High and Low 
Carbon steel billets—50,000 tonnes.—(N.U.) 

Fuels 

M/s Indian Oil Blending Ltd; Pir Pan, Trombay—(Bombay* 
Maharashtra)—High quality grease,s-30 Mill, lbs—-(S.E.) 

Electrical Equipment 

M/s Billiss & Moroom (Inia) Ltd; 6, Little Russel Street, 
Calcutta- 16. —(Faridabad-Haryana)--Steam Turbines for high 
Inlet Pressure-36 nos. 2. Condensing Sc Bank Pressure type 
Turbo Generating sets-3 nos. 3. Engg. Instructional equip* 
ment-60 nos. 4. Automatic Pressure Reducing Sc Desuper¬ 
heating plants-36 nos. 5. Steam Turbines spares-Rs. 13 lakhs. 
7 (S.E.) 

M/s Vale Electrical Inds., B-45, Industrial Estate, Rtyaji 
Nagar, Banglore-44,—(Banglore-Mysore) —1. LT Air St Qfl, 
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Circuit Breakers-1,000 nos, 2. HT Oil Circuit Breakers upto 
33 KV-200 nos. 3. Motor Starters of different types & H.P. 
(AC/DC)—15,000 nos.—(N.U.) 

M/s Industrial Electronics (P) Ltd; B-107, Industrial Estate, 
Rajaji Nagar, Bangalore.—(Bangalore-Mysore)—Connectors-8 
lakhs.—(N.A.) 

M/s Bharat Electronics Ltd; Jalahalli P.O., Bangalorc-13.— 
(Bangalore-Mysore)—T.V Picture Tubcs-2 lakhs. (S.E.) 

M/s Electronics Corpn. of India Ltd; Industrial Develop¬ 
ment Area, Cherlapalli, Hyderabad-40.—(Hyderabad-Andhra 
Pradesh) Sub Expansion Micro Motors-50,000 nos. New 
Articles 1. Two axis rate gyro units-250 nos. 2 Rate Gyros- 
600 nos. 3. Servo Tachogenerator-1,300 nos. 4. Valve ModuL 
tationing Motor-5,000 nos. 5. Blower Motors for Electronic 
Equipment-2,OflO nos. 6. 400 C/s Miniature Servo Components- 
1,000 nos.—(S.E./NA) 

Transportation 

M/s L.G. Balakrishnan & Bros (P) Ltd; P.B. No. 1308, 
India House, Tiruchy Road, Combatore.—(Coimbatore-Tamil 
Nadu)—Rubber Bonded Metal Auto Parts-5 lakhs Nos. 
(N.A.) 

M/s Hind Equipment Corpn.—(P) Ltd; 24-B. Hamam 
Street, Fort, Bombay-1.—(Bombay-Maharashtra) —Rubber 
Bonded Metal Fittings-1 lakh nos. Silent Blocks & Rubber 
Bonded Metal Fittings for Railways-2 lakh nos.—(N.A./S.E) 

M's Sachradcr-Scovill Duncan Ltd, Agra Road, Mulund, 
Bombay-80.—(Bombay-Maharashtra)—1. Valve Cones-20 ' 
lakh nos. 2. Passenger Car & Truck Valves—128 lakh nos 

3. Valve Caps-100 lakh nos. 4. Hex Nuts-24 lakh nos.—(S.E.) 

Shri R.K. Jhwar, 51-E, Garihat Road, Calcutta-19.—Mahe- 
shtalla-West Bengal) - Rubber Bonded Metal Auto Parts-6 
lakh nos.fN.U.) 

M/s T. Maneklal Mfg. Ltd; Waswani Mansion, Dinshaw 
Wachha Road, Post Box No. 11068,Marinc Lines, Bombay-20.— 
(Vatva-Gujarat)—Rubber Bonded Metal Parts-2 lakh nos.- - 
(S.E.) 

Industrial Machinery 

M/s Star Textiles Engg. Works Ltd; Dhanraj Mahal, Apollo 
Bunder Road, Bombay-l(Dombivli-Maharashtra)—Jute 
modernisation equipment-300 slip draft spinning frames of 
100 spindles each.—(N.A.) 

M/s Tractel Tirfor India Pvt. Ltd; 14/6, Mile Stone, Frida- 
bad.—(Faridabad-Haryana)—Waste disposol & Composting 
Plartts-2 plants of 300 tonnes/day capacity or 4 plants of 150 
tonnes/day capacity.—(N.A.) 

M/s Bhukhanwala & Sons Medows House, Medows Street* 
Ford, Bombay-1. (Bombay-Maharashtra)—1. Diamond Dres¬ 
sers & Tools-25,000 nos. 2. Diamond Powder & Compound- 
50,000 nos. 3. Diamond Grinding Wheels & Tools-5,000 nos. 

4 . Diamond Glass Cuttcrs-40,000 nos. 5. Boron Nitrite & 
Boron Carbide Wheels for grinding hardened steels, etc-5,000 
nos. 6. Forming attachments for grinding machines for speci¬ 
fic end uses-500 nos. —(N.U.) 

Commercial, Office & Household Equipment 

The Precision Machinery Co. Pvt. Ltd; 3428, D.B. Gupta 
Road, Opp: Shiela Cinema, New Delhi-55.—(Sanchi-M.P.)- 
Weighing Machines (Different varieties-958 nos—(N.U.) 

Dyestuffs 

M/s Tamil Nadu Industrial Dev. Corpn.; 150—A, Mount 
Road, Madras-2. —(Tamil Nadu) 1. Vat Dyes—150 2. Naptbels 


—250 3. Fast Colour Base—200 4. Dispense Dyes—50 5. Sul 
phur Black—50 in tonnes (N. U.) 

Drug* & Pharmaceuticals 

M/s Colour—Chem Ltd; Ravindra Annexe, Dinshah Wach- 
cha Road, Bombay—20, (Bombay—Maharashtra) 3:3 Dichloro- 
benzidine Dihydrochloride—250 tonnes (N. A.) 

M/s Sarabhai Chemicals; Knram Chand Prem Chand Pvt. 
Ltd; Wadi Wadi, Baroda. (Baroda—Gujarat)—Taslac Tablets— 
10 lakhs nos.—15 Kgs. (N A.) 

Fermentation Industries 

M/s Sica Breweries Ltd; 24, Whites Road, Madras—14. Pon¬ 
dicherry)—Beer—50,000 H. L. (N. U.) 

Food Processing Industries 

M/s Bihar State Dairy Corpn. Ltd; Composite Milk Plant, 
Barauni, Distt: Begusarai. (Bihar) I. Skimmed Milk Powder—, 
1200 tonnes 2. Whole Milk Powder— 400 tonnes 3. Baby Food— 
800 tonnes 4. Casein—100 tonnes— (N. U.) 

Rubber Goods 

M/s Goodyear India Ltd; 28. Kasturba Gandhi Marg, G.P. 
O. Box 588, N—Delhi. (Ballabgarh—Haryana) Automobile Tyr¬ 
es—2.5 lakhs. Automobile Tubes-2.5 lakhs (S.E.) 

Leather, Leather Goods & Pickers 

M/s Tata Sports Ltd; Jecvan Tara Building, Parliament 
Street, New Delhi. (Dcwas- M.P.)>-Finishcd Leather-13,59 
million Square feet. Leather Garments-1,20,000 nos—(N.U.) 

M/s C.R.C. Tanaers Pvt. Ltd; 129, South Tangra Road, 
Calcutla-46.—(Calcutta-West Bengal) Sub. Fxpn . (1) Crust 
& Wet Blue from cow cides and calf skins (cow leather)— 
60,000 nos.-—New Articles . 2. Crust Wet Blue from buffalo 
& buff calf-20,000 nos. 3. Finished leather from cow hides & 
calf skins-30,C00 nos. 4. Finished leather from buffalo buff 
calf-5,000 nos. 5. Finished leather from Goat & Sheep skins- 
1,00,000 nos.-(S.E./N.A.) 

Glass 

M/s Shree Vallabh Glass Works ltd; Anand-Sojitra Road, 
Vallabh Vidyangar.—(Vallabh Vidyanagar-Gujarat)—Figured & 
Wired Glass-3.5 mill. sq.meters. (S.E.) 

Cement & Gypsum Products 

M/s Ashoka Cement Ltd; Times, House, 4th Floors, 7, 
Bahadur Shah Zafar Marg, New Delhi. —(Ha/aribugh-Bihar)— 
Portland Blast Furnace Slag Ccmcnt-2,36,000 tonnes. -(N.U.) 

M/s Ashoka Cement Ltd; Dalmianagar.— (Asansol-Bihan — 
Portland Blast Furnace Slag Ccment-2,60,000 tonnes.—(N.U.) 

M/s Century Cement, Industry House, 159, Churchgate 
Reclamation, Bombay-20. -(Satna-M P.)—Portland Cement- 
7,50,000 tonnes. (N.U.) 

Letters of Intent 

(SUPPLEMENTARY LIST) 

Industrial Machinery 

M/s Kaveri Structural, 132, Jorbagh, New Delhi -(Tiru- 
chirapalli-Tamilnadu)—Pressure Vessels & Heat exchangers—1200 
tonnes—(S.E ./N.A.) 

Mechanical & Engineering Industries 

M/s Sandvik Asia Ltd; Bombay-Poona Road, Poona-12— 
(Poona-Maharashtra)—1. Tungsten Carbide Products—150 
tonnes. 2. TooIs-TC tipped—6,50,000 pcs. 3. Sandvik Coromant 
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Tools Milling Cutters, etc.—Rs. 300 lakhs. £ Hydrogen 
Gas—1,25,COO MCM- (S.E.) 

Chemicals (Other than Fertilizers) 

M/s Saughi Motors (Bombay) Pvt. Ltd; 39-A, Hughes Road, 
Bombay-7—(Andhcri— Maharashl ra)—Oxygen Gas—0.38mcm. 
Gaseous Nitrogen—0.18 mcm. Liquid Nitrogen—1500 tonnes— 
(S.E.) 

Dr. Panna Lai Bliatia; 38, Rajinder Park, New Delhi— 
(Delhi-Union Territory)—Nitrogen Gas (Bye-product)— 
3,80,000 c.m.—(N.A.) 

M/s Sanghi Motors (Bombay) Pvt. Ltd; 39-A, Hugcs Road, 
Bombay-7.—(Andheri-Maharashtra)—Nitrogen Gas (Byc-pro- 
duct)—20,00,000 c.m.—(S.E<.) 

M/s Nasik Oxygen Co. Pvt, Ltd; Dr. Bardc’s Hospital, 
Near Nehru Garden, Nasik.—(Nasik-Maharashtra) —Nitrogen 
Gas (Bye-product)—9,00,000 c.m.—(N.A.) 

M/s Haryana Industrial Gases Corpn; A-30, N.D.S.E. 
Part-IL New Delhi-11—1,Faridabad-Haryana)—Acetylene Gas— 
2,56,000 c.m.—(N.A.) 

M/s Universal Oxygen Co; 27-10-21, Govcrnerpct, Vijay- 
wada-2.—(K urnool-Andhra Pradesh)--Oxygen Gas—2,00,000 
c.m.—(N.A.) 

The Bhavnagar Vegetable Products Lid; Bunder Road, P.B. 
No. 28, Bhavnagar—(Bhavnagnr-Gujarat)—Oxygen Gas - 
5,52,178 c.m.—(N.A.) 

M/s Northern India Iron & Steel Co. Ltd; 20/3, Mile 
Stone, Mathura Road, (Ballabhgarh Ballabgarh-Haryana)— 
Oxygen gas—4.50,000 c.m.—(N.A ) 

Shri S. N.Tiwari, 66, Cantonment, Kanpur.—(Unnao-U.P.) 
Oxygen Gas—4,35,000 c.m. --(N.U.) 

Shri P.B. Bhardwaj, c/o Bhagwati Steel Pvt. Ltd: 150, 
Sewaram Basak Street, Calcutta-7.—(Bailabhgarh-Haryana)— 
Oxygen Gas--7,20,000 c.m --(N.U.) 

M/s Shri Ishar Alloy Steel Pvt. Ltd; (Gas Division), Scc- 
tor-D, New Industrial Area, Shukalia, Sansar Road, Indore— 
(Indore-M.P.)—Oxygen Gas—4,50,000 c.m.—(N.U.) 

M/s Mandovi Shipyard Pvt. Ltd; Kadar Manzil, Post Box 
No. 34, Margao. -(Margao-Goa, Daman, Diu)—Oxygen Gas— 
11,20,000 c.m,—(N.U.) 

M/s Pratap Steel Rolling Mills; 1559, Sector-7-C, Chandi¬ 
garh—(Anandpur Sahib-Punjab)- -Oxygen Gas—30,00,000 CM. 
—(N.U.) 

M/s R.S. Khemka (Investment) Pvt. Ltd; P-21/22, Radha 
Bazar Street, Calcutta-!—(Sambalpur-Orissa)-Oxygen- 0.378 
mcm. Acetylene—0.127 mcm.—(N.U.) 

Shri R. Raja Ram, BE (Chcm), Chemical Engineer; 65, Appu 
Mudali Street, Mylapore-Madras-4.—(Chingleput-Tamilnadu) — 
Oxygen- 4,50,000 c.m. Acctyelenc—1,30,000 c.m.—(N.U.) 

M/s Modern Industries, G.T. Road, Shahibabad, Ghaziabad— 
(Ghuziabad-U.P.) -Oxygen--4,50,000 c.m. Acetyclene—1,00,000 
c.m.—(N.U) 

Shri Rajinder Kumar Sanghi; c/o M. S. Indian Gases (Pro¬ 
posed) 4, Ring Road, Kilokri, New Delhi.—(Delhi-Union Terri¬ 
tory)—Oxygen -5,40,(00 c.m. Acetylene—2,50,000—(N.U.) 

M/s Rathi Ishpat Ltd; F.-7A, Hauz Khas Enclave, New 
DcIhi-16—(Ghaziabad-U.P.) -Oxygen—8,00,000 c.m. Acetylene 
—2,50,000 c.m.—(N.U.) 

Shri B.B. Bindal; (Rukmani Metal A Gaseous Ltd.) 
c/o M/s Modern Industries. Sahibabad—(Bombay-Maharash- 
tra) * Oxygen A Acetylene Gases—10 lakh A 1 lakh cubic 
metres respectively—.(N.U.) „ 


*Sfiri Vidyi'tfMn ,TfoVtJTtm 
sed) P.B. No. 60, Meerut Road, Muzaffarnagar—(Muzaffar- 
nagar-U.P.)—Oxygen & Acetylene Gases—9 lakhs A 2 Igkhs,— 
(N.U.) 

M/s Chandra Finances; 38-A, Vadgaon Sheri, Off. Nagar 
Road, Poona-14- -(Aurangabad- Mahanishtra)—Oxygen A 

Acetylene gases—0.8 mcm A 0.25 mcm.—(N.U.) 

M/s Industrial Oxygen Co; (Pvt.) Ltd; 38-A, Vedgaon Sheri, 
—Off. Nagar Road, Poona-14.-<Belgaum-Mysore)—Oxygen A 
Acetylene gases—0.50 mcm & 0,10 mcm.—(N.U.) 

M/s Western India State Motors Pvt Ltd; 39-A, Hughes 
Road; Bombay-7.—(Hyderabad-Andhra Pradesh)—Oxygen A 
Acetylene gases—1.00 mcm A 0.25 racm.—(N.U.) 

M/s Siddu Mai A Sons. 49, Sultan Chawl, Bombay-2,— 
(Kalyan-Maharashtra) - Oxygen & Acetylene gases—0 8 mcm A 
0.25 mcm.—(N.U.) 

M/s Industrial Oxygen Co. (P) Ltd; 38-A, Vedgaon Sheri, 
Off: Nagar Road, Poona-14.—(Hyderabad-Andhra Pradesh) 
—Oxygen & Acetylene gases—0.50 mcm &0.10 mcm.—(N.U.) 

Shri Rattan Kumar Sanghi, 1-3, Palacemo. Silver Oak Estate, 
Warden Road, Bombay-25- -(Nasik-Maharashtra)—Oxygen A 
Acetylene gases—0.45 mcm & 0.25 mcm.—(N.U.) 

Textiles 

M/s Modi Spg. & Wvg. Mills Co. Ltd; Modinagar,—(Rai 
Bareilly-U.P.)—Tufted Carpet Yarn- 2.5 mill lbs.—(N.U.) 

Vegetable Oils A Vanaspati 

M/S Khandcsh Extractions, Oil Extraction Deptt. of Amal¬ 
gamated Electricity Co. Ltd: 17-B, Horniman Circle, Fort, 
Bombay.—(Bombay-Maharashtra) -Cottotm I Oil -150 tonnes 
per day capaciiy.—(N.A.) 

Change in Names (Owners or Undertakings) 

(Information pertains to particular licences only). 

M/s J.N. Sharma & Sons, New Delhi to M/s Surat Lamp 
Industries Pvt. Ltd. 

M/s Bharat Commerce Industries Ltd; Nangangud, 
Mysore to M/s Sujata Textile Mills (Prop: Bharat Commerce 
industries Ltd.) Nangangud, Mysore. 

M/s Halhwa Vanaspati, to M/s Hathvva Vanaspati Limited. 

M/s Mulchandani Electrical and Rodio Industries Ltd. to 
M/s to M/s Bush India Ltd Ltd, Bombay. 

M/s Alembic Chemicals Works Co. Ltd; Barodu, to M/s Pau- 
shak Lid; Baroda. 

M/s Komani Brothers (P) Ltd. to M/s Columbian Carbon 
(India) Ltd. 

M/s Automobile Products of India Lid; Bombay, to M/s Auto 
Tractors Ltd; New Delhi. 

M/s Martin A Harris Pvt. Ltd; Calcutta, to M/s Organon 
(India) Ltd; Calcutta. 

M/s Rajdhani Roller Flour Mills, to M/s Rujdhani Roller 
Flour Mills Pvt. Ltd. 

Letters of Intent/Licences/Certificates, Revoked, 
Surrendered or Cancelled 

(Information Pertains to particular licences only). 

M/s Krishna & Company, Delhi: (Cancelled) Vanaspati, 

M/s Elpro International Ltd; Poona 19.—(Cancelled)—Mag¬ 
nesium Oxide. 

M/s Wellman (India) Pvt, Ltd; Bombay-1. — (Cancelled)— 
Nylon-6 & Nylon-66 Resins. 

Shri N.K, Bhagat, 12/2, Sovaram Basack Street, Calcutta- 
7, — (Cancelled)—Dairy Machinery. 
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RECORDS AND STATISTICS 


Foreign Collaborations 

During thb quarter October-December 1973, 72 cases of collaboration with foreign companies were approved. Out of these 60 
involved technical collaboration only, while 12 involved both technical and financial collaboration. The collaborating companies 
were from Bulgaria, Denmark, France, Japan, Norway, Romania, Switzerland, the UK, the USA and West Germany. The names of 
the collaborating companies and the items of manufacture are given below : 


SI Name of the Indian company Name of the foreign collaborators 


Item of manufacture 


1 


2 


3 


4 


1 . 

2 . 

3 . 

4 . 

5 . 

6 . 

7. 

8 . 

9 . 

10 . 

(F) 

11 . 

(F) 

12 . 

13 . 


14 . 


15 . 


Mr S. Seshadri, c/o M/s international 
Machines Ltd., “Srinivas’’, 133/1, Bhima- 
sena Gardens, Madras-4. 


M/s Larsen & Toubro Limited, Gulab, 
Bhavan, 2nd Floor, 6, Bahadur Shah 
Zafar Marg, New Delhi-1. 


Mr Bhupindcr Singh Sahney, 561 64, 
18th Road, Khar, Bombay-52. 


Mr N.S. Sethuraman, Post Box No 27, 
175/1, Mount Road, Dhun Bldg. Madras-2. 

M/s Kareemsons Pvt Ltd., Ramanagarm 
(Mysore State). 


M/s Uni Sankyo Limited, 22. Bhulabhai 
Desai Road, Bombay-26. 

M/s Deccan Wires Ltd., 462, 21st Cross, 
III Block, Jayanagar, Bangalore-11. 

M/s Anil Starch Products Limited, Anil 
Road, PB No 1062, Ahmcdabad-2 
(Gujarat). 

M/s Andhra Pradesh Indl. Development 
Corporation Limited, B-l-174, Fateh 
Maidan Road, Hyderabad. 

Mr O. Obul Reddy, 31, General Patters 
Road Madras-2. 

M/s Satellite Engineering Limited, PO 
Maize Products, Kathwada, Ahmedabad-2 

Mr A.K. Dhawan, A-5/54, Gaya Prasad 
St., Kanpur. 

Mr O.P. Bhardwaj, H-3, Lajpat Nagar- 
III, New Delhi. 


M/s Hitkarl Potteries Pvt. Ltd., Chaudhary 
Bldgs., K Block, Connaught Circus, New 
Delhi-1. 

Mr R.N. Doshi, M/s Anant Engg. Works, 
PB No 1634, Bombay (EPZ). 


India-Bulgarla 

M/s lnsotimpcx of Sofia, Bulgaria 


India-Denmark 

M/s Parish & Silkeborg Maskinfabrikkcr, 

A/5, Denmark. 

lndia-Francc 

M/s CIBIE Projectures. France 

India-Italy 

M/s Officino Electromeccanicbe Galted 
Di Battaglia Termo of Milano (Italy). 

M/s Society Filatura Cascami Sets, Italy 

lndia-Japan 

M/s. Sankyo Company Ltd., Japan. 

M/s Sanko Steel Wire Manufacturing 
'Co. Ltd., Kyoto, Japan. 

M/s Nippon Sangyo Gijitsu Shinko Kvo- 
kai (Japan Indl. Technology Associa¬ 
tion J1TA), Tokyo, Japan. 

M/s Honda Trushin Kogyo Company 
Limited, Japan. 

M/s Mataushila Electric Industrial Co. 
Ltd., Japan. 

M/s Murathu Manufacturing Co. Ltd., 
Japan. 

M/s Japan Brake Indl. Company Limited. 

No. 7-13. -i-chome Uchikanda, Chiyoda- 
Ku, Tokyo, Japan. 

M/s Sakura Piston Co., Japan 
and M/s Nippon Piston Rings Co. Ltd., 
Japan. 

M/s Noritake Company Limited, Nagoya, 
Japan. 

M/s Hokyuo Automatic Co. Ltd., Osaka, 
Japan. 


Typewriters. 

Fulling Film Evaporating Plants. 

Auto Head Lamp Assemblies. 

HRC- Fuses etc. 

Processing and Export of Silk, Waste. 

La chon. 

Steel Wires. 

Glucose Isomcrase and Isomerase 
Syrup 

Connectors of various types and sizes. 

Midget Electrodes. 

Ceramic Capacitors. 

Brake Lining & Clutch Facings. 

Piston and Piston Rings. 

Porcelain Crockery. 

Automatic Door Operators. 

— Contd. 


F—Cases involving foreign collaboration 
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Foreign Collaborations— Contd. 


1 


16. 

17. 

;f) 


.1 

,4 

if 18. 

it 

1 i 1 

? 19. 

V 


India-Norway 

The State Industrial & Investment Corpo- M/s ELKEM, Norway. Electric Smelting Pig Iron Furnace, 

ration of Maharashtra Limilded, PB No 
397, Nirmal, 1st Floor, Bombay. 

India-Romania 

M/s Haripal Singh & Co., F. 28, Hauz M/s ARP1MEX, Romania. Upper Leather from Calf, Sheep and 

Khas Enclave, New Dclhi-16. Goat Skins. 

India-Swcden 

M/s Vulcan Laval Ltd., Mustafa Building, M/s Arenco AB, Siktgatan-11, Stockholm, Machinery/Equipment for pr ocessing 
7-1, Sir P.M. Road, Bombay-1. Vallingby-l, Sweden of Tobacco and manufacture of 

Tobacco Products. 

M/s Bharat Heavy Electricals Ltd., Hin- M/s Svenska Flaktfabriken, Sweden. Electrostatic Precipitators 
dustan Times House, 18/20, Kasturba 
Gandi Marg, New Delhi. 


India-Switzerhutd 

.1 20. M/s Eswaran & Sons Engineers Pvt. Ltd., M/s Sprcchcr and Schuh, Switzerland HT Circuit Breakers 
; 5/7, Second Line Beach, Madras-1. 


i 21. 

i; 22 . 

I* 

i 

: 23. 

24. 
; 25. 

, F 
26. 

V 27. 


India-UK 

M/s Prataprao D. Chowgule, Datta Prasad, M/s Machine Tools Divisional Services, Gear Hobs. 

Camadia Cross Road, Bombay-26. Coventry, England 

M/s Pioneer Equipment Co. Pvt. Ltd., 432, M/s Morganite Thermal Designs Ltd., Oil/Gas Fired Revcraberatory Furna- 
Padra Road, Opp. Shiv Temple, ccs 

Baroda, 390005. United Kingdom. 

M/s Jessop & Co. Limited, 63. NelajiSub- M/s Wigglesworth &Co. Limited, York- Geared Couplings and . Special Flexible 
hash Road, Calcutta-1. shire, England. Couplings. 

The English Electric Co. of India Limited, M/s Marconi Instruments Limited, UK. Electronic Measuring Instruments 
Post Box No. 2, Pallavaram, Madras-43. 


M/s Hind Electronics Ltd., Mehta Bldg. M/s Allen Bennett. England. 
Ground Floor, 12th Road, Khar, Bombay 54. 


S.C.R. Drivers. 


35 ' Ca ' M (and COr8C An8US & C °' LimUed ’ En8 ' Syn ‘ hCtiC RubbCr C ° atS and A P rons ' 

M/s Heilman Climax Mfg. Ltd., Chartered M/s Compair International Ltd , England Universal Vale Drills 
Bank Building, Calcutta. 


28. M/s Robin Chemicals Pvt. Ltd., 1A-4, 
N.M.M. Road, Madras. 

29. M/s TAK Machinery Ltd., Janmabhoomi, 
Bhavan, Ghoga Street, Fort, Bombay. 


M/s Bcrnett and Foster Limited, England 
M/s Fellows Stringer Limited, UK. 


Flavouring Essences and Aromatic and 
Fine Chemicals. 

Flame proof Electric Hoists, etc. 


30. M/s Ronuk Industries Ltd., ll-A, Worli 
Sea Face, Bombay. 


31. M/s Mahalakshmi Glass Works Pvt. Ltd., 
Dr E. Moses Road, Bombay-11. 

32. M/s Plastics and Allied Products, 93-B, 
Co-operative Industrial Estate, Govind 
Nagar (Kanpur). 


M/s Russel Finex Ltd., London, UK. 


M/s King Tandevin and Gregson Ltd., 
Sheffield, England. 


M/s Imperial Chemical Industries, Mill- 
bank, UK. 


Machine for lifting, emptying con¬ 
tainers of foodstuff and other 
products of different types etc. 

Import of designs for fabricating Fur¬ 
naces for manufacture of fi fa s s 
Bottles. 

Rigid Polyurethane Foam Laminates. 


33. M/s United Glass Bottles Mfg. Co. Limi¬ 
ted, 10, 1st Main Road, Gandhinagar, 
Bangalorc-4. 


F—Cases involving foreign collaboration 


M/s King Tandevin and Gregson Limited, 
Sheffield, England. 


Import of designs for fabricating Fur¬ 
naces for manufacture of Glass 
Bottles. 
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Foreign Collaborations- Conul. 


1 


2 


3 


4 


34. M/s Rajasthan Containers Limited, 32, 
Jorbagh, New Delhi. 


M/s King Tandevin and Grcgson Limi¬ 
ted, Sheffield, England. 


do, 


35. M/s Usha Automobile & Engg. (P) Ltd., M/s Wilmott Breedon Limited, UK. 

14. Princes Street, Calcutta-1 

36. M/s Easun Engineering Co. Limited. 5-7, M/s Rcrollc Parson fntcrnutioiv.il. U.K 
(F) Second Line, Beach, Madras-1. 

37. Mr H.S. Grewal, c/o Mr K.G Joshi, M/s Aga, UK 
F E- 177, Greater Kailash New Delhi. 


38. 


M/s Indo-Berolina Inds. (P) Ltd., S-86 M/s Bertrams Limited, Scotland, UK 
Andheri, Kurla Road, Bombay-1. 

India-USA 


Steering Locks. 


Relays and Protecti\c Devices, 


Navigational Aids 


Pulp and Paper Plants. 


39. M/s J.G. Glass Industiies Pvt. Ltd.. Pimpri, M/s Maul Bios. Inc., Millville, New Jei- Pharmaceutical bottles/vials. 

Poona-18. sey, USA. 

40. M/s The Wcsman Engg. Co. (P) Ltd. Allen- M/s Lofius Engg. Corpn . Pennsylvania, f urnaces 
by Court,, 1/2, Allenby Rd., CaIculta-20. USA. 

41. M/s Star 1‘exilcs Engg. Works Ltd., Dhun- M/s Ultra Dynamics C orpn USA. Ultraviolet Rays Water and Air 

raj Mahal, Apollo Bunder Road, Bom- Purification Plants/Equipmcnts etc. 

bay. 

42 Mr Prakash D. Dahanukar, Industrial M/s Hadco Printed Circuits, Deiry. New Printed C'ircuiis/Boards. 

(D Assurance Building, Bombay (EPZ). Hampshire, USA. 

43. M/s Dalai Engineering Private Ltd.. 314, M/s Bowen Engineering Inc., Noith Branch, Spray Driers. 

Jolly Bhavan No I., 10 New Marine Lines, New Jersey, USA. 

Bombay-20. 

44. M/s Gha/iabad Engg. Co. Pvt. Ltd., Pea- M/s Magnetics International Inc., USA. F.II.P. and Integral H.P. Si Perma- 

rey Lai Building, 42 Janpath. New Delhi. nent Magnet D.C‘. Motors. 

45. M/s T.R. Choudhry, 108/27. Mulund M/s Dolan-Jcnncr Industries Inc., USA. Raw Fiber Optics (Electronics). 

F Co. lony Malabar Hill Road, Bombay-82. 

46 M/s Vollas Limited, 19, Graham Road, M/s Research Cottrell Inc., USA. 

Ballard Estate, Post Box No 1198, Bom¬ 
bay- !. 

47. M/s W.G. Forge Sl Allied Industries Li- M/s My man Gordon Co., USA. 
mited, Offi Pokharan Road, Majiwadc, 

PB No 41, Thana. Maharashtra. 

48. M/s The Paper Products Limited, 13-14, M/s A.K. Systems Inc., USA. 

Ajmeri Gate Extension, New Delhi-1. 

49. M/s Indosil Limited, Currimbhoy Road. M/s INTERSIL., Inc., USA. 

(F) Ballard Estate, Bombay (EPZ). 

50. Mr Damodar Patha, 49 Shivaji Housing, M/s Clarostatc Manufacturing Co. 

(F) Society, Poona-16 (EPZ). Inc , New Hampshire, USA. 

India-West Germany 

51 M/s K G Khosla & Company *P) Ltd. I, M/s Dcmag Dnikluft, West Germany. Rock Drills and Air Legs. 

Deshbandhu Gupta Road, New Delhi-55. 

52. M/s R.H, Windsor (India) Lid., E-5, Road, M/s Hokum Muschinenfabriken, GmbH, Blow Moulding Lines. 

Thana Industrial Estate. Thana. West Germany. 

53, Mr Yogesh T Maneklal, Vaswani Man- M/s G L Roxroth, GmbH, West Ger- Hydraulic Equipment. 

(F) sion, Dinshaw Vacha Road, Bombay-20 many. 

— Contd. 


I ■ lect rost a lic Prccipi t a t or. 

Si eel Forgings. 

Electrostatic Copying Papers. 
Integrated Circuits. 

Wire Wound Resistors. 
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Foreign Collaborations— Contd. 


1 


2 


3 


54 

55. 

56. 

57. 


58. 


59. 

60. 
61. 

62. 

F 


63. 


64. 


65. 


66 . 

* 

67. 


68 . 


69. 

70. 

71. 

72. 


M/s ACC-Vickcrs and Babcock Ltd, Ex¬ 
press Towers 18lh Floor, Naiinjan Point, 
Bombay-1 BR. 

Bharat Heavy Electricals Ltd., Hindustan 
Times House, 18-20, Kasturba Gandhi 
Marg, New Delhi. 

M/s NGLF Limited, Bank of Baroda 
Building New Delhi. 

M/s Siemens India Ltd., 134 A, Dr Annie 
Besanl Road, Worli, Bombay-18. 

M/s Printers House (P) Ltd., 10 Scindia 
House, Post No. 273, New Delhi. 

M/s Indo-Berolina Industries Ltd., Vic¬ 
toria Building, Parsec Bazar Street, Fort 
Bombay-1. 

M/s Printers Engg. Co., 20, P.M. Road, 
Fort, Bombay-1. 

M/s Utkal Machinery Ltd., Kansbahal, 
Distt. Sundergarh, Orissa. 

M/s Zell Ate Limited, Indian Globe Cham¬ 
bers, 1st Floor, Fort St. Bombay-1. • 

M/s Knik Chemical Engineers Pvt. Ltd., 
Dr Anne Besant Road, Worli, Bombay-18. 


M/s Kirloskar Oil Engines Ltd., Kirkec, 
Poona. 

M/s Northern India Glass Industries Ltd.. 
888, East Park Road. Karol Bagh, New 
Delhi. 

M/s Textile Machinery Corporation Ltd., 
Bfclgharia, Calcutta-56. 

M/s Modern Battery & Auto Coiporation, 
Opp. Alblcss Baug, 301, Charni Road, 
Bombay-4. 

Mr Amit Patel, Gresham Assurance 
House, Sir P.M. Road, Bombay-1. 

M/s Eastern Paper Mills Ltd., 2, Dukshin- 
dhariRoad, Calcutta. 

M/s Steel Plant Pvt. Ltd., “Shivaonumn” 
205 Dr A. Besant Road, Worli, Bombay-18, 
WE. 


M/s Lurgi Apparateau, GmbH, West 
many. 


M/s Akticngcsellschaft Kuhnle, 
Kapp and Kausch. West Germany. 


M/s AEG, West Germany. 


M/s Siemens, West Germany. 


M/s H. Wohlanbcrg, KG, Hannover, 
West Germany. 

M/s Lurgi Apparalc-Technik, GmbH. 
West Germany. 


M/s Paul Sauer, West Germany. 

M/s Rekuperator, KG, Dusseldorf, 

West Germany. 

M/s Seclemann Baumann, GmbH, West 
Germany. 

Dr Herman Stage, Destinations Tcchnik, 
West Germany. 


M/s Maschinensfabrik Augsburg-Nuren- 
burg, AG (MAN), Stadtbahnstrasse, 
West Germany. 

M/s Pennekamp, KG, Wuppcrlal, W. Ger 
many. 


M/s Zinscr Textile Maschinen, GmbH, 
West Germany. 

M/s Varta, West Germany. 


M/s Schill and Seilacher, West Germany. 


M/s Krauss Maffei, AG, West Germany. 

M/s Isscn Industries International, GmbH, 
West Germany. 


■- Electrostatic Precipitators. 


Fans for Boilers up to 600 MW. 

LT Air Circuit Breakers upto 4000 A 
Type ‘ME’. 

Railway Signalling Equipments (Elec¬ 
tronic Axle Counters). 

Hydraulic Paper Cutting Machines. 
Spray Driers. 


Roller Coverings for Printing Machi¬ 
nes. 

Metallic Recuperators. 

0 

Flat Tops required for Metallic Card 
Clothing. 

For obtaining lech, know-how and 
information for design and com¬ 
missioning Distillation, Absorption 
and Extraction Plants. 

Improved Version of Diesel Engines. 


Glass Sheet. 


Ring Spinning Frames—Type Spin- 
nautomat 317/318. 

Storage Batteries. 

Spinning preparations, Avivages and 
Coning Oils. (Textile axillaries). 

Pulp Mill Plants. 

Heat Treatment Furnaces. 


M/s Hindustan Safety Glass Works Pvt. 
Ltd., 2, St. Georges Gate Road, 
Calcutta-22. 

Mrs Nirmala R. Khatau, Plot No 15-4, 
6th Floor, Jamanadas Mehta Road, Bom¬ 
bay-6. 


M/s Reinfenhauser, KG, West Germany. 

M/s Fionzeibit Asbestowerke, GmbH, 
West Germany. 


Polyvinyl Butyral Foil. 

Wire Woven Compressed Asbestos 
jointing sheets. 


F—Cases involving foreign collaboration 
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Although the prime minister has been 
mentioning Diego Garcia in her election 
speeches,, she knows very well that this 
is not tne real issue before the voters. 
She has hinted darkly at forces of ex* 
ternal aggression allegedly harbouring designs on our national security or sovereignty. 
It cannot be that she is having in mind the buying spree of certain west Asian countries 
which are shopping for sophisticated west European weapons systems, since, as has 
been made clear, for instance, in the President’s speech to Parliament, “we attach the 
greatest importance to our friendly relations with countries of west Asia". Quite ob* 
viously “we" cannot be doing this unless “we” are reasonably sure that these countries 
are basically friendly to us. What else then is worrying Mrs Gandhi? 


No, not 

Diego Garcia 


The Chinese, no doubt, are reported to be continuously strengthening their mili¬ 
tary positions all along their land frontiers, particularly in relation to the Soviet Union. 
There have also been reports of Peking setting up missile bases in Tibet. Warlike tenden¬ 
cies on the part of China should of course be a cause of anxiety for India and it is clear 
enough that, should there be a military show-down between China and the USSR, 
India's security would be affected some way or the other. But, then, Mrs Gandhi has 
certainly not been speaking about such possibilities. What she has been quite voluble 
about is the US naval activity in the Indian Ocean. There is surely no reason why even 
if it is a fact that the US, by such actions, is prompting or provoking big power rivalry 
in the region, this development must immediately or necessarily compromise Indian 
security. It should be possible surely for the US and the USSR to indulge in power 
play in the Indian Ocean, if they wish to do so, without the Indian Navy having to hurry 
to go on an alert. 

While this journal is definitely not over-sold on Mrs Gandhi's foreign policy pos¬ 
tures, it is still bold enough to think that there are sufficient defences in our external 
relations for this country not to be unduly jittery over the likelihood of the US and Soviet 
armadas rushing at each other for deadly combat across India’s mangled sea-lanes. 


The position then is that the external threat which Mrs Gandhi wants to employ 
as an election argument simply docs not seem to be available for the use to which the 
prime minister seeks to put it.’ Consequently the only implication in the prime minis¬ 
ter’s various observations in this context is that she desires to encourage the impression 
that India must always find her indispensable as prime minister. The basic meaning 
of the position she is taking up in these elections, therefore, is that the issue is not corrup¬ 
tion in politics or administration, it is not inflation or rising prices and it is not even the 
frequent absence from the market of the necessities of daily life such as foodgrain, cook¬ 
ing oil or fuel. The issue simply is the way the prime minister has been governing the 
country. 


It must be said to the credit of Mrs Gandhi that she has not only seen this truth 
but has also shared it with the public. As she has stated publicly what the opponents 
in these elections are campaigning for is Indira Hatao . The prime minister of course is 
trying to make oui that this is not a respectable way of fighting elections, but we faff 
to see why. For over four years now she has been in complete control of not only the 
central government but also of the party which has been ruling at the centre as well as 
in all the states of the country barring one or two. She herself has been saying often 
enough that the general elections which gave her and her party this authority and power 
were fought on a platform identified in a unique way with her aims and policies. It is 
therefore strictly proper that the electorate should be asked to give their verdict in 
terms of her party’s performance! and her own personal record in office. Whether 
the prime minister likes it or not, this could well be what the voters in UP or elsewhere 
are going to do. It is being suggested in Britain, where a general election for Parlia¬ 
ment has been announced, that the voters should be asked to settle the issue “Who 
governs Britain? The government or the trade unions?”. In our own country, the 
assembly election in UP is certainly being fought over the question how well or ill Mrs 
Gandhi has been governing the country. This is why it has been highly important for 
the prime minister that she should not only win a majority of scats but also a percen¬ 
tage much higher than this. 

Mrs Gandhi herself knows this only too well. Unless she scores heavily in UP, 
Kef control over her party in Parliament would be seriously shaken. It is all very well to 
sptaie pf her tehamma\ but there are very few romantics in Mrs Gandhi’s party as there 
arc even fewer idealists. , Once it is shown that the prime minister is no longer me¬ 
chanically perfect in massing votes for her party’s candidates, her policies or per- 
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formancc as the head of the central govern* 
mcnt may come to be challenged* in her 
own party as harshly as it has been in the 
towns of Gujarat. Quite clearly, when a 
large public demand emerges, as it has in 
Gujarat, for the dissolution of the legislar 
lure and the holding of elections for a new 
assembly, what people are saying is that 
they have lost confidence not merely in a 
particular ministry or a particular chief 
minister but in the entire political party 
and especially its topmost leader who have 
been politically backing and are also mo¬ 
rally responsible for that ministry or that 

REC: a healthy 

baby 

During the first four years of its opera¬ 
tion, the Rural Electrification Corporation 
(REC) has not remained an institution 
designed to provide electricity to rural 
households alone. It has taken upon 
itself the challenging task of providing 
pumpsets to assist small irrigation and 
supplying power to small industries. 
Besides these activities to raise the level of 
living of the people in villages the REC 
has shown keenness to optimise the use 
of the available power in the rural areas 
lor preventing avoidable energy losses. 
The multifarious activities of the REC 
have been conducted in an efficient man¬ 
ner by Mr B. Venkatappiah, its chairman, 
who Is an experienced banker. It is not 
widely known that the REC was set up 
in 1969 as a result of the recommenda¬ 
tion made by the All India Rural Credit 
Review Committee of the Reserve Bank 
of India chaired by Mr B. Venkatappiah. 
Keeping in view the directives of the 
government, the REC has developed 
criteria for investment and has covered 
all districts of the country except 10 which 
offer certain topographical difficulties. 
This is an achievement of no mean 
order. 

In a recent press conference in the capi¬ 
tal Mr B. Venkatappiah drew attention 
to the attainments of the corporation 
during the past four years. He said that 
out of 607 projects sanctioned by the 
REC, as many as 569 were area-based; 
the remaining were for system improve¬ 
ment and transmission. Elaborating the 
function of the REC in system improv- 
incnt, he said that it covered helping the 
electricity boards to carry out the much- 
needed improvements in the distribution 
system so as to bring about appreciable 
reduction in line losses. It would also 
strengthen the transmission system and in¬ 
corporate power factor correcting devices 


chief minister. Gujarat in other words is 
asking for a chance to do what UP now 
has an opportunity of showing how it 
can be done. The prime minister, surely, 
has to be told in a way she will understand 
that the nation deserves and is determined 
to get a cleaner and better government than 
she has been giving it. This should help 
to shake her and her administration out 
of thq complacency over the nation’s eco¬ 
nomic circumstances, political plight or 
social condition which the President’s 
speech to Parliament unconvincingly 
attempted to propogate. 


besides helping Improve voltage condi¬ 
tions to ensure reliability of supply. 

According to the anticipations of the 
REC, the sanctioned loans at the end of 
March this year would be around Rs 300 
crorcs out of which disbursements would 
be about Rs 171 crores. Nearly 10 per 
cent of the villages in this country would 
be electrified. (Electrification of "a village 
did not mean that electric cables or poles 
touched the village but that electricity 
was used either for lighting up houses or 
for energising the pumps or for small- 
scale industrial plants). While the pump- 
sets energised would number 600.000, the 
number of small industrial units covered 
would be 89,000. The expected savings in 
energy due to reduction in losses through 
System Improvement Schemes would be 
about 55 million KWH per annum. These 
are certainly a satisfactory array of 
statistics for which the REC and its 
management deserve approbation. 

And to launch an expansive programme 
of rural electrification in the fifth five- 
year Plan period, an outlay of Rs 400 
crores has been earmarked. It includes the 
spill-over commitment of the order of 
Rs 129 crores. Besides this capital outlay 
for extension in the activities of the 
REC, the National Minimum Needs Pro¬ 
gramme (NMNP) in the next Plan period 
is proposed to be worked out in associa¬ 
tion with this corporation. Among the 
various facets of the NMNP are elemen¬ 
tary education, rural health, nutrition, 
drinking water, provision of house sites, 
slum improvements, rural roads and rural 
electrification. In the past, decisions in 
regard to these elements of the social up¬ 
lift programme were not well integrated 
and no effort was made to coordinate the 
various activities. It is now proposed to 
make use of the services of the REC and 
for this purpose an outlay of Rs 271 
crores under the NMNP has been allo¬ 
cated to it for the fifth five-year Plan 
period. This again is an indicator 
of the faith in the capacity of the REC 
to make investment in projects which arc 


workable and are likely to yield the ex¬ 
pected results. 

The widening gap between the de¬ 
mand and supply of electricity in the 
past two years has hit adversely vital 
sectors of our economy. Consequently, 
the rural electrification programmes have 
also suffered in the sense that the pump- 
sets are lying idle in many areas for want 
of power. In the prevailing circumstances, 
it has been suggested that the investments 
made by the REC are not likely to be 
productive and hence it had better go 
slow with its programmes. Luckily the 
REC has refused to accept this line of 
reasoning. The rural electrification pro¬ 
grammes. it is asserted by the REC, cannot 
be postponed merely because of certain 
short-term difficulties in the generation 
of power. Sooner or latter* they are 
likely to be overcome. When the supply 
of power assumes normalcy, the REC 
would not like to be found wanting in 
the exploitation of opportunities available 
to it. However, in view of the present oil 
crisis, REC has started studying pockets 
of concentration of diesel pumpsets so 
as to determine the feasibility of convert¬ 
ing them into power pumpsets. Such 
studies are being conducted in Uttar Pra¬ 
desh, Maharashtra and Gujarat. Subject 
to the availability of funds, the REC is 
planning “to take up on a large scale 
financing of special projects for con¬ 
version of diesel pumpsets to electric 
drive”. In this mission, the success of 
REC would be limited to the degree of 
cooperation it is able to obtain from the 
state electricity boards through which it 
operates. 

An innovation tried by the REC is the 
promotion of rural electric cooperatives 
for the purpose of electricity distribution. 
During the fourth five-year Plan period, 
five cooperatives were financed by the 
REC, the loans sanctioned being of the 
order of Rs 12.81 crores. The coopera¬ 
tives did face some teething troubles but 
they have now overcome them. Embol¬ 
dened by the success of this experiment, 
the REC is planning to promote fivj to 
six more rural electric cooperatives in the 
very first year of the fifth five-year Plan 
period. 

The schemes undertaken by the REC 
so far have been divided into eight cate¬ 
gories, the most important being aginary 
and backward. Lately, the number of 
programmes in under-developed and tribal 
areas has been on the increase. The 
viability criteria for each category are fixed 
according to the degree of backwardness 
of the area. In the special categories of 
programmes relating to tribal and hilly 
areas, the terms and conditions on which 
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the toons arc advanced are very much 
softer than that of the' ordinary pro¬ 
grammes. For example, in the projects 
for special areas under the NMNP, the 
rate of interest in the first decade is only 
three per cent per ahhum (as against five 
per cent in the ordinary areas) and the 
term of the loan is 40 years including the 


The deepening 
cement crisis 

Even though the tempo of construction 
activity has gone down a great deal dur¬ 
ing the past 18 months, cement continues 
to be in acute shortage. Particularly 
squeezed is the unorganised consumer 
who has to pay for his requirements a 
premium in the unofficial market up to 
100 per cent over the controlled price. 
The controlled price itself was raised 
in September last by R$ 10 per tonne 
(ex-works). Despite this, the situation 
has not shown any improvement. At 
several places it has even deteriorated. 
In Delhi, for instance, widespread com¬ 
plaints are being heard of cement not 
being available even against permits 
issued by the State Directorate of Civil 
Supplies. 

The reasons for this sad state of 
affairs are not far to seek. The primary 
cause is fall in production. The output 
went up from 14.33 million tonnes in 
1971 to 15.78 million tonnes in 1972. 
It started declining towards the close of 
1972. During the seven months to July 
last, production aggregated to about 8.4 
million tonnes, as against 9.3 million 
tonnes during the corresponding period 
in 1972. 

But cbuld this fall in production 
alone have created such a scarcity of 
cement as is being witnessed currently : 
If note is taken of the fact that the cons¬ 
truction activity generally has been at 
a low ebb due to the sharp upswing in 
prices in 1972 and 1973 and also owing to 
such factors a9 the stoppage of loans 
by the government for construction of 
dwelling houses, the demand for cement 
should have correspondingly gone down. 
In consequence, the dearth of cement 
should not have been as acute as it is. 

The plight of the general consumer* 
thus, has its genesis elsewhere. To some 
extent, the priority requirements of the 
government and public sector undertak¬ 
ings are understood to have eaten into 
the supplies for the public—allocations 
for these priority users are now said to 
be accounting for nearly 60 per cent of 


moratorium of five years while the 
corresponding period for ordinary loans 
is 30 years only. And right from the first 
year the working of the REC has been 
put on a sound footing. That is why, 
unlike other public sector undertakings, 
it has shown a profit in each one of its 
working years. 


the total availability, as against 50per 
cent a couple of years ago* Some ex¬ 
ports have also been effected to Bangla¬ 
desh. The disruption in the transportation 
system too has complicated matters. All 
this and the inefficient distribution machi¬ 
nery have enabled the unscrupulous among 
the trade to exploit the situation. 

The streamlining of the distribution 
machinery and checking of malpractices 
with a heavy hand can undoubtedly help 
in easing the situation somewhat. But 
a lasting solution to the problem will be 
found only if production is stepped up 
substantially and consumption is sought 
to be curtailed through the use of alter¬ 
native construction materials. Currently, 
we have nearly 20 million tonnes installed 
capacity which could easily yield an out¬ 
put of at least 16 million tonnes per 
annum. The shortfall in production in 
J973 is attributed primarily to inade¬ 
quacy of fuel supplies and labour unrest, 
in fact, these two factors have grievously 
hurt production in most industries. So 
far as the cement industry is concerned, 
supplies of coal in the recent past are re¬ 
ported to have averaged only about 3.5 
lakh tonnes per month as against 4.5 
lakh tonnes required for utilising the in¬ 
stalled capacity to 85 per cent and 5.2 
lakh tonnes if the utilisation of capacity 
is to be stepped up to 95 per cent. There 
can be no denying the fact that at least 
several units in the cement industry can 
be operated up to 95 per cent of their 
authorised capacities. The situation has 
been aggravated by frequent cuts in elec¬ 
tricity supplies and the current tight 
position on the furnace oil front. As 
regards labour unrest, many cement 
manufacturing units are reported to have 
been affected by wildcat strikes. In the 
interest of stepping up production, con¬ 
certed efforts, thus, need to be made for 
ensuring adequate supplies of coal and 
power to the industry as well as for con¬ 
taining labour unrest. 

Labour trouble can be contained to 
some extent at least through expeditious 
settlement of disputes between workers 
and management. But in view of fact 
that the current labour unrest has roots 
also in the confrontation between the 
ruling party and some opposition groups, 
a political settlement of the issue will 


have to be sought. The Congress rank 
and file has to be disciplined urn) the 
government has to take up a responsive 
posture towards the opposition parties 
so that they, can come up in a healthy 
way. Efforts at crushing the opposition 
must end. 

Inadequate supplies of wagons by the 
railways for the movement of cement 
from factories to the consuming areas 
too has led to periodic curtailment of pro¬ 
duction, the railways have not been able 
to supply wagons to the industry for the 
movement of cement even according to 
the traditional norm—handling of 80 per 
cent of the production of the industry, 
in view of the global oil crisis, there is 
a case for even changing this norm and 
the railways assuming the responsibility 
of providing wagons for moving a higher 
percentage of the output of cement. The 
movement of cement by road transport 
is bound to be seriously affected in the 
coming months as there does not appear 
to be any alternative to a drastic 
curtailment of imports of crude oil and 
refined petroleum products. The pro¬ 
duction of cement can also be augmented 
significantly—-according to some experts 
by 20 per cent—if the cement manufac¬ 
turing plants located close to the large 
steam-raising plants are asked to make 
use of fly ash. 

With a view to reducing the consump¬ 
tion of cement, both for the construc¬ 
tion of dwelling houses and offices or 
factories, resort has to be made to the 
use of alternative construction materials 
and adoption of the traditional structu¬ 
ral designs based on bricks and lime 
mortar. It is felt that nearly two million 
tonnes of cement annually can be saved 
through this means alone. A pertinent 
point to be noted in the regard how¬ 
ever is that whereas the central 
government is anxious to reduce 
the consumption of cement in all 
possible ways, the construction speci¬ 
fications of such organisations as the 
Life Insurance Corporation still envisage 
extensive use of cement for the building 
of houses through loans from them. A 
fresh look at the construction specifica¬ 
tions of these institutions is urgently 
called for. Some useful work in regard to 
reducing the use of cement in the construc¬ 
tion of houses, offices and factories has, 
indeed, been done by the National Build¬ 
ings Organization. But considerable 
scope still exists for further research in 
the field. 

The above measures can be helpful 
at stabilizing the position on the cement 
front in 1,he next couple of years. But 
in the longer term perspective, two other 
measures are called for. All new cement 
plants are being planned on the basis 
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of the dry process technology, which re¬ 
quires about 10 per cent less fuel. The 
existing plants, which jire using the wet 
process, can also be ^converted into dry 
process plants. According to one estimate, 
this can yield annually nearly four million 
tonnes of cement in addition to wfcal is 
being produced at present, besides reduc¬ 
ing tne demand for coal. Since this 
conversion can be effected at a much less 
cost and in a shorter time than required 
for putting up new plants, emphasis needs 
to be placed on it if the fifth Plan target 
of raising the cement manufacturing 
capacity to 29 million tonnes by 1978-79 
has to be accomplished in time. Some 
expansion in the capacities uf the exi¬ 
sting plants, of course, will also have to 
be allowed to facilitate their conversion 
from the wet to the dry process. 

The second measure that will have to 

Forecasting 
budget trends 

With the central budget for 1974-75 
due to be presented to Parliament on 
Februaty 28. 1974, there is keen specu¬ 
lation in the stock and money market 
circles about the size of the overall defi¬ 
cit for the current year and the effort 
that might be made by the union 
Finance minister, Mr. Y. B. Chavan, to 
mobilize additional resources through new 
tax levies. In spite of the massive effort 
made to secure the required funds in 
the form of new taxes, open market 
loans and the small savings campaign, 
the ways and means position of the 
central government is extremely difficult 
and for quite some time the deposits 
With the Reserve Bank have been barely 
around Rs 50 crores. The Finance 
minister could have genuine reason for 
complaint if his budget estimates for the 
current financial year had gone tfrong 
on account of sluggish tax collections 
and poor response to the borrowing pro¬ 
gramme. 

The trends in central tax revenues in 
the first eight months of 1973-74 disclos¬ 
ed that the exchequer might still succeed 
in realising its estimates of tax receipts in 
spite of a low level of industrial produc¬ 
tion and a difficult balance of payments 
position. It is possible to say on the 
basis of the receipts from customs and 
excise duties iti the eight months under 
reference that the revenue under custom 
duties will be fully realised. There may 
be a shortfall of about Rs 50 crores 
under excise duties due to a decline in 
the output of steel, the quantum of ex- 


fie taken is that some mechanism will 
have to be found for compensating the 
new plants for their high capital costs. 
It is estimated that a new cement plant 
wilt cost nearly 300 per cent more than 
most of the existing plants. If the price 
of cement continues to be controlled, 
the new plants apparently will be at a 
great disadvantage vts-a-vis the old ones. 
They have to be allowed a higher reten¬ 
tion price for their output. The easiest 
way of allowing a higher retention price 
to the new plants is to lower the excise 
duty in their case. A similar step will be 
needed in the case of substantial expan¬ 
sion programmes of the existing units as 
well. Unless this is done, the cement 
industry will not be able to attract suffi¬ 
cient investabie funds from the capital 
market. Even the financial institutions 
will be hesitant to lend them money 
because of their low profitability. 


cisable output of cotton fabrics, because 
of a boom in exports, reduced produc¬ 
tion of synthetic fibres and various other 
factors. There will however be a big 
increase in collections by way of direct 
taxes. The receipts under the two heads 
Corporation tax. and Income tax were 
expected to fetch additionally Rs 100 
crores in a full year. Even in April- 
November. 1973. income tax collections 
were higher by 46 crores against the anti¬ 
cipated growth of Rs 49 crores. The 
assessments of corporate tax payers are 
usually completed briskly in the closing 
months of the year and collections also 
are generally on a large scale in the last 
four months. It is quite likely that the 
estimates providing for a net increase of 
Rs 50 crores will be comfortably exceed¬ 
ed. Thus, with customs revenue likely 
to be in accordance with expectations 
and a net improvement in receipts under 
direct taxes by Rs 150 crores, there is 
the possibility of the budget estimates 
being exceeded by Rs 100 crores even 
with a shortfall in excise duties by Rs 50 
crores. 

fhe buoyancy in tax revenues will 
thus remain in evidence notwithstanding 
the difficulties experienced by many 
industries and the serious upset in calcula¬ 
tions on the food front. The capital 
budget also will not present any intract¬ 
able problems on the receipts side. The 
borrowing programme in respect of open 
market loans has been -a spectacular 
success and in the three phases of borrow¬ 
ing a net amount of Rs. 471 crores has 
been mobilised against the budget esti¬ 
mate of Rs 326.41 crores. An additional 
amount of Rs 145* crores has therefore 
been raised in respect of new loans, It 
had even been hoped that the record of 


Rs 506 crores for 1972-73 would be ex¬ 
ceeded. It magnet however be possible 
for the government to repeat this perfor¬ 
mance because of the induced credit 
squeeze following the immobilisation of 
huge cash balances of the scheduled com¬ 
mercial banks by the Reserve Bapk and 
a rise also in the minimum liquidity 
ratio by,two per cent to 32 per cent. It 
is not even now dear what has been done 
by the Reserve Bank in respect of the 
cash balances held by it, as a result of 
the higher cash reserve ratio imposed on 
member banks, though it has been 
repeatedly emphasised that the additional 
cash balances have been truly immobiliz¬ 
ed and not made available to the central 
government in the from of investments 
in treasury bills. With encouraging 
receipts under the small savings campaign 
and foreign aid, the capital budget too 
must have additional receipts of even 
Rs 250 crores. 

Jt has also been claimed that the 
generation of internal sources by govern¬ 
ment undertakings in the public sector has 
been taking place on a scale larger than 
expected. The additional resources 
generated in this manner may not be 
directly helpful to the government except 
in the form of additional dividends. How¬ 
ever, the benefit derived by the budget 
may be anything up to Rs 100 crores as 
the profits of the Reserve Bank also will 
be bigger than anticipated. The total 
receipts on capital and revenue accounts 
may therefore be higher by at least Rs. 400 
crores than the budget estimates. This 
satisfactory position in regard to the 
availability of resources is not however 
reflected in a comfortable ways and means 
position. On the other hand, the union 
Finance ministi^ would seem to be ex¬ 
periencing considerable difficulty in meet¬ 
ing its commitments and between March 
30,1973 and Januaiy 25,1974, the aggre¬ 
gate of rupee securities, holdings of trea¬ 
sury bills and investments had risen by 
as much as Rs 705 crores. Even allow¬ 
ing for the possibility of some portion of 
this increase being on account of transac¬ 
tions relating to 1972-73, there has been 
already deficit financing of the order of 
Rs 600 crores so far in 1973-74. It has 
therefore, been freely suggested that the 
overall deficit in the revised estimates for 
1973-74 will be as much as Rs 800 crores 
against the budget estimate of Rs 85.3 
crores. Even after allowing for the liabi¬ 
lity arising out of the implementation of 
the recommendations of the Pay Commis¬ 
sion, the deficit should not have been more 
than Rs, 285 crores. As there has been 
an increase in the excise duties, on petro¬ 
leum products recently and the receipts 
under other heads also have been quitq 
gratifying, there should have beep even a 
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set overall surplus instead of a sizeable 
deficit. As matters stand, this deficit 
bids fare to constitute an all-time record, 
at Rs 800 crores if allowance is made 
for the special adjustments effected in 
1972*73 on account of state overdrafts. 

Mr. Y. B. Chavan has therefore to 
perform an extremely difficult task when 
formulating the budget proposals for 
1974-75. The first attempt will have to 
be to bridge the gap between revenue and 
expenditure on Plan schemes by at least 
normal growth in revenue will be absorb¬ 
ed by the usual increases in defence and 
administrative expenditures, it follows that 
there will have to be heavy pruning of 
expenditure on plan schemes by atleast 
Rs 400 crores. Even then there will bt 
a residual deficit of Rs 400 crores which 
may have to be brought down to Rs 150 
crores through additional taxation of Rs 
150 crores and borrowing for Rs 100 
crores. There need not however be a 
net reduction in Plan expenditure by 
Rs 400 crores or heavy penal taxation if 
the Finance minister makes intelligent 
adjustments in budgetary allocations for 
Plan purposes by taking credit for the 
huge profits that wifi be made by the 
Oil and Natural Gas Commission as a 
result of increased crude prices. The 
steel industry also wifi be having size¬ 
able credit at the disposal of the special 
fund consequent on the sharp increase 
in prices of certain categories of steel 
in October last year. The higher crude 
and steel prices will thus be in force 
throughout the vear. The government 
is also likely to make sizeable profits 
on exports of sugar with the boom in 
the international markets. It is difficult 
to estimate precisely the advantage that 
will accrue to the budgetary position as 
a result of these favourable develop¬ 
ments. But anything up to Rs 400 
crores may be available from various 
sources especially if it is also remember¬ 
ed that other public sector undertakings 
will be generating larger internal resour¬ 
ces. The formulation of the budget 
estimates for 1974-75 need not there¬ 
fore be a difficult exercise if a construc¬ 
tive attitude is adopted and a sincere 
attempt made to pul to use available 
resources. 

Actually it will be incorrect to think 
of imposing heavy additional taxation 
though in ail these calculations no allow¬ 
ance has been made for the additional 
liability that will fall on the central 
exchequer on account of the implemen¬ 
tation of the recommendations of the 
Sixth Finance Commission. The diver¬ 
sion of funds from the centre to the 
states may be an extra Rs 200 crores and 
it may be argued that additional taxa¬ 
tion will be inevitable for satisfying tbe 
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egalitarian urges and for bolstering cen¬ 
tral finances. Against these commit¬ 
ments, there will be some tangible benefits 
securing under the new agreement for 
writing off rupee counterpart funds held 
by the USA in this country. As com¬ 
modity taxation is already high on many 
essential articles and fresh levies will 
only lead to a further increase in prices 
of end products, and direct taxes also 
are already punitive in character, the 
Finance minister should not adopt any 
harsh approach. He should instead provi¬ 
de new conditional incentives. It should al¬ 
ways be remembered that a higher level 


Oil options 

A crisis in the international oil 
situation has clearly emphasised the need 
for discouraging the consumption of pet¬ 
roleum products as feedstock and fuel. 
Even if the Arab oil producing countries 
agreed to a reduction in their selling 
prices and resumed normal production 
it is unlikely that the net price will be 
lower than seven dollar per barrel after 
some months and that too after consi¬ 
derable higgling and haggling and assu¬ 
rances from the developed countries about 
the charging of reasonable prices for 
their exports. Even if it is assumed that 
the export prices of crude oil from west 
Asia will come down to seven dollars 
per barrel, India will have to pay heavily 
for its imports of about 16 million tonnes, 
not to speak of the additional expenditure 
that will have to be incurred on petroleum 
products which are in short supply. On 
this basis the outlay on crude oil alone 
will be Rs 600 crores and on petroleum 
products another Rs 300 crores. The 
freight charges will account for an extra 
Rs 100 crores. The aggregate foreign 
exchange outgo will thus be easily Rs 
1000 crores in a year even assuming that 
there will be a drop in crude prices from 
the present fantastic levels by about 30 per 
cent. 

In view of the likelihood of the cost 
of imports of crude and petroleum 
products in the next year (1974-75) rising 
by Rs 500 crores, excluding freight charges 
and having regard to the compulsion to 
slow down the growth in consumption 
of petroleum products in the coming 
years it is being examined how these pro¬ 
ducts can be displaced and other forms 
of raw material used wherever feasible. 
Hydel power and coal will necessarily 
have to be used in increasing measure 
where diesel oil and furnace oil are being 
utilised, for raising steam or creating 
electricity. It may have also to be ex¬ 
plored how coal can be employed as 


of industrial production will by itself 
generate larger revenues even with exist¬ 
ing taxation. There is somehow a feel¬ 
ing in knowledgeable circles that an 
attempt may be made on the present 
occasion to help constructive forces and 
the central budget may not be the terror 
it has been so far in spite of a big deficit 
in the revised estimates for 1973-74. 
Mr Chavan should therefore make a 
sincere attempt to undo the regressive 
effects of the fiscal and price policies of 
recent years and help the economy to 
get out of the rut it has got into* in 
recent years. 


feedstock for the manufacture of fertili¬ 
ser or synthetic petrol. 

It has not been vigorously examined 
so far how industrial alcohol produced 
out of molasses can be useful for displa¬ 
cing naphtha for industrial processes or 
supplementing gasolene for driving petrol 
engines. There has no doubt been grea¬ 
ter appreciation of the value of industrial 
alcohol as a basic raw meterial latterly 
and a wide range of products like synthe¬ 
tic rubber, acetate chemicals, polythene, 
polyvinyl chloride and acetate yarn are 
being produced in large volume in diffe¬ 
rent parts of the country. However, 
after the rush to use alcohol as an indus¬ 
trial raw material in the early sixties, 
the movement has not gathered the neces¬ 
sary momentum. In fact, many of the 
earlier industrial consumers of alcohol 
engaged in the manufacture of polystrene, 
polythene and other items have switched 
over to petroleum feedstocks, on account 
of their relative cheapness and greater 
efficiency as raw material until the tur¬ 
moil in tho oil situation came about in 
the middle of 1973. 

The situation however has now vastly 
changed, and it has become necessary to 
revise earlier ideas about the cost advan¬ 
tages of petroleum roots. Unexpected 
developments arc now taking place all 
over the world and there is a shift from 
petroleum based products like synthetic 
rubber and plastic materials for manu¬ 
facture of tyres and packing purposes 
to neural rubber gunnies and other 
items because of the relative cheapness 
of the latter group following the big rise 
in prices of petroleum products. 

There is now a boom in natural rub¬ 
ber and international prices are nearly 
double the internal prices. Not long ago 
they were only 60 per cent of prices 
charged for natural rubber in this coun¬ 
try and the producers in Kerala are cla¬ 
mouring for higher prices for their pro¬ 
duce. At the time when the State Trad- 
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ing Corporation thought of exporting 
about 10,000 tonnes of natural rubber, 
in order to relieve the |lut in this country, 
it was thought that heavy losses would 
have to be sustained on export sales. 
The recent developments have come about 
with such bewildering rapidity that ex¬ 
port sales are quite remunerative as 
Indian tyre manufacturers arc now paying 
Rs 600 per quintal against Rs 1100 per 
quintal in the export market. It is of 
course advantageous to export rubber 
in the form of tyres and industrial pro¬ 
ducts as the value fetched will be much 
higher after processing and there has 
been a skyrocketing of prices for tyres 
in the world markets on account of the 
high cost of synthetic rubber based on 
petroleum feedstock and a shortage of 
supplies. 


The synthetic rubber produced in UP 
based on alcohol has however turned 
out to be cheaper than natural rubber 
even internally an.d it will be highly ad¬ 
vantageous to increase the capacity of 
the existing unit by even 20,000 tonnes 
to 50,000 tonnes annually and drop also 
the project for a new synthetic rubber 
unit in the petrochemical complex in* 
Gujarat. The output of natural rubber 
also will have to he raised steadily as 
export prospects have vastly improved 
and the producers of tyres and industrial 
products have to be compelled to create 
large surpluses. It will of course be 
necessary to formulate realistic pricing 
policies if rubber growers are to be satis¬ 
fied and the tyre industry also has to ex¬ 
pand its activities steadily. 


In spite of the fact that tyre prices 
were relixcd in 1968 and there has been 
no revision in recent years, the government 
has not been agreeable to upward adjust¬ 
ments. There has been a sharp rise in the 
cost of carbon black, bead wires, nylon 
fabrics, rayon tyre cord, rubber chemicals 
and rubber. With the suppliers of diffe¬ 
rent items raising their prices frequently, 
the cost of production has risen by over 
30 per cent, in the past one year and 
more. Vigorous representations have been 
made by the interests concerned for a 
revision of selling prices in order to offset 
increases in cost as even the established 
producers are suffering losses on current 
production. When new units in the tyre 
industry commence their operations in 
the next few months it will be difficult for 
them to function on a profitable basis as 
their capitalisation is many times that of 
even the new entrants which came on the 
scene in the mid-sixties. If a realistic 
pricing policy is not adopted without 
delay there may be a clamour from Kerala 
for exporting rubber in its crude form 


instead of being supplied to the indi¬ 
genous industrial consumers. 

It will therefore be seen that agricul¬ 
tural products, which were hitherto affect¬ 
ed by competition from petrochemical 
substitutes, have bright prospects in the 
new context and it will be advantageous 
for us to exploit fully the new opportuni¬ 
ties for boosting exports and displacing 
the consumption of petroleum products 
for industrial uses wherever possible. 
Clearly it is feasible to increase substan¬ 
tially the production of polythene, cel¬ 
lulose acetate flakes and various other 
items by employing industrial alcohol. 
There will have to be also larger produc¬ 
tion of synthetic rubber as stated above. 

While industrial applications of 
alcohol will have to be increased signifi¬ 
cantly it should also not be difficult to 
use alcohol as an admixture of gasolene 
for use in petrol engines. It may be re¬ 
membered that in the thirties and forties 
alcohol was compulsorily mixed with 
petrol in UP in order to popularise the 
consumption of the former. This step was 
then taken as there was no ready offtake 
for available alcohol. The position how¬ 
ever is now fundamentally different and 
alcohol has great value as an industrial 
raw material and fuel and not merely for 
potable proposes. The sugar industry is 
in a position to increase the output of 
alcohol sizeably in the coming years. 


Even in the current season a tmt peak 
of 45 lakh tonn©9 of sugar is expected 
to be produced and the availability 
of molasses can be easily 1.8 million 
tonnes, If the whole of this quantity can 
be used for manufacturing alcohol after 
allowing for edible and other uses, there 
can be an output of at least 400 million 
litres. The process of distillation will 
have to be improved and available molas¬ 
ses stored carefully. 

With a rising output of sugar the pro¬ 
duction of alcohol also can be raiscJ. 
The target for 1978-79 in respect of sugar 
is 65 lakh tonnes when the output of 
alcohol also can be nearly 600 million 
litres. This quantity will be helpful in 
releasing half a million tonnes of gasolene 
for augmenting naphtha supplies. The 
saving in foreign exchange expenditure 
can be easily Rs 60 crores even as raw 
material, and more when converted into 
industrial products. As no foreign ex¬ 
change expenditure is involved on the 
fabrication of equipment and the required 
plant and machinery cun be obtained 
from indigenous sources the capacity of 
the existing distilleries will have to be 
increased without delay while new distil- 
leries should be erected in suitable loca¬ 
tions. The necessary incentives should 
be provided in the form of tax rebates 
and remunerative prices. The new im¬ 
portance of the power alcohol industry 
should be fully recognised. 
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Towards better 

industrial relations 


Industrial relations both in the private 
and the public sectors have deteriorated 
recently. Not a day passes without strikes 
and other forms of direct action such as 
goslow in industries vital to the economy, 
to coerce employers to concede exorbi¬ 
tant trade union demands beyond the capa¬ 
city of the industries to concede. Often 
the strikes are motivated by inter-union 
and political rivalry. The strike in the 
cotton textile mills in Bombay which has 
just ended was brought about by certain 
leftist unions to protest against an agree¬ 
ment on wage rises between the Mill- 
owners" Association and the statutory 
representative union of the workers. 
Eventually the strike was withdrawn 
after 41 days following the intervention 
of the chief minister and the state Labour 
minister. 

The workers have got a token of 
one additional increment of Rs 4 under 
the settlement, but have lost wages for 
41 days. In the totality the workers have 
lost more than they have gained. The 
loss in wages has been about Rs 8 crores 
(with effect also on the bonus to be 
earned), the industry suffered production 
loss of over Rs 35 crores and the govern¬ 
ment lost Rs 6 crores in foreign exchange. 

impossible demands 

The strikes both in the jute indus¬ 
try in West Bengal and the cotton textile 
industry in Bombay took place when the 
industries were well poised for increased 
production for domestic consumption 
and exports, particularly the jute industry, 
at a time when there is great demand 
for jute goods on account of the fall in 
competition from synthetics by reason 
of the oil crisis. The strike in the cotton 
textile industry in Tamil Nadu is going 
on. The so-called action committee has 
been urging the workers to boycott 
the tribunal to whom the wage 
dispute has been referred. In the 
jute industry, northwithstanding a settle 
ment favourable to the workers between 
the employers’ association and the 
unions affiliated to the INTUC and 
MM5, some leftist unions .instiguted the 


strike, making impossible demands in¬ 
cluding 40 per cent bonus, nationalisa¬ 
tion of the industry, etc. At the time of 
writing this, the 27-day old strike is 
petering out. 

In the case of the LIC, though the 
management offered increases in wages 
to class III and IV workers which amount¬ 
ed to Rs 6 crores per annum, the workers 
resorted at various places to go-slow. 
Pen-down strikes, the so-called work to 
rule, slogan shouting etc. The manage¬ 
ment declared a Jock-out in the areas 
worst affected. Eventually the unions and 
workers saw sense. 

In return for the settlement which 
increased the benefit by an additional 
amount in the last two years of the 
settlement, the employees agreed to 
maintain discipline, effect economy and 
maintain productivity. Further the in¬ 
crease is linked with the growth in the 
LIC’s business and profits; The increase 
would not be in the form of wages but 
certain welfare benefits. 

frivolous strikes 

It is true that rising prices of food¬ 
stuffs and other essential commodities 
have caused labour unrest, but this hard¬ 
ship seriously affects even more the 
vulnerable sections of the community 
than the better off industrial workers. Even 
in industries where the white collar and 
blue collar workers have been getting 
good emoluments, dearness allowance 
linked with the cost of living index and 
good bonuses, the employees have been 
readily resorting to strikes and other 
forms of direct action to enforce extreme 
demands, at a time when t!-.ere is crying 
need for higher production. Demands 
backed by strikes are even made over 
non-industrial matters such as the demand 
in the jute industry for nationalisation 
of the industry. 

If the situation referred to in the 
preceding paragraphs persists the econo¬ 
mic progress of the country would be 
much hampered. The realisation has been 
dawning on the government also that 


industrial workers cannot be the only 
beneficiary of industrialisation, when they 
are very much belter off than many other 
sections of the community, and 40 per 
cent of the country’s population is below 
the poverty line. The state has to mobi¬ 
lise resources to tackle the problem of 
poverty and unemployment, which would 
be difficult if industrial workers alone 
can extract too large a portion of the 
national cake, and also not show interest 
in increasing their productivity. 

Industrial relations bill 

It is not to be expected that the com¬ 
prehensive Industrial Relations Bill which 
the central government proposes to 
introduce in the ensuing session of 
Parliament will reduce the resort to 
strikes and other forms of direct action 
even in essential industries. Provisions 
in existing legislation laying down 
penalties for illegal strikes are dead 
letters. Industrial peace and industrial 
harmony cannot be legislated. While 
legislation can lay down a proper 
framework for industrial relations, it is 
proper policies by the management in the 
public and private sectors, as also by the 
government, which would go to reduce 
the frequency and duration of strikes and 
other forms of direct action like go-slow. 

Mediation by the government at high 
level has been found useful in avoiding 
strikes in some of the major industries, 
but it is hardly necessary to say that 
pressure should not be put on employers 
to purchase peace at any price. While 
the management is expected to be fair 
to employees there are occasions when 
a firm stand wilt have to be taken. In 
the recent cases of stir in the Indian 
Airlines, the LIC, by the locomen in the 
railways, in the strike in the Bombay 
cotton textile industry and the jute indus¬ 
try in West Bengal the firm stand taken 
by the management and proper policies 
by the government have led to results 
fair to the parties as. also to the com¬ 
munity. 

At a recent conference in New Delhi 
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organised by the All-India Organisation 
of Employers and the Employers* Fede¬ 
ration of India, a formula to make col- 
lective bargaining a success and 1 put 
industrial relations on a sound footing 
was recommended. Among the principal 
recommendations was that there should 
be a single bargaining agent in each 
industry selected by an acceptable 
method. 

There has however been no agree¬ 
ment amone the central trade union orga¬ 
nisations on the method. Legislation 
providing for a bargaining agent for the 
workers may not by itself bring about 
industrial harmony, in Maharashtra there 
lias been statutory bargaining in certain 
industries for many years, but that has 
not prevented strikes being brought 
about by minority unions for overthrow¬ 
ing settlements between the recognised 
unions and the employers. 

There are industries where one union 
cannot effectively, rcpre:,ent employees, 
particularly when there is not much 
mutuality of interests. For example in 
the air transport industry the same union 
cannot effectively represent the exces¬ 
sively paid pilots and engineers atthe one 
end and mazdoors at the other. In the 
railways two federations have long been 
recognised and an attempt by legislation 
to recognise only one may not lead to 
harmony or industrial peace. The two 
federations could not deliver the goods 
in the iccent locoraen’s stir and the 
government had to negotiate with the 
locomen's union. 

code of discipline 

In the circumstances it is worth consi¬ 
deration whether the existing voluntary 
arrangements under the Code of Discip¬ 
line which was accepted by the triparti¬ 
te Indian Labour Conference and has 
been adopted by a large number of in¬ 
dustries should be continued. The code 
lays down the procedure for recognising 
the majority union in an industry or 
establishment and clothes it with the 
power of bargaining with the manage¬ 
ment and entering into collective agree¬ 
ments on general questions such as wages, 
bonus and conditions of service. The 
code has no legislative force but is based 
on voluntariness and provides flexibility 
instead of the rigidity that would be 
caused by legislation as proposed. 

Under the existing practice the bar¬ 
gaining agent in some industries is on 


an all-India basis, in some for units in 
an industry in a local area, in some others 
for the particular undertaking, according to 
the history and circumstances of the in¬ 
dustry concerned. It would be difficult 
and may not be advisable to alter the 
existing arrangements and enforce a uni¬ 
form pattern by legislation. So also it 
may not lead to industrial harmony to 
insist in all cases on one recognised union 
in an industry. There may be historical 
and other circumstances in which a craft 
union having not much mutuality of in¬ 
terests with the general union would 
have to be recognised. 

minority unions 

One of the recommendation of confe¬ 
rence is that minority unions should not be 
allowed to upset agreements between the 
employer and the bargaining agent. This is 
a good suggestion. The law should not 
allow minority unions to raise industrial 
disputes in conciliation proceedings to 
upset settlements by the employer with the 
recognised majori ty union or ask for the 
matter to be referred to adjudication. 

That would not prevent the minority 
union from instigating strikes against 
such settlements. But while such strikes 
cannot be prevented by legislation, firmness 
by the management and by the govern¬ 
ment by not encouraging attempts to over¬ 
throw such settlements would, in the 
large majority of cases, meet the situa¬ 
tion. 

Another recommendation made is that 
if the worker have a right to strike, em¬ 
ployers have the right to lock-out. Cer¬ 
tain restrictions laid down by law apply 
equally to strikes and lock-outs. These 
provisions are however easy to enforce 
against employers but not against unions. 
Another recommendation made is that 
there should be no strike without notice. 
This was also recommended by the NLC 
and it is expected to be incorported in 
the proposed bill. This will not prevent 
strikes without notice, but would still 
be a useful provision. Under the existing 
Industrial Disputes Act notice is required 
only in the case of strikes in public uti¬ 
lity industries. 

Another recommendation is made 
that unfair practices by employers and 
employees should be spelt out by law 
and made liable for appropriate penalties. 
But the existing legislation, as also deci¬ 
sions of the Supreme Court, give ample 
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remedies against unfair labour practices* 
Unfair labour practices, as observed by 
the tripartite Maharashtra committee on 
unfair labour practices are difficult to 
define, and what may be unfair practice 
in one set of circumstances may not be 
in another. Legislation codifying unfair 
labour practices and laying down the 
procedure for remedying them would not 
only duplicate the present machinery for 
dealing with them but promote litigation. 
The best remedy against unfair practices 
by the employer is a strong representa¬ 
tive union and against unfair practices 
by unions proper and, when necessary, 
firm personnel policies. 

The conference further recommended 
that adjudication mechinery should not 
take cognisance of disputes on non-in¬ 
dustrial matters. It would be difficult 
to define all cases of non-industrial 
matters. The Supreme Court has already 
laid down certain matters as non-indus¬ 
trial. If an industrial dispute is raised, 
for example thit an industry should be 
nationalised or that the manager of the 
establishment should be removed or trans¬ 
ferred, the government under the exist¬ 
ing law need not refer it to adjudication. 
Unions know that no court would enter¬ 
tain disputes on such non-industrial 
matters and such demands would be 
pressed only by a strike or a threat to 
strike. 

independent machinery 

Another recommendation made is that 
an independent machinery for settlement 
of disputes as recommended by the NLC 
and agreed to at the Standing Labour 
Committee of 1970 should be set up to 
replace the existing tribunals. But some 
trade union centres have declared their 
strong opposition to these proposals. 
The independence of tribunals could be 
secured by requiring that appointments 
and extensions of national tribunals 
should be made in consultation with the 
Chief Justice of India and of industrial 
tribunals in consultation with the state 
high courts. Tripartite commissions as 
recommended by the NLC would be 
costly, would make it necessary to make 
a large number of new appointments, and 
the proceedings before such commissions 
for settlement of disputes would be much 
more dilatory than before a single tribu¬ 
nal. As a matter of fact both employers 
and unions have been disillusioned by 
the system of adjudication, but for diffe¬ 
rent reasons which are well known and 
need not be gone into here. 
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to India 
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India received a total external assistance 
of Rs 14,016 crores up to March 1973. 
This amount represents assistance that has 
flowed both from socialist and western 
countries. About nine per cent of it came 
from the former of which the Soviet Union 
alone accounted for 83 per cent, On the 
western side, the United States of America 
accounted for 42 per cent of the total 
assistance. Though aid-giving today has 
lost much of the glamour that it had a de¬ 
cade ago, a comparison of the assistance 
from these two sources may not seem out 
of context now in the post-Brezhnev visit 
period when much is spoken and written 
about Soviet friendship and assistance to 
India. 

There are dubious opinions expressed 
about the assistance rendered by the two 
blocs. A common view is that the social¬ 
ist aid is for heavy industrial development, 
while western aid is mainly fer agriculture. 
Another commonly expressed opinion is 
that socialist assistance though given on 
easy terms is actually costlier than western 
aid. Similar opinions have been expres¬ 
sed on different matters concerning aid. 
Hence, an objective comparative *iudy 
of external assistance to India from these 
two main sources is worthwhile. 

primary motive 

Humaniturianism is claimed to be an 
important motivation for any aid. It is 
probably common to all aid-givers. But 
it cannot be the primary motive. Ideolo¬ 
gy, defence strategy, diplomatic influence 
and trade play very important parts in 
influencing the donors to give assistance 
to poor countries. 

But the basic motivation in aid is 
ideology. The Soviet Union, the chief 
aid-giver of the socialist group, has been 
interested in the ideology of social owner¬ 
ship, and the development of the public 
sector. The USA, the leading donor 
among the western countries, on the other 
hand, has always been an advocate of 
individual enterprise and the development 
of the private sector. In practice, Soviet 
aid to India has been directed towards the 
development of basic and heavy industries 
in the public sector. This socialist ideo¬ 


logy of economic development of the 
Soviet Union happily coincided with 
India’s approach to planning and develop¬ 
ment. There was hardly any room for 
conflict between India and the Soviet 
Union on this issue. In the case of the 
USA, on the other hand, the ideology ap¬ 
parently ran counter to India’s approach 
to economic development. Unfortunately, 
on many occasions the USA took an un¬ 
compromising attitude against the develop¬ 
ment of the public sector in India though 
in practice much of her aid flowed into 
the public sector projects. Referring to 
these two approaches, P. J. Eldridge says, 
that the Soviet Union relied more on 
diplomacy while the USA made much of 
her ideology of private enterprise. 1 

problems with US 

Looking closely into the attitude of 
these two countries towards India, the 
USA started with a bias against indepen¬ 
dent India. India’s neutralism, the 
monazite episode 1 , the Kashmir question, 
India’s friendliness with Russia and Anal¬ 
ly India’s role in Korea, all combined to 
win for her the distrust and odium 
of that country. The formulation of 
India’s second five-year Plan with its 
‘socialistic pattern of society’ and the 
socialist industrial policy of the govern¬ 
ment only aggravated an already bad 
situation. Thus the relationship between 
India and the USA during these years was 
very strained and the quantum of the US 
aid was not big. It was only after 1958 
that this country started appreciating the 
non-alignment of India and aid disbursal 
to India also increased. Though, in prac¬ 
tice, aid flowed to public sector projects, 
pressure was brought to bear on India 
to give concessions to private investment 
Aid to heavy industrial development in 
the public sector was scrupulously avoid¬ 
ed. This happened especially in the case 
of the Bokaro steel plant. 

In the case of the Soviet Union, India 
was distrusted in the early stages of inde¬ 
pendence. The turning point in Soviet 
relations with India came only after the 
death of Stalin. Since 1956, the two 
countries here came very close to each 


other. This was the result of Soviet con¬ 
viction that world socialism could be at¬ 
tained through peaceful means. In Soviet 
relations with India, differences in ideolo¬ 
gy were never brought to the fore and no 
pressures were apparently exerted to chan¬ 
ge Indian policies. Every effort was made to 
project to the general Indian public the hu¬ 
manitarian and selfless approach of the 
Soviet Union in extending assistance. This 
was the diplomacy practised by the Soviet 
Union in order to project a good image of 
herself to the Indian public and to all the 
less developed countries. The ultimate aim 
of world socialism, however, was never 
lost sight of. It was thought that if 
India succeeded in her efforts at indus¬ 
trialisation and economic development 
through aid from the Soviet Union, it 
would be a success of Soviet ideology 
and positive gain to it because its prestige 
among the developing countries would 
be enhanced. Other expectations were 
to help build up in India a strong indus¬ 
trial proletariat though industrialisation 
which would foster the revolutionary 
movement in India and to wean India and 
through her other developing countries 
from western influence. 8 

ideological predilections 

Thus basically ideology was the chief 
motive of aid to India. The Soviet Union 
and other socialist countries wanted to draw 
India within their sphere of influence and 
through aid have tried to influence her in 
following a socialist economic policy. The 
USA and other western countries on their 
part have tried their best through aid to 
keep India within their sphere of influence. 
Their concern has been that India should 
follow a democratic way of life encourag¬ 
ing individual enterprise and the deve¬ 
lopment of the private sector. They 
differed about the manner in which these 
ideologies had been projected. 

We have noted earlier that there is a 
popular view according to which western 
economic aid has avoided basic and heavy 
industries and has consistently favoured 
food, agriculture and allied industries. 
Moreover, western aid was directed to the 
private sector. According to the same 
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view, the socialist countries have directed 
their aid to the development of the public 
sector. On the basis of these vievii, ^it is 
concluded that the basic difference in the 
aid of the two groups is that the west was 
interested in making India prosperous in 
agriculture and allied sectors and remain 
a regular supplier of raw materials, de¬ 
pending on the west for manufactured 
goods. With regard to the Soviet group, 
it is said that it was primarily interested 
in the industrialisation of India so as to 
make her self-sufficient and independent 
of any outside influence. This can be 
verified by a study of the purpose-wise 
distribution of aid from various countries. 

The USA's aid till 1971-72 amounted to 
Rs 5171.6 crores. PL 480 and 665 food 
assistance, repayable in rupee currency, 
claimed about 44.4 per cent. Other 
forms of aid accounted for Rs 2864.7 
crores. Direct agricultural aid claimed 
only Rs 56.8 crores, which was l.l per 
cent of the total aid given by that country. 
Part of the sale proceeds of PL funds 
were ploughed back into agricultural pro¬ 
jects. If these were also taken into ac¬ 
count, agriculture should claim around 20 
per cent of the total US aid. Industrial 
development received a lion’s share of 
the total US aid. It was about 32.7 per 
cent of the total. A good part of the sale 
proceeds of PL 480 food also was plough¬ 
ed back into industrial development. The 
share of power projects was about 3.7 per 
cent, transport and communication 4.7 
per cent and iron and steel 0.9 per cent 
of the total US aid given. In all, public 
sector claimed the bulk of the US assist¬ 
ance. Direct aid to private sector claim¬ 
ed only 2.9 per cent of total US aid (see 
Table I). 

false allegation 

From the above review, it is obvious 
that, but for the PL assistance, the US 
aid has not favoured agriculture and 
allied industries. Nor is there any favour 
shown to private sector. The US, how¬ 
ever, has safeguarded her ideology by 
avoiding investment in heavy industries, 
it must be admitted that in general in¬ 
frastructural investment received a large 
share of the US aid. 

The pattern of aid received from the 
United Kingdom is in no way different 
from the above US pattern. The UK 
contribution was of the order of Rs 844.4 
croics till 1971-72. Industrial develop¬ 
ment claimed Rs 652.4 crores which was 
77.4 per cent of the total aid. Out of 

EASTERN ECONOMIST 


this, the private sector accounted for only 
8.5 per cent of the total. The mixed sec¬ 
tor got about 52.4 per cent of the industrial 
aid; but even here, the share of the 
private sector was not large. Taking 
into account other fields of invest¬ 
ment, wc notice that over 70 per 
cent of British aid went to the pub¬ 
lic sector. In the case of heavy industrial 
development such as iron and steel and hea¬ 
vy electricals, the aid was around Rs 170 
crores which was over 20 per cent of the 
total UK aid to India. Agricultural aid 
accounted for about I.t per cent only 
(see Table II). 

Another major western donor was 
West Germany. The aid to India till 
1971-72 was Rs 822.5 crores. Agricultu¬ 
ral aid was hardly 0.2 per cent of the 
total aid extended. Even transport and 
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communications received only 5.7per cent 
of the aid. The major part of aid was 
for iron and steel industries which ac¬ 
counted for 23,4 per cent and industrial 
development accounting for 50.5 per cent 
of the total aid. in iron and steel, all 
aid went to the public sector. But 95.3 
per cent of industrial aid went to the 
mixed sector. The beneficiaries from this 
sector were mostly public sector projects. 
A very important element of West Ger¬ 
man aid was that as much as 20.2 per 
cent of it was in the form of rescheduling 
of debts. This was necessitated because 
of the high rate of interest of earlier loans. 
There was also a genuine spirit of accom¬ 
modation and a desire to help India on 
the part of West Germany. Thus in West 
German aid also there was no particular 
aversion to help India develop her indus¬ 
trial potential, whether it was in the heavy 


TAiirh I 

Purpose-wise Distribution of US Aid 

Purpose Amount in Percentage of Share of sectors (in percentages) 

Rs crores the total -.--- 





Public 

Private 

Publ./Pri.’ 

Transport and commu- 






nication 

244.1 

4.7 

100 

nil 

nil 

Power projects 

192.9 

3.7 

94.7 

5.3 

nil 

Industrial development 

1689.8 

32.7 

6.6 

8.5 

84.9 

Agriculture 

56.8 

1.1 

100 

nil 

nil 

Wheat loans 

PL 480/665 food and com¬ 

420.7 

8.1 

100 

nil 

nil 

modity assistance 
Miscellaneous: 

health, agricultural") 

2306.9 

44.4 

100 

nj] 

nil 

research, social & V 
educational J 

227.5 

4.4 

mostly to public sector 


Source: Reserve Bank of India, Report on Currency a net Finance : 1971-72. 
Note: *Publ./Priv.~refers to‘non-project'and ‘semi-project’ aid (i.e. aid fixed 

within the broad categories) component of term aid is classified as public/ 
private in official publications. 


Table II 

Purpose-wise Distribution of Aid from the UK 


Purpose 

amount in 
Rs crores 

Percentage 
of the 
total 

Share of sectors (in percentages) 

Public Private Publ./Priv. 

Iron and steel 

70.7 

8.4 

100 

nil 

nil 

Industrial development 

652.4 

77.4 

39.1 

8.5 

52.4 

Agriculture 

10 0 

1.1 

100 

nil 

nil 

Debt relief 

96.0 

11.3 

100 

nil 

nil 

Miscellaneous 

15.3 

1.8 

100 

nil 

nil 


Source: Reserve Bank of India, Report on Currency and Finance: 1971-72. 
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industrial field or in the public sector 
(see Tabic III). 

An important western donor was 
Canada. Her aid to India till 1971-72 
amounted to Rs 636 crores. A very special 
feature of Canadian aid was that Rs 
367.5 crores—57.8 per cent of total Cana¬ 
dian aid—were given as outright grant. 
This portion was mostly in the form of 
food exports to India. Resides, many 
development loans carried no interest 
charges. The private sector’s share of 
Canadian aid was less than 10 per cent of 
the total and that was only in the indus¬ 
trial sector (see Table IV). 

aid for infrastructure 

The above survey indicates that of the 
major western donors, all excepting 
Canada, preferred to give aid for the 
development of the infrastructure in the 
Indian economy. The claim that the wes* 
tern aid concentrated on agricultural deve¬ 
lopment had no factual foundation what¬ 
ever. It is true that food aid from 
the USA formed nearly half of the total 
aid. It is estimated that roughly about 
Rs 1537 crores out of the sale proceeds of 
food aid were >c-lent or donated to build 
many industrial enterprises both in the 
private and the public sectors, besides 
generous help given to education, research 
technical, health and similar projects. 
But the bulk of the US aid, about Rs 2000 
crores was earmarked for industrial deve¬ 
lopment. The UK and West Germany 
contributed more than half of their aid to 
the development of the industrial 
sector. If we leave out food grants by 
Canada, then nearly 50 per cent of the 
rest of this country’s aid went to indus¬ 
trial development. 

Another impression, that the west 
canalizes more willingly its funds through 
private sources so that they are able to 
secure a regular flow of profits into their 
country, is also false. It is in fact con¬ 
tradicted b> available facts. None of the 
countries surveyed here gave large part 
of its aid to the private sector. A study 
of foreign business collaborations in India 
shows that between 1948 and 1970, 
government of India approved 3,557 col¬ 
laboration agreements. The value of 
these investments was about Rs 1494 
crores. These were mostly in petroleum, 
mining, pharmaceuticals, plantations and 
services. The UK. accounted for about 
850 agreements involving a capital outlay 
of about Rs 656 crores. Since the total 
amount of aid given by that country till 
1970 was Rs 661.3 crores, the collabora¬ 
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tion amount would be 99.2 per cent of the 
UK aid amount. The US entered into 
about 570 agreements comprising capital 
investment of about Rs 451 crores, which 
works out to 9.8 per cent of the US aid. 
West Germany’s collaboration agreements 
in India were 500 with a capital outlay of 
about Rs 82 crores. 1 his amount when 
compared with its aid amount to India 
forms only 12.5 per cent of the latter. 4 

Examining these data, we are forced 
to the conclusion that generally the 
monetary value of the collaboration 
agreements does not substantiate the claim 
that an overwhelming proportion of funds 
have flowed into theprivate sector. The 
only country whose aid amount nearly 
equals private investment is the UK. 
This larger flow of private funds from the 
UK to India has a historical foundation, 
namely, that India was under Britain till 
1947 and there was some economic affi¬ 
nity between the two countries. Some 
Indian private enterprises were originally 
branches of British concerns and often 


busings contacts continued even after 
the handing over of the management to 
Indians. Other western countries have 
not favoured the private sector in their 
aid disbursements. Thus, in general, wes¬ 
tern countries also have contributed a 
major part of their aid to the develop¬ 
ment of the public sector. 

The USSR gave a total of Rs 1031.28 
crores by wav of aid till 1971-72. Grants 
were nominal i c. about Rs 10 crores. 
There was hardly any flow of funds to the 
private sector. Industry, especially heavy 
industry, received about 83 per cent of 
the USSR aid. Infrastructure projects 
and agricultural development have not 
been neglected, but the aid for the latter 
has been negligible. 

Comparing these features of the 
Soviet aid with those of the western deve¬ 
loped countries, we find that the 
Soviet aid has excluded the private sec¬ 
tors altogether. Western countries, on 
the other hand in spite of their preference 


Tabu III 


Purpose-wise Distribution of Aid from West Germany 


Purpose 


Transport and 
communication 
Iron and steel 
Industrial 
development 
Agriculture 
Debt relief 


Amount in Percentage Share ol sectors (in percentage) 


Rs crores 

of the 
total 

Public 

Private 

Publ./Priv. 

46.7 

5.7 

42.2 

nil 

57.8 

192.1 

23.4 

100 

nil 

nil 

416.4 

50.5 

nil 

4.7 

95.3 

1.4 

0.2 

100 

nil 

nil 

165.9 

20.2 

100 

nil 

nil 


Source: Reserve Bank of India, Report on Currency and finance: 1971-72 


Taw i IV 

Purpose-wise Distribution of Aid from Canada 


Purpose 


Amount in 
Rs crores 


Transport and 

communication 438 

Power projects 69.4 

Iron and steel 0.8 

Industrial 

development 102.0 

Agriculture 39.8 

Food aid (loans) 

(in convertible currency) 15.7 
Grants (mostly in the 
form of food grains) 379.5 


Percentage Share of sectors (in percentages) 


of the 
total 

Public 

Private 

Publ./priv. 

6.9 

100 

nil 

nil 

10.1 

100 

nil 

nil 

0.2 

100 

nil 

nil 

16.1 

56.4 

5.2 

38.4 

6.3 

100 

nil 

nil 

2.5 

100 

nil 

nil 

57.8 

100 

nil 

nil 

if India, Report 

on Currem\ 

v and Finance : 1971 -72 
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for the private sector have given major 
part of their aid for the development of 
the public sector. Purpose-wise analysis 
shows that the major part of Soviet aid 
has been canalized for the development 
of the basic and heavy industries, it 
would, however, be wrong to say that the 
Soviet aid favours only heavy industries 
while the western aid prefers only infras¬ 
tructure industries, for nearly 16 per cent 
of Soviet aid went to the infrastructure 
projects (see Tabic V), 

Among western countries, Britain and 
West Germany have helped to set up steel 
plants in India. The only country that 
has consistently refused to help heavy 
industry in the Indian public sector is the 
USA because of her ideological back¬ 
ground and internal political pulls. All 
the same, we must admit that there arc 
two fields in which the west has systemati¬ 
cally avoided aiding India. They arc pet¬ 
roleum and drugs, because foreign private 
companies monopolised the field for a 
long time. The Soviet Union readily gave 
aid to develop these two fields in the pub¬ 
lic sector in order to break the western 
monopoly in India and lessen the depen¬ 
dence oflndia on the west. 

important difference 

An important difference between the 
aid from the west and from the Soviet 
Union is that the latter gave only a very 
small amount of grants. Some western 
countries such as the USA and Canada 
have been very generous with India. 
Soviet loans usually carried a uni¬ 
form 2.5 per cent interest rale, repay¬ 
able in 12 years and more. Western 
interest rates for many loans went up to 
seven per cent. The only exception 
among the US aid loans were those 
channelled through the Agency for 
International Development. Some loans 
of this organisation carried only a service 
charge of 0.75 per cent. In recent years, 
there has been a general reduction in 
interest rates by the western countries, 
part of the aid being given for debt relief 
and also a liberal extension of repayment 
period going up to 40 years. The latest 
act of generosity of the USA is that she 
has consented to write off nearly Rs 1700 
crorcs of the accumulated PL 480 debts. 

Though the US aid is very large, it is 
spread over innumerable projects and food 
which is consumed immediately. Such 
aid has very little impact value.* On the 
other hand, Soviet aid has covered a few 
but important and strategic projects 
which have a very large impact value in 


terms of popularity. These projects have built in India with foreign collaboration 
also impact on economic development alleges that the^ Soviet projects >' were 
because investment in heavy industry, costlier. According to him these ‘inflated 
especially steel and machine building’, costs* made up for lower interest rates. 6 
give fillip to further investment in the 

economy. A study of facts as presented in Table 

VI shows that there is a vast discrepancy 
ll may be contended that though between the data available in India and the 
the interest rates for Soviet loans are low, data collected by MX Goldman. The data 
the amount of foreign exchange cost to given by him for the two American-aided 
particular projects could be inflated by refineries are very much on the lower side 
increasing the price of the machinery and and a little higher for the Soviet-aided 
equipment to such an extent that the low refineries. According to Indian official 
interest rate is more than conpcnsated by publications we find that the cost of 
the total return at the end. We cannot Soviet-aided projects was not very much 
deny that there is this possibility. But higher than the cost of other foreign- 
our experience with the projects of aided refineries. Nor was the foreign 
different countries in India does not seem exchange content of Soviet aided refineries 
to warrant the conclusion that the Soviet of much higher percentage than that of 
aided projects are costlier than those of refineries aided by other countries. The 
other countries. higher total cost of Barauni refinery was 

not so much due to Soviet assistance as 
The data we have of the total cost of to the inexperience of Indian technicians 
the projects and the foreign exchange and engineers and also due to bad loca- 
content of these projects of comparable tion of the refinery which involved extra 
nature show that all the projects whether cost, 
aided by the Soviet Union or the other 

western countries are equally costly. For Even if the data supplied by Goldman 
example, the cost at one million tonnes were true, wc may add that Soviet-aided 
steel stage of the three public sector steel refineries were not costlier than western- 
plants, Bhilai, Rourkela and Durgapur aided oil refineries. For there were 
was Rs 199.86 crores, Rs 230.69 crores actually two elements in the cost of any 
and Rs 230.69 crores respectively. In aided project— the rupee expenditure and 
these three projects, allowing room for the foreign exchange expenditure and the 
sophisticated processes of production, as consequent indebtedness to the country 
in Rourkela, there was not much differ- collaborating in the project. Though the 
ence in cost. The actual foreign exchange western-aided Cochin and Madras refine- 
contcnt for this stage was Rs 96 crores ries did seem less costly at first sight, they 
for Bhilai, which was 40.8 per cent of the were not really so if we were to take a 
total expenditure and Rs 122 crores for whole view. For, the repayment of 
rourkela which was 52.9 per cent of the credit carried a high interest rate. The 
total cost. collaborating party had the right to share 

the. profits of the company. What is 
But Marshall I. Goldman making a more, the import of crude was from a 
comparison of the cost of oil refineries source of the collaborator’s choice which 


Tabus V 

Purpose-wise Distribution of Aid from the USSR 


Purpose 

Amount in 

Rs crores 

Percentage 
of the total 

Sector 

Iron and steel 

539 

52.3 

Public 

Oil 

167 

16.2 

Public 

Power 

151 

14.6 

Public 

Coal mining 

24 

2.3 

Public 

Industries 

124 

12.0 

Public 

Drug projects 

15 

1.5 

Public 

Others 

11 

1.1 

Public 

Total 

1031 

100 



Sources: Reserve Bank oflndia. Report on Currency and Finance : 1971-72; 

Government oflndia, Ministry of Finance, External Assistance: 1967-68. 
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in fact would mean a heavy drain of 
foreign exchange for India. Besides, 
there were restrictions about selling the 
products of these refineries outside India 
with a heavy claim on the sale proceeds. 

All these factors made the low cost 
factor pale into insignificance. At the 
same time, we do not want to deny the 
fact that in chemical industry and in oil 
refining, the Soviet Union was known to 
be technologically weak and consequently 
the cost efficiency was also low. In spite 
of these problems, we have to admit that 
the Soviet-aided projects were in no way 
costlier than projects aided by other 
countries. 

repayment of loans 

Another difference between socialist 
aid and western aid hinges on the 
repayment of loan credits. There is not 
a single credit given by the Soviet Union 
which involves repayment in convertible 
currencies. All the aid loans have to be 
repaid by the export of commodities 
from India and this repayment is at times 
made self-liquidating by importing into 
the Soviet Union products of the Soviet- 
aided projects. Hcncc, it might be said 
that the aid from that country involves 
less repayment problem to India than aid 
from other countries. There is, however, 
usually a clause to the effect that any 
accumulated balance would have to be 


the USSR considers 'trade* as a form of 
‘aid*. As Henry S. Aubrey observes, 
"the bloc countries have been able to use 
trade and aid interchangeably because 
a shortage of foreign exchange can be 
relieved by either measure; they have 
made capital assistance repayable by 
trade. 7 

The claim sometimes made that the 
Soviet aid unlike western aid is neither 
for ‘profits hunting* nor for ‘political 
aggrandisement’# can be questioned. It 
is very true that the raison d'etre of 
private enterprise is profit motive and if 
aid loans flow from private agencies, they 
do demand normal interest rates, a charge 
for the transfer of know-how and payment 
for the patent rights plus a share in the 
profits of the comapany. It is a com¬ 
mercial contract and is called aid only in 
the broadest sense possible* But 
governmental aid from the west does not 
have all these features* 

There are at times restrictions regard¬ 
ing exports of products from aided pro¬ 
jects. The interest rates have been in 
some cases just about the prevailing bank 
rate. Generally there is some charge for 
the transfer of know-how and expertise. 
In this matter, each group has to be 
evaluated in the context in which it 
functions. Hence, since in the social and 
political set up of the Soviet Union, there 


are no patent laws and the government is 
the sole dispenser of finance, the features 
mentioned above are absent in its relations 
with India and the Soviet Union does not 
place any restrictions on India’s exports 
rights. Under the western system, this is 
not possible. All the same we must 
admit that often profit motive gets the 
better of the humanitarian motive in 
western aid to India. This is in respect 
of the demand for excessive royalty pay¬ 
ments and very high share in the profits 
of the company. 9 In general, western 
aid could be summed up under the 
following slogan, ‘while wc aid you, we 
do want to gain.’ 

The question of 'political aggrandise¬ 
ment’ in western aid may be true to some 
extent. Aid is given more liberally and 
in abundance to allies and to those who 
belong to defence organisations. Aid is 
often used as a weapon to bring pressure 
on countries such as India to change or 
modify their political stand. Aid, even 
food aid, has been suspended indirectly 
by postponing shipments to show 
displeasure of the aid-giver and the 
disapproval of an independent political 
stand taken by India—for example India’s 
support to Nasser during the first Suez 
crisis and war, the Kashmir question, 
Vietnam issue, Goa military action by 
India and the latest lodo-Pakistan war. 
These cases are more exceptions than the 


paid in convertible currencies. Whatever Table VI 

be the motive behind this clause, so far 

India has not had to pay back any loans Comparison of Costs of Oil Refineries in the Public Sector, 

in convertible currencies. 


On the other hand, the repayment 
problem with regard to western countries 
has been very acute for India. Excepting 
for PL credits from the USA, all loans 
have to be repaid in convertible cur¬ 
rencies. Total repayment liability in 
1972-73 was around Rs 6,000 crores. Till 
1960, western loans carried very heavy 
interest charges. Since then there has 
been a relaxation in the terms of loans 
extended to India. Further, the leading 
aid donors of the west have come forward 
to reschedule debt repayment. However, 
relatively speaking, from the repayment 
point of view, Soviet aid has been less 
burdensome than that of western countries 
including the USA. 


Location 

Contracting 

party 

Planned 

capacity 

(mill. 

tonnes) 

Costs accord- Costs accord Foreign Percentag 
ing to Goldman ing to govern- exchange of col. i 
(in Rs crores) ment of India content to col. : 
(in Rs crores) (in Rs crores) 

i 

2 

3 

4 

5 

6 

7 

Gauhati 

Romania 

0.75 

15.04 

15.98 

6.43 

40.3 

Barauni 

Soviet 

2.00 

(32) 

35.72 

44.53 

17.73 

39.6 

Koyali 

Union 

Soviet 

2.00 

(72) 

28.20 

25.62 

9.61 

37.8 

Cochin 

Union 

Phillips 

2.50 

(60) 

15.98 

(34) 

9.99 

(21.25) 

29.33 

17.73 

60.6 

Madras 

Amaco & 
Iranian Oil 
Co. 

2.50 

40.7 

13.7 

34.0 


We should also note that the approach 
to trade and aid by the two groups is 
different. The western approach to trade 
is that it is a commercial transaction and 
whatever is bought has to be paid in cash 
by the purchaser. On the other hand, 


Sources : M.I. Goldman, Soviet Foreign Aid , Frederic Praeger, Now York, 
1968, p. 99; Government of India, ministry of Finance, Annual 
Report on the Working of Industrial and Commercial Undertakings of 
Government of India: 1970-71. 

Note : (a) Figures in brackets are Goldman’s. They are in million dollars. 
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rule and so it cannot be concluded that 
western aid has primarily a political 
motivation. 

As we have noted earlier, both the 
USA, and the Soviet Union do have 
ulterior political objectives in giving aid 
to India. The former wants India to be 
out of the socialist camp and be com¬ 
mitted fully to the democratic way of 
life. The Soviet Union would like to see 
India leave the western camp altogether 
and , develop herself into a socialist 
country. This being the ultimate aim, 
the west openly shows its displeasure if 
policies arc not to its liking and does not 
hesitate to cut olT aid if necessary to 
show its displeasure. With the Soviet 
Union there is apparently no open opposi¬ 
tion. If newspaper reports and parlia¬ 
mentary debates in recent years are any 
indication, there is a general and constant 
accusation that the government of India 
is slavishly following the Soviet dictation 
and that the policies are decided in 


Moscow and not in Delhi. This of course 
is not true. 

However, it cannot be denied that the 
Soviet Union does pressurize India into 
taking certain political decisions. More¬ 
over, when it comes to criticizing the 
Soviet Union, the Indian government has 
never been forthright as she has been 
with the western countries. Obvious 
examples that could be cited arc the 
invasion of Czechoslovakia, the Hungarian 
and Polish revolutions and the Russian 
action in these revolutions. There have 
been many such incidents. 

In conclusion, we may observe that 
though the ideological motivation is 
behind the aid given by the Soviet Union 
and the western countries, the strategies 
used to achieve this ideology have been 
different. The strategy of the Soviet 
Union has, however, coincided with 
Indian aspirations and objectives and 
hence that aid has appeared in a more 
favourable light to us. Although western 
aid has brought many advantages to the 


Indian economy, the association of this 
aid with the political strings and the 
profit motive as also the curbs, restric¬ 
tions and ‘efficiency* demand of donors 
have tended to project a colonial image 
rather than an image of a generous 
donor. 

References: 

1. p. J. Eldridge, The Politics of Foreign Aid 
in India* Vikas Publications, Delhi-6,1969* p. VJs. 

2. The monazite episode refers to the banning 
of monazite sand abundant in India for export. 
Besides, H. J. Bhaba, the late chairman of the 
Indian Board of Atomic Research, is reported to 
have advised Brazil not to export its mouazite 
sand to the USA. 

3. J. Berliner, Soviet Economic Aid* Praeger, 
New York, 1958, p. 24. 

4 Michael FCidron, Foreign Investment in India* 
chapters 4, 5, and 6. Reserve Bank of India, 
Foreign Collaboration in Indian Industry , 1968. 

5. P.J. Eldridge, Op. Cit.> p. H. 

6. M.t. Goldman, Soviet Foreign Aid , p. 99. 

7. H.G. Aubrey, Coexistence , National Plann¬ 
ing Association, p. 34 , ^ 

8. Ratan Kumar Jain, International Coopera- 
Hon, Popular Book Service, p.4(> 

9. M Kidron, Foreign Investment in India, 
chapter 6. 


How profitable is — 

LIC investment? 


Thk profitabiuiy principle of investment 
comes after the safety rule although in a 
paper Mr Peglcr has suggested that “it is 
not, as Bailey has stated, security of capital 
which is the primary consideration, but se¬ 
curity of income, and that the achievement 
of latter will, of itself, ensure that the capi¬ 
tal value is maintained.” Thus, it is clear 
that the profitability of investment is con¬ 
siderably important besides the above 
statement which is an extreme clarification. 

In order to meet his contractual obliga¬ 
tions, the life insurer must earn on his in¬ 
vested funds a yield at least as large as that 
assumed in the calculation of premium 
rates. If the insurer earns a higher inte¬ 
rest rate, the excess will be its profit, and, 
if a lower interest is realised, the deficit 
will represent loss. But it does not mean 
that he should be satisfied with earning of 
the minimum interest rate only and not 
try to get a higher rate. It should be the 
aim of the investment policy to invest the 
funds to earn the maximum expected yield 
thereon. The expected yield does not 
mean that he should take theoretical fu¬ 
ture income, bu the should count factual 


interest rate. The k high yield’ is not the 
main aim of investment because it leads 
to the speculative class of investment. The 
yield should be constant and permanent. 
It has been observed that the security and 
the yield principles are opposite in nature. 
If safety is high, the yield will be low and 
if safety is low, the yield will be high al¬ 
though there arc certain securities where 
both the yield and the safety arc present 
to a greater extent. 


The investments are classified from the 
profitability viewpoint into three catego¬ 
ries i. e. high yielding, constant return 
and other investments. 

High-yielding Investment Investment 
in equity shares is deemed to be high- 
yielding investment because the dividend 
may increase to any extent depending 
upon the profits of the concerns issuing 
the equity shares although the reverse of 
it is also true. But the modern practices 
adopted by the concerns for safeguarding 
the constant return make it more profit¬ 
able. Thus, the trend of investment in 


such securities will reveal the direction of 
profitability of investment. 

Table I shows that the investment in 
equity shares constantly increased from 
6.8 per cent in 1957 to 9.Q per cent in 
1963 and declined to 8.9 per cent in 1965 
but again rose to 9.1 per cent in 1967, 
thereafter the investment declined year 
after year. Thus, it can be concluded 
that the profitability of LIC investment 
related with this category was constantly 
declining after 1967. The investment 
ratio was 5.18 per cent in 1973 which was 
the lowest since the birth of LIC. This 
downward trend may be a good sign of 
declining risk but not of profitability. 

Constant Return Investment: Deben¬ 
tures, preference shares and mortgage 
loans are included in this category since 
constant return is guaranteed on these in¬ 
vestments. Yield on these investments is 
higher than that of other investments. 

Table II shows that the inveetmeut in 
debentures was declining after 1965, There 
were many fluctuations, In 1973, the far 
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vestment ratio was 2.4 per cent which was 
the lowest between 1957 and 1973. Thus, 
the profitability arising from this invest¬ 
ment was also declining. This had been 
-the result of investment in preference 
shares too which was constantly declining 
from 3.3 percent in 1957 to I.Spcrcentin 
1973. These securities have revealed declin¬ 
ing trend in profitability. Before 1955, these 
securities were enjoying higher proportion 
in investment. So far as mortgage loans are 
concerned, it had been hardly five per cent 
of the total investment before 1955. The 
average for the period (1914-1955) had 
been 3.2 per cent of the total assets. Mort¬ 
gages had been a rather neglected form 
of investment in India. But that is not 
so in other countries. As a matter 
of fact, mortgages can be made a secure 
as well as a lucrative form of investment 
if a bold and intelligent selection is made 
on a national basis. This cherished goal 
of investment was achieved by the corpo¬ 
ration after 1963 when it had touched the 
lowest level of 1.1 per cent: before that 
investment in mortgages was declining 
from three per cent in 1957 to 1.1 per cent 
in 1963. The progress of investment in 
mortgages has been miraculous as it went 
up to 13.2 per cent in 1973. Consequently 
overall investment in such forms started 
increasing constantly since 1963. It increas¬ 
ed from 7.7 per cent in 1963 to 17.1 per 
cent in 1973. Thus, these investments have 
increased about two-fold. 

other investments 

(i) Government and Other Approved Seen - 
rities: Constant income is obtained trom 
these securities. The yields are not ade¬ 
quate which have been two per cent to 
51 per cent during the period of analysis. 
The LIC investment in such securities are 
declining. 

(ii) Policy Locus and Foreign Invest¬ 
ments: These investments are not impor¬ 
tant from profitability point of view. LIC’ 
investment in such forms are constant. 

(iii) Real Estates and Residual Balances: 
These investments arc increasing but they 
arc not noteworthy from profitability view¬ 
point. Cash and bank balances are fetch¬ 
ing no profit. Real estates are deemed 
to yield some profits in the form of saving 
in rents for occupying the offices. Other 
balances are not properly utilised for 
earning profits. 

Thus, the above forms of investments 
are not giving adequate and desired 
income and are important from other 
investment points of view. 

Investment must earn at least the 
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assumed rate of interest in the calculation 
of premium rates and efforts should b A 
made to earn interest as much beyond this 
minimum return as possible without sacri¬ 
ficing security of capital. Here, the 
minimum return means the net rate of 
interest which is obtained by making 
allowances for expenses and taxes from the 
gross rate of interest which is calculated 
on the mean life insurance fund (Table 111). 

Thus, the gross rate of interest increased 
from 4.54 per cent in 1959 to 6.56 per cent 
m 1973. The net rate of interest also 
went up from 4.08 per cent in 1959 to 5.97 
per cent in 1973. Thus, the increase in 
net rate of interest was less than that of 
gross rate of interest. The difference 
between the two rates of interest varied 
from 0.12 per cent to 0.68 per cent. Except 
for 1963, the rates of return were increas¬ 
ing constantly. It was a good sign of 
increasing profitability of the corporation. 


If we compare the net rate of interest in 
1957 with that of 1973, we get the 
difference of increase of (5.97 — 3.76) 
2.21 percent. 

Comparison with Assumed Rate of 
Interest : Comparison with assumed rate 
will reveals whether the corporation is able 
to meet the contractual obligation or not. 

Tabic IV reveals that the actual 
rate of interest increased constantly, 
except in 1963, from 3.76 per cent in 1957 
to 5.73 per cent in 1971 i.c. increase of 
1.97 per cent while the assumed rale of 
interest increased from 3.12 per cent to 
3.38 per cent in the corresponding years, 
i.e. increase of only 0.26 per cent. The 
difference between the actual and the 
assumed rates of interest was also increas¬ 
ing constantly except in 1963; it increased 
from 0.64 per cent in 1957 to 2.35 per cent 
in 1971. Thus, the corporation was 


Tabu 1 

Investments in Equity Shares as a Percentage of the Total Assets 
As on 31st December As on 31st March 


1957 1959 1961 1963 1965 1967 1969 1971 1973 

6.8 7.3 8.0 9.0 8.9 9.1 7.7 6.4 5.18 


Tabll II 

Investments In Constant Yield Securities 

(As a percentage of total assets) 


types of 
Investments 

As on 31st Dec 


As on 31st March 



1957 

1959 1961 

1963 

1965 

1967 

1969 

1971 

1973 

Debentures 

4.4 

3.7 3.3 

3.7 

4.4 

3.7 

3.5 

2.9 

2.4 

Preference shares 

3.3 

3.3 3.1 

2.9 

2.6 

2.5 

2.2 

1.9 

1.5 

Mortgage loans 
in India 

3.0 

1.9 1.2 

1.1 

1.6 

5.5 

9.7 

1.7 

13 2 

Total 

10.7 

8.9 7.6 

7.7 

8.6 

11.7 

15.4 

16.5 

17.1 



Tahu: 111 

Average Rales of Interest 






(As a percentage on the mean life insurance funds) 


As on 31st Dec. As on 31st March 



1957 

1959 

1961 

1963 

1965 

1967 

1969 

1971 

1973 

Gross 

interest 

NA 

4.54 

4.80 

4.76 

5.27 

5.76 

5 94. 

6.25 

6.56 

Net 

interest 

3.76 

4.08 

4.68 

4.08 

4.90 

5.29 

5.31 

5.73 

5.97 


Ni\ : Not Available. 
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becoming stronger year after year in 
meeting its contractual obligations by 
earning more than the assumed rite of 
interest every year. 

bi-annual rate 

V shows that the actual rate of 
interest increased at the absolute rate of 
0.27 per cent bi-annual while the corres¬ 
ponding figure in the assumed rate of 
interest was merely 0.06 per cent. The 
relative increase rate was also higher in 
the former case as the rate of bi-annual 
increase in relation to the average was 5.S 
per cent in the former case while it was 
0.14 per cent in the latter case. Thus, 
the actual rate of interest was rising at 
a faster pace than the assumed rate and 
the profitability of the LIC investment 
was found to be satisfactory. The 
difference between the two rates was 
increasing year after year; it was 0.90 per 
cent in 1957 but rose to 2.37 per cent in 
1971. The difference between the relative 
increase rates on the basis of their respec¬ 
tive averages was 5.36 per cent. On the 
basis of this analysis it can be stated that 
the corporation is in a position to reduce 
the premium rate by enhancing the 
assumed rate of interest In this case, 
maintaining the average difference of 1,77 
(4.87 — 3.10) per cent, the premium rate 
can easily be reduced by enhancing the 
assumed rate at 0.21 per cent, bi-annum. 
Past history has also shown that the 
actual rates of interest have been more 
than the assumed rates. The actual rate 
of interest had been regularly on an 
increase. During the six-year period 
(1949-1954) a gain of 0.46 per cent in the 
rate of interest was achieved. The maxi¬ 
mum rate of interest has been 3.51 per 
cent in 1954. 

Comparison with Bank Rate: The 
Bank rate indicates the trend of the market 
rates of interest. If the Bank rate is 
increasing other rates will increase 
and vice-versa is also true. Thus the 
comparison with the Bank rate will reveal 
whether the LIC is able to earn at least 
the Bank rate or not. 

Table VI shows that the corporation is 
mostly not able to earn interest parallel 
to the Bank rate. The actual rates were 
higher than the Bank rates up to 0.08 per 
cent in 1959, 0.68 per cent in 1961 and 
0.31 per cent in 1969. Except for these 
three years, the actual rates were lower 
than the Bank rates. The lowest differ¬ 
ence was 0.24 per cent in 1957 and the 
maximum difference was 1.10 per cent in 
1965. At present the difference is 1.03 


per cent. It is stated that the corporation 
must earn at least the Bank rate other¬ 
wise the participating policy-holders may 
object that the purchasing of policy was 
dearer than the deposit in banks although 
they may not take the risk factor into 
account. Apart from all these statements, 
it may be mentioned that the LIC invest¬ 
ment is not so profitable as should be on 
the basis of the Bank rate. 

Table VII reveals that the actual 
rate of interest rose at the absolute rate of 
0.27 per cent bi-annum and at 5.5 per cent 
of its average while the bank rate rose at 


the absolute rate of 0.36 per cent bi¬ 
annum and at 6.9 per cent of its average. 
Thus it is clear that the actual rate of 
interest in LIC was not rising parallel to 
that of Bank rate whether it was in 
absolute or in relative term, which could 
be a great defect of LIC investment. The 
difference of 0.09 per cent was always 
maintained between these two rates. 

It has been revealed that investment in 
equity shares was constantly declining 
since 1967. The high yield related with 
this investment was, therefore, reduced in 
every year since 1967. Investment in 


Table IV 

Comparison of Actual Net Rate of Interest to that of Assumed One 

(In percentage) 


As on 3ist Dec. As on 31st March 

Rate of --- 

return 



1957 

1959 

1961 

1963 

1965 

1967 

1969 

1971 

1973 

Actual 

3.76 

408 

4 68 

4.08 

4.90 

5.29 

5.31 

5.73 

5.97 

Assumed 

3.12 

2.88 

2.88 

3.00 

3.00 

3.25 

3.25 

3.38 

NY 

Difference (+) 

0.64 

1.28 

1.80 

1.08 

1.90 

2,04 

2.06 

2.35 

NY 


NY ; Not yet published. 

Table V 

Trends of Actual and Assumed Rates of Interest 

(In percentage) 


As on 31st Dec. As on 31st March Rate of increase 

bi-annual 


Rate of 
interest 

1957 

1959 

1961 

1963* 

1965 

1967 

1969 

1971 

abso- 
1973 lute 

In rela¬ 
tion of 
average 

Actual 

3.79 

4.06 

4.33 

4.60 

4.87 

5.14 

5.41 

5.68 

5.95 0.27 

5.5% 

Assumed 

2.89 

2.95 

3.01 

3.07 

3.13 

3:19 

3.25 

3.31 

NY 0.06 

0.14% 

Difference + 0.90 

1.11 

1.32 

1.53 

1.74 

1.95 

2.16 

2.37 

NY 0.21 

5.36% 


♦It is assumed that the period between December 31, 1961 to March 31, 1963 
is of two years for easy calculation. NY :Not yet published. 

Table VI 


Comparison with Bulk Rate 


Rate of 
interest 

As on 31st Dec. 


As on 31st March 



1957 

1959 1961 

1963 

1965 

1967 1969 

1971 

1973 

Actual rate 

3.76 

4.08 4.68 

4.08 

4.90 

5.29 5.31 

5.73 

5.97 

Bank rate 

4.00 

4.00 4.00 

4.50 

6.00 

6.00 5.00 

6.00 

7.00 

Difference 

—0.24 

+0.08 +0.68 —0.42 

—1.10 —0.71 +0.31 —0.27 

—1.03 
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mums of view 


debentures and preference shares was also 
falling year after year. Thus, the profita¬ 
bility related with these securities was 
constantly declining although it was out¬ 
weighed by rapid increasing trend of 
mortgage loans. Investment in mortgage 
loans proved profitable as well as secure. 
Other investments were not so important 
from profitbility point of view. 

Gross anad net interest rales on the 
LIC investment were gradually increasing. 
Moreover, the net rate of interest was 


always higher than the assumed rate of 
interest used for calculating premium. 
Thus, the LIC was fulfilling the minimum 
requirement of investment. The corpora¬ 
tion was able to reduce the premium rate 
by assuming higher interest rate as the 
assumed rate was rising at a lesser speed 
than that of the actual rate of interest. 
The magnitude of the difference in the 
speed of rise was 0.21 per cent bi-annum. 
Thus, it is suggested that the premium 
rate can be decreased atleast by this 
magnitude. 


A comparison with Bank rate has 
disclosed that the LIC investment is not 
significantly profitable as it is unable to 
earn even the Bank rate. Morever, the 
increase in the actual rate of interest was 
less than that of the Bank rate. 

Sources : Statistics in this article have 
been taken from the following 
publications: 

(i) Annual Reports of LIC (1961-1973) 

(ii) Valuation Reports 

(iii) Agrawala A.N .—Insurance in India 
iv) Gupta OS. -Life Insurance. 


Table VII 

Trends of Bank and Actual Rates of Interest 


Bi-annual rate of increase 


As a percent 


Rates of Interest 

1957 

1959 

1961 

1963 

1965 

1967 

1969 

1971 

1973 

Absolute 

of average 

Actual rate 

3.79 

4.06 

4.33 

4.60 

4.87 

5.14 

5.41 

5.68 

5.95 

0.27 

5.55% 

Bank rate 

3.76 

4.12 

4.48 

4.84 

5.20 

5.56 

5.92 

6.28 

6.64 

0.36 

6.9% 

Difference 

+0.03 

—0.06 

—0.15 

—0.24 

-0.33 

—042 

—0.51 

—0.60 

-0.69 

—0.09 

1.4% 
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ALUMINIUM 

CAN MAKE YOUR 
HOME LOVELIER 
AND LIVELIER 


Sleek elegant, light, bright, strong, durable, rust-prool. 
hygienic.- one could go on listing the virtues of the wonde. 
metal, ALUMINIUM. Every modern home uses versatile 
aluminium furniture, fixtures, utensils and appliances. 

Join the modern trend—use aluminium in your home too. 
Make sure that your furniture is made of Hindalco 
Aluminium. Hindalco does not make these finished goods 
but it supplies the much-needed aluminium (in primary Gt 
Semi*fabricated forms) for their manufacture. 
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Whither the USA in 1974? 


i 

Merrill Lynch's Optimism 

Some of the greybeards among you may 
remember that when I launched this colu¬ 
mn in October, 1948, it was intended to 
be a weekly report on the Calcutta stock 
market, but in order to assess what was 
going on, and what was likely to come 
about in that market 1 found myself more 
and more discussing political and econo¬ 
mic factors—national and international 
—because the trend of stocks and shares 
reflects those factors. 

I was reminded of this recently when, 
on your behalf, I attended a seminar held 
here by the London Financial Times and 
the Investor's Chronicle to discuss the 
course of markets in 1974. 1 was parti¬ 
cularly struck by the talk given by Mr 
George L. Shinn,fpresident of the US (and 


present is foreboding enough. Just look 
at the contradictions! The country that 
does best at putting protestant ethic into 
action—is Japan, where theirare no Protes¬ 
tants, The richest country in the western 
world is the US, where polls show most 
citizens to be more unhappy with the 
present and more worried about the fu¬ 
ture than they were when they were poor¬ 
er. What was once the poorest nation 
in the world is said to be full of happy 
people and is free of poverty—China. 
The Chinese have a handy proverb for 
this occasion: “Prophesy is extremely 
difficult—especially with regard to the 
future". 

So, what can wc expect of the Ameri¬ 
can economy in 1974? 

Economic projections right now arc 
especially perilous. The energy crisis has 



Ik WORLD 


Merrill world-wide) stock broking firm of 
Merrill Lynch, entitled “Wall Street in 
1974", because despite its apparently nar¬ 
row title, it amounted to a tour of the 
US economic horizon. If it is true that 
when the US economy sneezes, the rest of 
the industrialised world catches cold, sure¬ 
ly it must be equally true that as the sun 
begins to shine more warmly across the 
Atlantic and the Pacific oceans, its rays 
send rising warmth around the world. 

The future, Mr G. L. Shinn said, lies 
ahead of us. Ambrose Bierce once de¬ 
fined the future as “that period of time 
in which our affairs will prosper, our 
friends will be true and our happiness will 
be assured". But neither hard cynicism 
nor easy optimism will help us much 
when, as bussincssmen, we try to prepare 
for tomorrow. Remember that wc all 
have to be crystal gazers these days. 

That remains true even though the 


driven all economists back to the drawing 
board. Yet difficult and trying as the 
crisis is, the USA probably has more 
latitude than most other western countries. 
It has been profligate with its energy in 
recent years. The USA has, for example, 
been using three and a half times as much 
energy per capita as the Japanese, even 
though the Japanese economy was out¬ 
performing the USA. Now the USA is 
finding that energy must and can be used 
in ways that are most productive to the 
economy. This is a useful lesson. The 
Americans suddenly sec how, without great 
sacrifice, the USA can effect huge savings 
of fuel of all kinds. Because the Ameri¬ 
cans are not only the world’s largest con¬ 
sumers of energy but also the largest pro¬ 
ducers of it, they can adjust with less 
trouble than the rest of the industrialised 
world. 

The real question, however, is not so 
much whether the US can economise on 


Jossleyn 
Htnnesty 

London. 

the use of energy, but how long it will 
take to do so, and where the pinch will 
be tightest. It will be some time before 
wc know the answers. Wc may not know 
for a long time how the automobile indus¬ 
try will reorganise to meet the projected 
reduction in gasolene consumption, or 
what we can expect in increased coal 
supplies, or what other fuels will become 
competitive with crude as the price of 
crude goes up. 

Still, Mr Shinn docs not believe that 
the oil embargo «’$ going to bring the USA 
to its knees. It is not going to plunge the 
USA into depression, nor create 10 per 
cent unemployment. On the contrary, the 
need to conserve should give the Ameri¬ 
cans a new consciousness of their great 
ability to manage. The shortage adds up 
to a great opportunity for management. 
Mr Shinn is confident that the USA can 
meet the challenge. “Five years from 
now, we’ll be more efficient, more frugal, 
and more prosperous as a result of the 
experiences of 1973 and 1974”. 

The shock and the near panic follow¬ 
ing the embargo are now over. In this 
cooler atmosphere, American economists 
are coming up with revised projections for 
1974. 

II 

“Murphy’s Law” 

These projections should be examined 
with one currently popular American 
maxim in mind. This is “Murphy’s Law", 
which says simply that “If anything can 
go wrong, it will". You may remember 
some of the optimistic expectations held 
in the USA at the outset of 1973. What 
happened in the course of 1973 did not 
bear out those expectations. The price 
performance in the US economy was dis¬ 
appointing. The notion that the inflation 
of the Vietnam war was only transitory 
was blown to bits. The USA experienced 
great price increases as a result of strong 
and largely unpcrceived underlying pres¬ 
sures in the economy. So something 
could have gone wrong in 1973, and, in 
accordance with the Murphy’s Law, it did. 

But for 1974 a couple of things can’t 
go wrong. One is that the embargo will 
end sometime this spring. Should the em¬ 
bargo turn out to be strictly enforced and 
should it last all year,*then important ad¬ 
justments in the USA’s short-term out¬ 
look have to be made. Another assump¬ 
tion is that the Federal Reserve Board 
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> will gradually make more credit available. 
Mr Shinn postulates that the money stock 
will be permitted to grow at an annual 
j rate of about six per cent during 1974, 
If, however, 1973’s tight money policies 
are continued throughout 1974, the pro¬ 
jections would need to be revised down¬ 
wards. 

Granted those premises, the economic 
outlook would be encouraging for sound 
growth by late 1974. The economy has 
already entered a recession. The GNP 
probably fell in real terms in the last quar¬ 
ter of 1973 when inflation reached at least 
eight per cent. That fall in GNP is pro¬ 
bably going to continue is this quarter. It 
may even speed up a little. The second 
quarter of 1974 is likely to see the GNP- 
curve flatten out, perhaps with some 
small drop in the rate of inflation. Not 
until the USA is well into the second half 
of 1974 will substantial reat growth be 
resumed. 

Internally, much shifting around and 
accommodating to the new environment 
must occur this year. Some of this is 
unpredictable, but Mr Shinn believes that 
auto sales will fall by as much as 15 
per cent. Housing starts should decline 
farther as the year progresses owing to 
over building, high mortgage rates and 
the shortage of petrol. He expects a drop 
of 450,000 in projected new housing starts 
in 1974. Capital spending should increase 
by about nine per cent in the course of 
1974; this is not historically a very high 
figure nor will it give much sparkle to the 
economy. 

But by the time that we get into the 
third quarter of 1974, real growth should 
begin to build up and, by the end of the 
year, it should be approaching an annual 
rate of four or five per cent. Inflation 
should be down. Unemployment may 
go as high as six per cent in mid-1975, 
reflecting with a lag the recession of Iasi 
quarter and this one. The percentage of 
unemployed should start to drop after the 
recovery is under way. A year from now, 
we should be in the middle of a good re¬ 
covery. 

What kind of performance may be 
expected from the stock and bond mar¬ 
kets? One must assume that there will be 
no domestic political earthquake, no new 
or renewed foreign war, and that no dep¬ 
ression strikes-every industrialised nation 
at the same time—that is, no world-wide 
depression. 

Barring such events, Mr Shinn sees 
good markets in 1974, The economic 
trends have favourable psychological im¬ 
plications. The American stock market 


for the past few months has been most 
jittery. Obviously, corporate profits dp 
not Commonly swing from great 6fie diy 
to terrible on the next. The market has 
been nervous and jumpy not for good 
fundamental reasons, but because it has 
been facing the unknown and fearing the 
worst. 

A modest recession of the kind to be 
expected would be good news once the 
dimensions of the recession are under¬ 
stood. The market can manage an econo¬ 
mic slowdown without these maniac 
swings in prices. What the market 
really has to fear is fear itself. That is 
exactly what caused a big drop in the 
Dow Jones Industrial Average for two 
weeks in November, which was one of the 
sharpest drops in history. 

Ill 

Pointers from Past and Present 

Historically there is much to support 
the view that a good market should be on 
the way in a slow economic year. Over 
the past century, the US economy has 
gone into a recession or a depression 24 
times. On 21 of those occasions, the 
stock market staged sustained rallies while 
the recession was going on. So the mar* 
kets looks beyond the conditions of the 
present to the conditions that will prevail 
nine months to a year ahead. And now 
those conditions, that is the economic 
climate of late 1974, look pretty good. 

Still another reason supporting our 
expectations of a strong American revival 
is the current price of many good stocks. 
The average listed security pn the New 
York Stock Exchange has been declining 
for five years. It has lost 65 per cent of 
its value in that time. Two-thirds of the 
stocks traded are selling under ten times 
earnings. Only one in eight sold at that 
level a year ago. Seventy per cent of the 
stocks on the AMEX are selling under 
eight times earnings. 

History offers us considerable en¬ 
couragement in this context. When earn¬ 
ings are at their peak, multiples are lo¬ 
west. Lower earnings are often coupled 
with higher multiples. That is especially 
true of cyclical companies. The reason 
of course is that the market anticipates. 
In November of 1970, the US was in the 
trough of a recession, Multiples were 
higher than they were in November of 
1969. So were prices. 

The 1960s were the heyday of the con¬ 
sumer. The stocks that were consumer- 
orientated were the big gainers. The 
American bull market of the 1970s will 
be different. The country is facing short¬ 


ages of many kinds. The fiht need iijko 
\ increase American productive capacities, 
to prbduce basic materials, such as alu¬ 
minium, copper, cement, and so on. Deve¬ 
lopment of new sources of energy and re¬ 
fining capacity must be speeded up. Com¬ 
panies in a position tq lead the way in 
these new thrusts of the economy are 
those that should do well. 

By late next year interest rates wilt be 
coming down. Among the beneficiaries 
of this movement will be “interest sensi¬ 
tive” stocks. They include bank and life 
insurance stocks, as well as public utili¬ 
ties. Within those categories there are 
plenty of good companies to choose from. 

Now what about the health of Wall 
Street? The man who has made the capi¬ 
tal markets work so well in the US is the 
individual investor--the individual capi¬ 
talist, who invests for his future and has 
a stake in the economy. Right now basic 
changes are being made in the way that 
the individual investor is charged for 
brokerage services. Changes are also 
taking place in the mechanism that handles 
the bargains made by individuals. Sug¬ 
gestions are being put forward that an in¬ 
tegrated marketplace, similar to that which 
exists in London, should take the place 
of the present structure, which is made up 
of one prime market and a few satellite 
markets. 

IV 

V^sfitttbnf) from 
Advisers 

A stagnant economy verging towards 
recession, with burgeoning unemployment 
and the sharpest rise in prices since 1947 
is, on the other hand, forecast in the new¬ 
ly published annual report of President 
Nixon's Council of Economic Advisers, 
The President has already said that he 
will recommend a budget deficit of 
about $10,000 million in an effort to revi¬ 
talise the economy. 

This stimulus must be read in conjuc- 
tion with the Council's forecast of an in¬ 
crease of eight per cent in the nominal 
value of GNP in 1973-74 to about S 1,400 
million. Of this rise only one per cent 
would be an increase in real output, 
while about seven per cent would be an 
increase in prices. This rate of increase 
is faster than the inflation of the Korean 
war period. 

The Council report says that changes 
from calendar 1973 to 1974 are, of course, 
significantly influenced by what has al¬ 
ready happened in 1973: and hence 
changes so expressed do not describe an 
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expected path for 1974, though they ate 
Implied in any expected path. 

As for the expected path during 1974, 
this would leave real output approxi¬ 
mately flat, and perhaps declining for an 
interval, in the first half of the year, but 
would bring a rise by somewhat more 
than the normal trend rate in the second 
half. 

Inflation would be rapid in the early 
part of the year, mainly as a consequence 
of energy and food prices, and then sub¬ 
side to rates significantly below those ex¬ 
perienced in 1973. Unemployment for 
the year would average a little above Sir 
per cent. 

The Council expects net exports lo fall 
almost to zero for 1974 as a whole. It 
blames soaring oil prices and the impact 
these will have on the economies of Ame¬ 
rica's trading partners. 

This forecast is, however, more opti¬ 
mistic than that made by the Organisa¬ 
tion for Economic Co-operation and 
Development which expects the United 
States to suffer a trade deficit of about 
$ 1,500 million this year. 

On the basis of the Council of Econo¬ 
mic Advisers’ report and the forecasts of 
private economists there seems to be a 
lifty-fifty chance of a recession in the 
United States this year on the definition 
of a recession as two consecutive quarters 
of decline in the real GNP. 

Yet President Nixon in his State of 
of the Union message to the Congress 
firmly pledged that “there will be no re¬ 
cession in the United States of America" 
this year. 


V 

$9,400m Budget Deficit 

As 1 was about to airmail this des¬ 
patch, there came the news that President 
Nixon's budget proposals for the 1975 
fiscal year {which begins on July I) esti¬ 
mated receipts at $295,000 million and re¬ 
commended government spending of 
$304,400 million, leaving a deficit of 
419,400 million. The USA has not had a 
budget surplus since fiscal year 1969; the 
•deficits for the six years 1970 to 1975 will 
add up to the staggering grand total of 
480,000 million. 

US economists are more likely to criti¬ 
cise the 1975 budget pioposals as loo 
timid rather than too bold. It is argued 
that if receipt and outlays are recalcu¬ 
lated to those that the economy would 


generate at full employment (traditional¬ 
ly defined as four per cent unemploy¬ 
ment;, the 1975 budget represents a 
surplus of $8,000 million. 

In a lyrical editorial entitled “An 
Exemplary US Budget,” the (London) 
Times declares that “as usual in economic 
affairs the rest of the world lias reason 
to be grateful to the USA.. .President 
Nixon’s budget is ..precisely what the 
world economy needed from the major 
country which practises as well as preaches 
international responsibility in its national 
economic policies, proportionate to its 
economic power." 

That the USA should now propose a 
budget deficit of $9,400 million in order 
to ward off not merely America’s recession 
but the danger of a beggar-my-neigh- 
bour world depression should speak vol¬ 
umes to any who can hear it above the 
economic nationalism in Europe. The 
Times invites us to consider the circums¬ 
tances. 

Here is a country in the midst of its 
most serious domestic political crisis for 
a century, which is facing as sharply ris¬ 
ing prices as it has known for twenty-five 
years, a country which has been struggl¬ 
ing for five years to correct an endemic 
balance of payments deficit which by the 
end of 1973 was on the brink of a healthy 
surplus. This deficit, says the Times, was 
forced on the USA by the mercantilist ex¬ 
change rate policies of lesser industrial 
countries, which while reaping the bene¬ 
fits in rapid growth of that US deficit, 


ceaselessly lectured the USA on its finan¬ 
cial recklessness. 

When the Middle East oil crisis burst, 
these lesser industrial countries found 
themselves in big trouble, their currencies 
weak, their balance of payments plunging 
into deficit. While the USA painstaking¬ 
ly rebuilt the fabric of at least temporary 
stability in the Middle East, Europe talked 
of “common policies” while rushing sepa¬ 
rately to the Sheikhs’ back doors to grab 
any private deal that they could. In vain 
did the USA appeal for concerted action, 
arguing that oil prices could be brought 
down and that no cartel in history had 
withstood a determined challenge. In 
vain did the USA stress the dangers of 
individual national action, of beggaring 
each other by panic attempts to balance 
national trade by competitive deprecia¬ 
tion. 

At the time of writing Mr Nixon lias 
invited the OECD's high level policy 
group to Washington to hammer out a 
coherent reconciliation of short-term na¬ 
tional responses to the world oil shortage. 
Few countries, it seems, arc prepared to 
send senior political representatives. 

Into this scramble for short-term 
national advantage, the USA has behaved 
with what the Times describes as “exemp¬ 
lary economic statesmanship”. To reflate 
the US economy with all the risks that thig 
implies for prices in America and for the 
US balance of payments is an example of 
responsibility which the other nations 
should follow. 


£adtetn 
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With ihe definite statement by H.L. the Vice¬ 
roy in lus Assembly speech that the Finance Mem¬ 
ber will deal fully with the ‘inflationary threat 
we are determined to avert.’ curlier expectations 
ihat the Finance Member his done his worst in 
the last four years have given way to tho fear 
that further tux measures arc in stoic. It is 
now clear that whitever measures are taken, the 
object of Government is not so much to raise 
additional revenue to cover any budget deficit as 
to mop up surplus money as part ofits anti-infia- 
1 ionary programme. It is also equally clear to us 
though not to the Government, that the rate of 
mopping up can, in the fiscal conditions ofTndiu, 
never equal the raie of pump-priming. There 
is no prospect whatever that the Finance Member 


will unfold constructive proposals for a full-scale 
mobilization on the economic front. He has al¬ 
ready ruled this out, when in reply to a question in 
the assembly he slated that the Government were 
in consultation with His Majesty’s Government 
considering to what extent the demands on India’a 
war economy could bo mitigated or met from other 
sources of supply and f »r the rest they would try 
to neutralize inflationary tendencies by such means 
as lay within their power. The thought of 
buildii.g up India’s productive equipment for lho 
purpose never occurred to him. In such a back¬ 
ground, what docs the coming budget ^hold 
out? What is the budgetary position now, and 
what are the fresh burdens likely lo be impos¬ 
ed? 
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Indo-German economic 
and industrial cooperation 


to the present day one-third or the 
official bilateral loans and 10 per cent of 
r he technical assistance of the Federal Re¬ 
public of Germany have gone to India, 
'ii absolute figures this means that from 
1957 to April 1, 1973, Germany contri¬ 
buted 5,800 million DM*, equalling rough¬ 
ly Rs 1,740 crores on a bilateral basis to 
Ac advancement of the Indian economy. 

Thus she conics second only to the 
United States in bilateral official assis¬ 
tance. The terms of the loans have been 
progressively improved. They arc now: 
JO years of maturity, a grace period of 10 
rears and an interest rate of two per cent. 
Considering the present interest rales on 
:he world-market this amounts in practice 
to a grant element of 70 per cent in these 
loans. German policy is also very liberal 
in another respect: As of August 28, 1973 
ill new assistance is completely untied, 
which means that it can be used for pur¬ 
chases anywhere m the world and is not 
even partially restricted to deliveries from 
West Germany. 

aid to Rourkela 

The main project which was financed 
by German aid in the past was the Rour- 
kela Steel Plant. It was the first public 
sector steel plant in India and the first 
plant in Asia to use the so called I-D pro¬ 
cess which made it and still makes it the 
technologically most advanced plant of 
the country. Its capacity is 1.8 million 
tons of ingot steel. Other projects sup¬ 
ported by German financial assistance in¬ 
clude the Rourkela Fertilizer Plant (capa¬ 
city 580,000 tons of calcium ammonium 
nitrate), the Neyvcli Lignite Mines Bri¬ 
quetting Plant and Fertilizer Plant (six 
million tons of lignite, 380,000 tons of 
carbonised briquette and 152,000 tons of 
urea), the Mysore Iron and Steel Woiks, 
Bhadravati (77,000 tons of alloys and spe¬ 
cial steels), the Kaiinga Iron Works 
<100,000 ions of pig iron), and the Govern¬ 
ment Electric Factory, Bangalore (trans¬ 
formers, switchgears, motors etc.). 

These arc well-known ventures. How¬ 
ever, an even greater part of German 
development assistance was used for pur¬ 
chases and development programmes of a 
less spectacular character: railway equip- 

* West German marks. 


ment, ships, ship-building machinery, 
power generation equipment, as well as 
maintenance goods like fertilizers, indus¬ 
trial raw materials, spare parts and last 
but not least loans to Indian development 
banks which were used to finance projects 
of medium and small-scale industries, 

new concept 

During the visit to India of Dr Erhard 
F.pplcr, the federal minister for Econo¬ 
mic Co-operation, in November 1973, the 
new concept of “development program¬ 
mes'’ was discussed with the Indian side. 
Under this scheme the comprehensive 
development of selected rural areas, with 
aid commitments for several years is en¬ 
visaged. 

Along with its financial assistance the 
German government has always put great 
stress on transfer of technological know¬ 
ledge and skills. 

It contributed to establishing the 
Indian Institute of Technology, Madras, 
by sending teachers and equipment. The 
Ilf received last year a new third genera¬ 
tion computer (IBM — 370/J55) valued at 
Rs 1,5 crores as a gift from the Federal 
Republic of Germany. Similarly assis¬ 
tance was given to institutes which con¬ 
centrate on practical training: Master 
Training Institute, Bangalore, Institute of 
Engineering, Fandabad, the Prototype 
Produetion-cum-Training Centre, Okhia, 
Delhi, and the Staff Training and Voca¬ 
tional Research Institute in Howrah. Cal¬ 
cutta. 

In future the stress will be more and 
more on cooperation in advanced fields 
of science and technology. Apart from 
already existing cooperation ^agreements 
in the fields of nuclear science and space 
technology, a new general agreement will 
provide the framework for a wide range 
of joint research and development pro¬ 
jects in the fields of medicine metallurgy, 
mineral survey, enciuy-pruduclion, coal 
technology and others. Other important 
areas of German technical aid arc tele¬ 
vision and agriculture. Germany helped to 
set up the TV stations in New Delhi and 
Bombay/Poona. The most well-known 
agricultural projects are: Nilgiris (Tamil 
Nadu), Almora ’(Uttar Pradesh), Mandi 
and Kangra (Himach§J Pradesh). 

In comparison to this substantial offi¬ 


cial aid German private investment in India 
is relatively modest. The UK still accounts 
for 40 per cent of foreign capital in India, 
followed by the USA (27 per cent), the 
Federal Republic of Germany (7 per cent) 
and Japan (5 per cent). In collaboration 
agreements sanctioned by the Indian 
government, which arc a fair indicator for 
transfer of technical know-how Germany 
also comes third, but the difference is 
much smaller (figures from 1957-1972); I 
UK—942; USA—683; Federal Republic 
of Germany—583; Japan -348. 

Seventy per cent of the German firms 
operating joint ventures in India re-invest 
more than half of their net profits in 
India. The transfer of profits, dividends and 
interest back to Germany is beJowfive per 
cent of German investments (180 Mio. 
German marks»ca, Rs 54 crores). Many 
of the joint ventures contribute to India's 
exports, and some of them sell their pro¬ 
ducts back to Germany. 

breakthrough in exports 

More than 40 per cent of the Indo- 
German collaborations achieved their 
breakthrough in exports through the assis¬ 
tance of their German partners. 

Commodity-wise the most successful 
fields were engineering goods (1972:74 per 
cent) and chemical/phnrmaccutical products 
(1972:23 per cent). 

Indo-German joint ventures earn 'al¬ 
most three times as much foreign exchange 
for India as they transfer back to Ger¬ 
many in the lot ms of dividends, licence 
fees and interest fees. For example the 
export earnings of Indo-German collabo¬ 
rations were Rs 929 lakhs in 1971 and Rs 
1116 lakhs in 1972 as compared to total 
transfer of funds amounting to Rs 444 
lakhs in 1970-71 (later figures not yet 
available). More than 22 per cent of 
these firms’ exports went to Germany. 

In this context it is interesting to note 
that India has been able to achieve a steep 
rise in selling engineering goods to Ger¬ 
many during the lost years. This was. 
partly due to the first Indo-German Ex¬ 
port Promotion Project. A new agree¬ 
ment on this subject has just been conclud¬ 
ed; it will be in force until 1976. 

Comparative figures of Indo-German 
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rade for the first nine months of 1972 
knd 1973 reveal that the trade imbalance 
s rapidly on the dediiit. ,, 

(Million DM) 

Jan.---Sept. Jun.-Sent. 
1972 1973* 

Indian exports to 203.63 248.06 

" Germany 
(Indian imports from 
Germany 542.64 460.16 

'imbalance 339.01 212.10 

'*Source: federal Statistical Office, FcvJc- 
j . ral Republic of Germany 

For many years Germany has had a 
considerable surplus not only vis-a-vis 
[India, but in her whole foreign trade. 
.This has caused a very high influx of 


foreign exchange with qqjte a fair inflatio¬ 
nary consequences. Even after the recent 
successive revaluations of the West German 
mark the overall picture has not yet 
changed. But in the long run the new ex¬ 
change rates will show their impact on the 
German balance of trade. German ex¬ 
ports have become more expansive, and 
competition against other countries in the 
world-market will be much harder. On 
the other hand, Germany’s import bills 
for raw materials are bound to increase. 
This applies of course to oil, but also for 
Indian export items like leather goods 
and textiles. 

India was among the first to take ad¬ 
vantage of the new trade opportunities 
with Germany. In the first nine months 
of 1973 her exports to Germany rose by 
22 per cent- as against the same period in 
1972. Her imports fell by 15 percent. 


tile trade gap way thus nidaCed by 35 per 
ceflt. Apart from the revaluations of the 
German mark and the bilateral export 
promotion programme the General Scheme 
of Preferences, Introduced by the Euro¬ 
pean Community on July 1,1971, is be¬ 
coming more and more effective as an in¬ 
centive for Indian exports to Europe, in¬ 
cluding Germany. 

As a member of the “AID India Con¬ 
sortium”, the Federal Republic is also 
providing considerable multilateral assis¬ 
tance to India, which is being advanced 
through the International Development 
Agency, an affiliate of the World Bank. 
India’s share in Germany’s contributions 
is approximately 150 million DM or Rs 
45 crores annually. 

Courtesy: Embassy of the Federal Re¬ 
public of Germany, New 
Delhi. 


US textile machinery —• 


mission m retrospect 


A visit has just ended that promises to 
open up possibilities for a vast new trade 
relationship between India and the United 
States. 

Seven American businessmen, all spe¬ 
cialising in the manufacture of textile ma¬ 
chinery and allied equipment, have left 
for home after 12 days of frank, far-rang¬ 
ing, high-level talks to explore prospects 
in such vital areas as direct sales, joint 
ventures and licensing contracts. The 
Indian response, according to Carroll F. 
Hopkins, a US Department of Commerce 
official who accompanied the trade mission 
as director, has been “fairly encouraging'’. 

In a pre-departure interview in New 
Delhi last week, he said the mission had 
found a widely-shared interest in Ameri¬ 
can textile machinery in the country's 
major textile circles, adding: “Excellent 
conditions exist for increasing Indo-Amc- 
rican trade in several economic sectors. 
And I would not be surprised if the break¬ 
through comes in the field of textiles, 
covering both textile machinery and textile 
products.’* 

The mission met a large number of 
businessmen and government officials. 
Contacts on person-to-person basis were 
established. The visit opened valuable 
channels of communication which would 
be found useful both for the exporters and 
importers of textile machinery in the next 
tew years. “With our textile machinery, 
the mills can produce more textiles, espe¬ 


cially for export purposes,’* asserted Mr 
Hopkins. He went on to detail the bene¬ 
fits accruing to both India and the US as 
a result of increased trade between the two 
countries. Increase in Gross National 
Product, improvement in balance of trade, 
in iact, increased trade leads to mutual 
gains. “Trade is a two-way street,” he 
argued. “If the US sold more to India, 
It was likely, at the same time, to buy 
more from India,” 

According to the draft of the five-year 
Plan, the overall production of cotton 
textiles is expected to rise from 7800 mil¬ 
lion metres in 1973*74 to 10,000 million 
metres in 1978-79. The Planning Commis¬ 
sion envisages a sizeable increase in cotton- 
icxlilc exports in the wake of the oil crisis 
which is likely to reduce the production 
of synthetic fabrics worldwide. 

Mr Hopkins said the US enjoys a 
fairly high reputation in the world as a 
producer of textile machinery and many 
of its brand names are already known in 
various countries including India. He 
argued that the American textile machi¬ 
nery being highly efficient, it could assist 
Indian textile mills to turn out cloth at 
competitive cost at a faster speed to meet 
the now targets. 

Apart from expansion, the cotton tex¬ 
tile industry needs substantial renovation 
and modernization. The National Tex¬ 
tile Corporation—'h public sector under¬ 
taking—has the responsibility to manage 


more than 100 “sick” mills most of which 
lack modern machinery. It will be neces¬ 
sary to initiate the process of modernisa¬ 
tion immediately if the cotton textile in¬ 
dustry is to operate efficiently. 

Certain cotton textile machinery in 
India is operating at around 40 per cent 
of installed capacities. An additional 
component or modernising equipment 
imported from the US would increase, in 
some cases, the u »e of capacity of these 
machines up to 80-85 per cent, said Mr 
Hopkins. He was sure India would not 
hesitate to spare foreign exchange for 
such cases where production could be 
stepped up with only nominal import 
costs. 

The mission also tried to explore pos¬ 
sibilities of joint ventures in India. Three 
American companies are currently engag¬ 
ed in negotiations. 

Mr Hopkins concluded the interview 
with an assurance that the American 
companies fully understood the rules 
governing joint ventures in this coun¬ 
try. He said: “the socjo-cconomic aspects 
would not be ignored while installing super 
sophisticated machinery in this country. 
While more efficient machinery was needed 
to reduce the per unit cost of cloth, its 
quality would have to be in keeping with 
the social and economic needs of the 
country. For example, the machinery 
installed would have to take into account 
the employment potential as redundance 
of labour would create social tensions.” 
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Speaking at Sambalpur 

last week, the prime minister, to quote 
FTf, said that, "India had no objection to 
the holding of the Islamic summit at 
Lahore this month." She added that 
India was also an Islamic country since it 
had a Muslim population of sixty millions. 

Mrs Gandhi knows, surely, that the 
adjective "Islamic", as used in the context 
of th p Rabat conference in the past or the 
forthcoming meet at Lahore, has a very 
definite politico-religious connotation. 
India is certainly not an Islamic country in 
this meaning of the word. The fact that 
about one-tenth of its population is 
Muslim is completely irrelevant to the 
issue. Even if this proportion were to 
be four times as high, India would still 
not be an Islamic country in any interpre¬ 
tation of the phrase. India is a secular 
state. Even Mrs Gandhi’s father never 
tired of emphasizing this point, in season 
or out of season. India has no state religion. 
To talk as Mrs Gandhi did may or may not 
influence Muslim votes in Orissa or Uttar 
Pradesh, but it does not speak well of the 
prime minister’s intellectual integrity. 

I wonder how many 

whole-time journalists are left in the 
country. Most of them seem to be playing 
the role of part-time politicians most of the 
time. Occasionally some of them evidently 
hear the call to play the prophet. Ordi¬ 
narily a four figure monthly salary, which 
could be stretched to a six figure annual 
income when perquisites and fringe benefits 
of various kinds are added to it, should be 
sufficient protection for any individual 
against any irregular twitching of his 
social conscience or a periodical upsurge of 
moral indignation. But there are mo¬ 
ments apparently in the lives of editors of 
leading newspapers when that, “still 
small voice”, of which we have all heard, 
threatens to become too explosive to be 
contained in a single heart. 

Some, time prior to February 12 a moral 
crisis of this sort seemed to have caught 
up with the editor of The Times of India 
and the result was that, in the days begin¬ 
ning with that date, there were a scries of 
four articles in that newspaper exploring, 
in the words of Mr Sham Lai, "the moral, 
political, economic and social factors 


which go to make the current crisis." I 
am making these comments after reading 
the first two articles and before the 
remaining two have appeared. I usually 
prefer to seek my economic wisdom fitoim 
more authentic sources.. As forthe social 
aspect, my milkman (whose allegedly 
whole-time job is that of a Lower 
Division clerk in Mr Uma Shankar 
Dikshit’s ministry) always tells me all that 
I need to know. Recently, for instance, 
when I remonstrated with him about the 
water in the milk, he asked me what better 
could have been expected of the cow after 
it (including the calf) had been made into 
an election symbol. 

Mr Sham Lai has raged against our 
rotting public life and political morals. 
He has spoken at length of Gujarat and 
he has referred also to New Delhi but his 
is no blind fury. On the contrary, he seems 
to be only too well aware that you may 
comfortably talk of the prevailing corrup¬ 
tion so long as you do not mention what 
makes it prevail or who may be making 
it possible for it to prevail. Having dec¬ 
lared that the ruling party is stinking to the 
high heavens with the corrupt practices of 
its men and ministers in the states and at 
the centre, he still expects some unnamed 
divinity in that party to step out and clean 
it all up. This proposition must imply 
one of two things — that this divinity docs 
not share with Mr Sham Lai the advantage 
of knowing what has been happening in 
the party all over the place or, having the 
knowledge, has so far been powerless, 
even if willing, to act. The first assumption 
would tax credulity. The second leads one 
nowhere.. It does not make sense that 
some one, who has allowed corruption to 
grow without being able to do anything 
about it, is the person the country must 
look up to for putting an end to an 
evil which has now become both enormous 
and established. Finally, generalized 
diatribes have the advantage that 
they break no bones. By the same token 
they are apt to reduce the would-be pro¬ 
phets, who, utter them, to a paper tiger. 

At a less prophetic level 

than Mr Sham Lai was a man whom 
I met the other day and who believes that 
he has got just the prescription for the na¬ 
tion’s ills. The formula runs as follows: 

(1) Impose a capital levy as a graded 
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multiple of the average income-tax assess¬ 
ed over the past five years on persons re¬ 
porting a taxable income of more than 
Rs 1,00,000 in the assessment year 
1974-75. 

(2) fenfferce a cut of 10 per cent on all 
salaries or emoluments over Rs 2,000 a 
month and a cut of 5 per cent on all sala¬ 
ries or emoluments in excess of Rs 1,000 
but less than Rs 2,000 per month, these 
reductions to apply to those employed in 
the private sector as well as in tne public 
sector. Simultaneously freeze at the pre¬ 
sent levels all salaries or emoluments be¬ 
low Rs 1,000. 

(3) Choose the best men available as 
ministers for the following economic mini¬ 
stries: Planning, Finance, Industry, Com¬ 
merce, Steel, Non-ferrous Metals and 
Heavy Engineering, Energy and Railways 
and Road Transport. In the same way let 
each of these ministries have as secretary 
the best man available in the land for the 
job, 

(4) Ensure that the twenty or more 
major public sector undertakings in the 
country have as chief executives men who 
are obviously fit for their responsibilities. 
Where necessary, give each of them a year 
to set right things which may be going 
wrong in their plants or establishments, but 
judge them strictly in their performance at 
the end of the period. In between have 
quarterly meetings between them and a 
sub-committee of the cabinet to enable 
them to bring their major problems to the 
attention of the government at the highest 
level. 


(5) Abolish at one fell stroke all poliqy 
or administrative restrictions coming in 
the way of the full utilization of installed 
capacity in industry. Remove all political 
and administrative restrictions on the ex¬ 
pansion of existing industries or the estab¬ 
lishment of new ones except to the extent 
that restrictions are clearly needed for the 
proper planning of the national foreign 
exchange budget. And, finally, within the 
limits imposed by the totality of the foreign 
exchange resources, encourage as much 
as possible the import of raw materials, 
semi-manufactures and components which 
can maintain a step-up of national pro¬ 
duction over the widest possible range for 
both domestic consumption and 
exports. 


The person who was saying all this has 
a record of high management performance 
in private industry and the public sector. 
He seems to believe that it is inefficiency 
in government or ad¬ 


ministration which 
breeds corruption 
and not vice versa. 


VIB 


323 


FEBXUAftY 22, 1974 



Readers’ Roundtable 

Citizens 9 cell to Chief Minister 


ijJSiR—j believe that the foliow- 
jL ing communication which was 
\ sent to the chief minister of 
.^Maharashtra on January 31, 
Y*>vcr the signatures of 19 pro¬ 
minent citizens of Bombay, 
including Mr G.L Mehta, Mr 
Viren J. Shah, Mr George Fer¬ 
nandez and some leading jour¬ 
nalists, will be of interest to 
your readers : 

f “In recent months Bombay 

* has witnessed a number of 
J demonstrations, morchas, pro- 
; cessions and bandhs. Quite a 
: few of them have unfortunately 
| been accompanied by violence 

* and intimidation, destruction 
1 of public and private pro- 
; perty. and the use of police 
jj force. As you have yourself 
; indicated in some of your re- 
{ cent statements, it is not un¬ 
likely that more situations of 
this kind may develop during 

1 the next few months. Like 
most other citizens of Bombay, 
l wc are deeply perturbed by 
I the pattern of developments 
, that we have seen in some of 
j these situations. We, there- 
i fore, appeal to you to take 
i timely action to protect the 
i civic and economic life as well 

* as the fair name of Bombay. 

We are in full sympathy 
' with the legitimate grievances 
' of those who suffer severe eco- 
5 nomic hardship as a result of 
I shortages, rising prices and 

unemployment, and we fully 
! support their fundamental right 
to freedom of association and 
peaceful demonstration. But 
we wish to point out that the 
1 manner in which this freedom 

has been exercised in many in¬ 
stances has led to grave hard¬ 
ship and suffering for everyone. 
Intimidation, violent attacks 
on individuals and groups and 
destruction of property have 
led to an atmosphere of inse¬ 
curity for officegoers, traders, 
hawkers, hoteliers and pedes¬ 
trians. Many demonstrations 


leave a trail of human misery 
and destruction of millions of 
rupees worth of property. In 
some cases the victims have 
been poor people who have 
nothing much to fall back 
upon for their means of liveli¬ 
hood. 

There is another equally 
serious matter to which we 
must draw your attention. We 
realise that in certain situa¬ 
tions the police have to use 
force to prevent the breakdown 
of law and order and protect 


Sir—I refer to the article on 
“Merchant Banking'* by Dr 
B. Ramachandra Rao in your 
issue dated February 1, 1974. 

I tend to differ from him 
when he states that each bank 
has to start a Merchant Bank¬ 
ing division. The success of 
Merchant Banking as stated 
by him by and large depends 
on the quality of the service 
and the ability of the division 
to meet the individual de¬ 
mands, Today the dearth of 
experienced personnel is very 
much felt and no Indian bank 
is in a position to attract the 
required talent. For quite some 
time the banks have been toy¬ 
ing with the idea of setting up 
Merchant Banking divisions 
but they have been forced to 
keep the proposal in cold sto¬ 
rage for the lack of right type 
of personnel. The existing 
staff of banks will hardly be 
in a position to meet the re¬ 
quirements of the Merchant 
Banking divisions. Unfortuna¬ 
tely Merchant Banking today 
is freely mixed with the mana¬ 
gement of new issues. 

Management of issues *is 
but one part of the Merchant 


the life and property of citi¬ 
zens. But the police cannot 
adopt a partisan attitude con¬ 
doning the violence and intimi¬ 
dation indulged in by one set 
demonstrators and getting over- 
zealous in dealingwith another 
set of demonstrators. Yet 
the reports of the attitudes 
and inaction or action of the 
police during the Shjv Sena 
demonstrations of January 26, 
1974, the hawkers’ demons¬ 
trations on January 28, the wo¬ 
men’s demonstration in the 
Sachivalaya and the situations 


Merchant Banking 

Banking division and not all 
of it. Management of new is¬ 
sues can often be best done 
by leading brokers who have 
the required know-how and 
experience. Further the lead¬ 
ing brokers arc fast profes¬ 
sionalising their institutions 
and two or three brokers of 
Bombay have set up consul¬ 
tancy firms to render more 
comprehensive services. The 
existing Merchant Banking 
divisions are not in a position 
to manage the public issues 
without the support of brokers 
and invariably in big issues of 
capital they resort to brokers 
by appointing them as the 
principal brokers to the issues. 
In the year 1973, only issues 
of Bundy Tubing Limited, and 
Suneeta Vitamins Limited 
which were managed by Slate 
Bank of India, had made some 
impact on the investing public 
and all other issues such as 
Excel Glass, Mohta Alloys, 
Saraya Steel had suffered for 
lack of the right type of ap¬ 
proach. 

In our country industry is 
rather in its infant stage, and 
the possibility of utilising the 
services of merchant tankers 


that developed in the chawjs 
of Wbrli have created a wide¬ 
spread impression that the 
police has been taking a parti¬ 
san attitude and virually con¬ 
niving at some demonstrators. 
We are sure you will realise 
the damage this impression 
can do. If the citizen begins 
to feel that he cannot expect 
impartiality and protection 
from the custodians of law and 
order there is grave danger 
that he may lose his faith in 
the democratic system of 
government and become a vic¬ 
tim of desperation. We believe 
you are as concerned as we 
are to see that the attitude of 
the police or the government 
does not create such a situa¬ 
tion. We hope therefore that 
you will take timely steps to 
restore confidence in the im¬ 
partiality of the administra¬ 
tion.*’ 

Bombay H.T. RAJA 


for mergers and takeover is 
remote. Again the prevailing 
cost of these services prevents 
the needy companies to take 
resort to these institutions. A 
look at the issues managed by 
National & Grindlays Bank 
Limited will indicate that they 
are by and large big issues or 
of foreign companies .who arc 
in a position to pay the huge 
price for the services. 

If all the banks are going to 
open Merchant Banking divi¬ 
sions it will result only in dog- 
cating-dog business. I would 
suggest that instead of banks 
opening Merchant Banking 
divisions without adequate 
expertise the banks and other 
eligible financial institutions 
should support the leading 
brokers, who are already in 
the line of business and who 
are showing tremendous enthu¬ 
siasm to manage and under¬ 
write the issues of capital It 
would help the share brokers 
in strengthening the infrastruc¬ 
ture of the capital market/ It 
will also help professional 
managers to enter the stock 
broking profession which dven 
today is run on family lines. 

Bombay VASU K. MURLI 
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Sn—While going through your 
Annual Number 1974 (India 
in World Trade) I found two 
serious lacunae. First, you 
have given misplaced emphasis 
to the desirability of expand* 
ing production for promoting 
exports. This is the same 
mistake as is committed by 
the politicians and half-educat¬ 
ed economists. A thing is ex¬ 
ported not because it is pro¬ 
duced in larger quantities or 
it is in surplus but because it 
has a demand in the foreign 
countries. Demand abroad 
depends on the price and 
quality of a commodity vis-a- 
vis the prices and qualities of 
the same article produced by 
other countries. Home market 
can be a protected market but 
foreign market can be cap¬ 
tured and maintained only on 
the basis of price and 
quality of a good. Larger or 
smaller production than before 
is almost irrelevant. 


India in World Trade 


we cannot also hope to export 
anything unless we have pro¬ 
duced it first? In the present 
circumstances of international 


Sir—, Your readers may 
be interested in the findings of a 
recent study which has sought 
to find out the effect of spacing 
on the number of children born 
to a woman. In this study, the 
relationship between spacing 
and the number of children 
bom was examined using two 
sets of plausible assumptions. 
These are: (i) what would be 
the drop in the number of chil¬ 
dren born if the births in eyery 
five-year age group of women 
are postponed by one year; 
and (ii) what would be the 
drop if every birth order is 
postponed by one year, mean¬ 
ing thereby that the first birth 


trade, it seems to me to be 
the right thing to emphasise the 
need for our country stepping 
up the production over a wide 

Family Planning 

postponed by one year, the 
second by two years, the third 
by three years and so on. 

The analysis reveals that if 
all births could be postponed by 
one year in each age group,- 
the decline in the birth rate 
might be as high as 24 per 
cent. In the case where every 
birth order is postponed by 
one year, the maximum pos¬ 
sible reduction in fertility 
comes to 20 per cent 

The study dearly .shows 
that spacing of children will 
have a considerable impact on 
the general reduction in the 


fahge of goods since 
happens that there is a 
world demand which 
Indian economy is in f; 
a position to meet provi< 
is allowed dr assisted 
to produce more.—Edito; 


fertility rates'in the Coi 
provided it is widely act 
by the majority of the cc 
in the reproductive age ( 
Considering that spadni 
has a significant role ii 
proving the health o 
mother and the children 
family planning measur 
sumes even greater impor 

K. C SEAL 

Director (Plar 
Department of F 
Pin 

Ministry of He 
Family Pla 

New Delhi 


Secondly, you have not 
prominently underlined the 
progressive deterioration of 
our share in world exports. 
You relegated it to your Sta¬ 
tistical Section, India in World 
Trade Foreign Trade: 1948- 
1972. Our share in the world 
export, in spite of our plan¬ 
ning and various export pro¬ 
motion steps, has been steadily 
shrinking. 

Even Nero, had he been 
in India today, would stop 
fiddling after going through 
our dismal performance in 
exports. But about the modern 
Indian Neroes the less said the 
better. 


R. G. BAJPAI 

Principal, Bikram Collage 
of Commerce 

Patiala 

(I am wholly in agreement 
with Mr Bajpai on the point 
that Indian exports can forge 
ahead only if they are competi¬ 
tive in pripe and, quality. But 
h it not also-true that just as 
we dumot expect other coun¬ 
tries to buy something merely 
because j. we have produced |t 


Raw Deal to LIC 


Sir— With strike and lock¬ 
out in the Life Insurance Cor¬ 
poration withdrawn, the time 
has come to ponder over the 
sorry state of affairs in the 
corporation, ’ For about two 
decades since the formation 
of LIC the authorities have 
been exerting on the employees 
maximum pressure for secur¬ 
ing new business without car¬ 
ing the least for servicing 
existing policies. The Blue 
Order of 1956 of the govern¬ 
ment of India which defined 
the duties Of development 
offioers of LIC states that the 
only routine work they are 
supposed to do is to service 
the policies. They are also 
supposed to help the agents 
put under their care. But in 
practice however LIC has 
never required the develop¬ 
ment officers to serve policies. 
Whatever the intentions of 
the government of India the 
development officers do not 
act in fact as liaison between 
LIC and the policyholders 
whether for conserving exist¬ 
ing policies and for (idping 
policyholders in their difficul¬ 
ties. There are cases where 


development officers, keen on 
servicing policies, have been 
punished. 

Due to a desperate rush for 
new business the LIC adminis¬ 
tration is in s chaotic con¬ 
dition. The administrative 
staff or office employees also 
are discouraged from servicing 
policies. Efficient and sincere 
employees are often transferred 
without any consideration for 
polioyholders. 

Neglect of the interests of 
the policyholders was built 
into the recruitment policy the 
LIC followed in respect of the 
top administrative staff such 


as the zona] manage: 
divisional manager!, 
were more often thar 
taken from , the cqm; 
which had a.bAd record c 
vicing policies. Consequni 
present position is. tha 
senior officers take, litt 
terest in servicing policyht 
There should therefore 
overall review of LlCs 
vities in the defence and 
motion of the interests « 
policyholders. 

D. P. RAYCHADI 
President, 
Policyholders* Ser 
and Research Int 
Calcutta 
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The Air-lndians. 


You know them, we fly them, 


Who are the Air-lndians? 

You know them all. 

They are Indians who have put 
their country on the world’s 
industrial map, Indians who 
have carried the liquid notes of 
their music to distant lands, 
Indians whose films have lent a 
lyrical vision to world cinema, 
Indians whose feet have 
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transmitted the rhythm of 
Indian dance across the seas, 
Indians who are Leaders in 
sport, in science, in technology. 
Air-lndians are Indians who are 
proud of their country, proud 
to fly their country’s airline. 

When you fly Air-India, 
you fly with your people, your 
culture and yoftr flag. In fact, 
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when you fly Air-India, you fly 
your very own airline. 
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TRADE 

WINDS 


Indo-French 
Cooperation 

India and France will soon set 
up a joint commission for eco¬ 
nomic and technical coopera¬ 
tion, The Secretary for Econo¬ 
mic Affairs in the union govern¬ 
ment, Mr M. G. Kaul, who 
led a team of officials to Paris 
early this month for detailed 
discussions with French officials 
in this regard, told newsmen 
here that several major areas 
had been identified in which 
increased economic and tech¬ 
nical cooperation between In¬ 
dia and France could be of 
mutual benefit. These included 
the manufacture of organic 
chemicals, industrial interme¬ 
diates (including petrochemi¬ 
cals), fertilizers, alloy steels, 
electronics items (particularly 
computers and periferalsi and 
such fields as petroleum refin¬ 
ing, non-ferrous metals, power 
generation, transmission and 
distribution, rapid transport 
systems, construction of under¬ 
ground railways, telecommuni¬ 
cations, etc. Cooperation bet¬ 
ween the two countries could 
also be of great mutual benefit 
in oil exploration and produc¬ 
tion (especially in the off-shore 
areas), coal mining, coal min¬ 
ing machinery, improved me¬ 
thods of transporting coal and 
its combustion, gasification 
and transmission into chemicals 
and production and designing 
of scientific instruments. Ocea¬ 
nography and development of 
new sources of energy as well 
as such highly specialised new 
technological fields as hydro¬ 
static transmission (this is of 
particular interest to the steel 
industry) are some other areas 
in which fruitful exchange of 
ideas and information could be 
developed between the two 
countries. The joint commission 
will meet at least once a year. 

Exchange of ideas between 


the two countries on planning 
too is envisaged. Matters con¬ 
cerning increase in trade bet¬ 
ween India and France were 
also reviewed by the two sides. 
Certain desirable new initiatives 
were identified. These included 
exports of non-traditional 
items from India and sub-con¬ 
tracting by French companies 
of some items to Indian manu¬ 
facturers. 

Mr Kaul as well signed in 
Paris two financial protocols 
relating to French development 
assistance to India in 1974-75. 
The combined amount of the 
two protocols is 274 million 
francs—Rs 46.35 crores at the 
current exchange rates. 

The first protocol relates to 
a credit of 214 million francs 
(Rs 36.20 crores) to enable In¬ 
dia to finance the imports of 
French goods and services for 
various development projects. 
Out of this amount, 129 mil¬ 
lion francs (Rs 21,82 croresj 
are earmarked for heavy indus¬ 
trial projects and heavy equip¬ 
ment and 85 million francs 
(Rs 14.38 crores) for the pur¬ 
chase of light equipment, com¬ 
ponents, spare parts for Indo- 
French projects set up in 
India, chemicals, fertilizers, 
other semi-finished products 
and raw materials. 

Fifty per cent of the above 
credit will be in the form of 
treasury loans on soft terms— 
three per cent rate of interest, 
repayment period of 25 years, 
including a grace period of six 
and a half years. The remainder 
will be financed by guaranteed 
bank credits. This portion of 
assistance will be repayable 
over a period of ten years. The 
interest on it will be 7.8 per 
cent. 

The second orotocol relates 
to a credit of 6u million francs 
(Rs 10.15 crores) jto enable 


India to finance the projects 
and programmes of the depart¬ 
ments of atomic energy and 
space. This credit comprises a 
mix of treasury loans and gua¬ 
ranteed bank credits on the 
same terms in the proportion 
of 38.33 to 61.67 per cent. 

The above protocols do not 
cover debt relief arrangements 
for 1974-75 which will be addi¬ 
tional and which is expected 
to be negotiated later in the 
year after a general consensus 
is reached in the Aid-India 
Consortium. 

The French assistance for 
1974-75 exceeds last year’s 
assistance by about 16 per cent. 
Last year, France extended 
assistance to India to the tune 
of 236 million francs. In 1972- 
73, the French assistance was 
of the order of only 185 million 
Francs. The increase in the 
level of assistance for 1974-75 
has been greatly appreciated in 
the official circles here because 
it has been effected in the face 
of the difficult economic situa¬ 
tion faced by France on account 
of the global oil crisis. 

Exports to Gulf Area 

Following consultations by 
the minister for Commerce, 
Prof. D.P. Chattopadhyaya 
with the Indian commercial 
representatives in west Asia 
and the officials of the Kuwait 
government last week in 
Kuwait, exports to the Gulf 
area, including Iran, are 
envisaged to be raised from the 
level of about Rs 92 crores in 
1972-73 to as much as Rs. 232 
crores in 1974-75, Rs 354 
crores in 1975-76, and Rs 447 
crores in 1976-77. The bulk 
of the increase is expected to 
result in the field of export of 
consumer products such as 
basmati rice, sugar, fresh fruits 
and vegetables, meat and meal 
products, textile goods, etc 
Exports of basmati rice, it is 
hoped, would be raised to 
about Rs 30 crores in 1974-75. 
Rs 60 crores in 1975-76 and 
Rs 90 crores in 1976-77. 
Exports of sugar, similarly, are 
expected to be stepped up to Rs 
25 crores in 1974-75, and Rs 
60 crores each, in 1975-76 and 
1976-77. Fresh fruits and 
vegetables and meat and 
poultry products are envisaged 


to bring in Rs 5 crores ir 
1974-75, Rs 8 crores in 1975-7( 
and Rs 12 crores in 1976-77 
Among the other major items 
the export prospects of which 
to the GuIF area are considerec 
bright are engineering products 
jute goods, tea, spices, glas? 
manufactures, rubber mami- 
facturcs, plywood products, 
chemicals, gems and jewellery, 
handicrafts, etc. The increase 
in the exports of these items, 
however, is not anticipated tc 
be as spectacular as in the case 
of basmati rice and sugar as 
competition from the other 
world exporters is anticipated 
to be quite stiff. 

It is ftirther felt that if 
exportable surpluses are avail¬ 
able cither through stepping up 
domestic output or restraining 
consumption, exports of cem¬ 
ent, steel products, etc., can 
also be raised considerably. 
Iran has already shown a good 
deal of interest in both cement 
and steel. 

To achieve the objective of 
more titan quadrupling exports 
to the Gulf area, it is consi¬ 
dered imperative that both the 
public and private sector 
organisations coordinate their 
activities and open offices 
either own or in partnership, 
with local interests. There is 
also considered to be a' 
substantial scope for fostering 
joint ventures in the area. The. 
State Trading Corporation and i 
the Projects and Equipment, 
Corporation would soon open! 
offices in Kuwait to cover the ' 
whole of the west Asian region. : 
An India office, in addition to ; 
t he present commercial repre- j 
sentation, might be opened in; 
Saudi Arabia. 

Expansion of banking acti¬ 
vity in the gulf countries is also 
being considered. Two brardh 
offices of Indian banks have 
already been approved for 
Dubai and Abudhabi. A small 
steering commitce is being set 
up to ensure their early estab¬ 
lishment. Where local laws do , 
not permit the opening up of, 
branch offices of Indian banks, 
ventures may be thought of , 
with the local banks. It is ; 
further felt that the commercial 
wings of our missions in the ! 
Gulf countries would have to ; 
be strengthened and where such 
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/ings do not exist they will have 
o be created. An ambitious 
programme is being drawn^up 
or participation in the speeial- 
sed fairs of atl the Gulf coun- 
ries. Encouragement is pro¬ 
posed to be provided for the 
ipening of Indian export 
louses in Kuwait and else- 
vherc, 

Trede Pact with Kuwait 

A long-term trade and 
iconomic agreement between 
fndia and Kuwait was 
.igned during the visit of Prof. 
Thatopadhyaya to that country. 
Such an agreement has been 
altered into with Kuwait for 
he first time. The agreement 
provides for a joint committee, 
insisting of the representatives 
if both the countries, to 
dentify fields, projects and 
jommodities for the expansion 
.if economic cooperation and 
promoting trade exchanges. 
The other clauses of the agree¬ 
ment provide for (i) facilitating 
imports and exports of agri¬ 
cultural and animal products, 
natural mineral resources and 
industrial products of each 
;ountry; (ii) trade to be through 
normal channels and to be 
settled in free convertible 
currency, and further promo¬ 
tion of trade between national 
companies/corporations of both 
countries; (iii) facilitaleing 
holding of trade fairs and 
exhibitions in their respective 
territories; (iv) exploring of 
possibilities for the establish¬ 
ment of joint ventures for 
mutual benefit of both coun¬ 
tries. and (v) entry into specific 
trading arrangements from time 
to time. 

Kuwait has assured India 
that it would maintain the 
present supplies of petroleum 
products and would even 
sympathetically consider re¬ 
quests for additional supplies. 
This matter is proposed to be 
followed up by the minister 
for Petroleum, Mr D.K. 
Barooah, later this year. 

Tea Export 

Sri Lanka and India propose 
to make efforts shortly to 
interest other tea producing 
countries in seeking through 
joint action remunerative prices 
for producers and reason¬ 


able prices for consumers. The 
two countries account for 
nearly 65 per cent of the total 
world trade in tea at present. 
The other three major coun¬ 
tries the cooperation of which 
is to be sought for joint action 
are Bangladesh, Indonesia and 
Kenya. Consultations between 
Sri Lanka and India in this 
regard were held early this 
month in Colombo. 

The urgency for ensuring 
remunerative prices for the 
producers of tea has arisen 
because of the mounting costs 
of production in the face of 
only a marginal increase in the 
international price of this 
beverage. In view of the fact 
that consumption of tea in the 
world has improved insignifi¬ 
cantly in the recent past (in 
some countries of western 
Europe, it has even gone 
down), the joint action will 
include promotion of consump¬ 
tion. Sri Lanka and India also 
propose to have joint operation 
in the marketing of tea abroad. 
The beginning is being made in 
respect of packaged tea. 

The joint action, however, 
is not to be on the lines paral¬ 
lel to the one of the oil 
producing countries of west 
Asia. No threats are to be 
held out for the curtailment of 
production if the international 
price of tea does not go up. 
It is proposed to keep the 
interest of consumers also in 
view. The FAO sub-group on 
tea is scheduled to meet on 
June 9. Informal approaches 
arc envisaged to be made to the 
other major tea produenig 
countries so that some concrete 
results may result from the 
meeting of the FAO sub¬ 
group. 

The Colombo meeting of the 
Indian and Sri Lanka repre¬ 
sentatives also considered the 
possibility of a similar action, 
m association with the other 
producing nations, in respect 
of the other plantation crops, 
particularly natural rubber. It 
was felt that the Association of 
Natural Rubber Producing 
Countries should hold a meet¬ 
ing in the near future to con¬ 
sider ensuring of remunerative 
prices to producers of rubber^ 
The most important producers' 
of natural rubber are Malaysia, 


Indonesia, Thailand, India and 
Sri Lanka. 

Trad# with 
North Korea 

A trade and payment agree- 
ment between India and North 
Korea and a trade plan for 
1974 were expected to be 
finalised shortly. A trade 
delegation led by Mr Kim Sok 
Jin, deputy minister of Foreign 
Trade, recently held discussions 
with Indian officials regarding 
more trade turn-over and 
extending economic coopera¬ 
tion between the two countries. 

The trade volume between 
India and North Korea 
increased from Rs 82 6 lakhs in 
1970 to Rs 2.59 crores in 1972. 
India’s exports to North Korea 
includes trucks, auto buses, pig 
iron, tyres and tubes, leather, 
textile fabrics, tobacco, electric 
goods, central air conditioning 
plant, ship equipment and 
ancillary other marine engines, 
raw films, commercial refere- 
gcration plant etc. India’s 
imports from Democratic 
People's Republic of Korea in¬ 
cludes chemicals, lead, bullion, 
low alloy structural steel, high 
speed steel, mild steel plates, 
mild steel, high carbon steel 
wire rods, thread grinding 
machine, graphite electrode, 
carbon rods, enamelled copper 
wire etc. 

Indo-Hungarian 

Cooperation 

India and Hungary have ag¬ 
reed to cooperate in the field 
of science and technology. An 
agreement to this effect was 
signed recently. Mr C. Subra- 
maniam, minister of Industrial 
Development and Science & 
Technology, signed the agree¬ 
ment on behalf of India and the 
Hungarian Ambassador in 
India, Dr Ferenc Turi, signed 
for his country. The agree¬ 
ment leads to direct contact 
between the scientific institu¬ 
tions of the two countries. It 
provides for participation in 
scientific conferences, exchange 
of publications, documentation 
and visits of senior experts in 
the identified fields to elabo¬ 
rate the joint research prog¬ 
rammes. A two-year working 
programme has been drawn up 


for implementation under this 
agreement whiefr incudes co¬ 
operation in the field# of build¬ 
ing sciences, chemical techno¬ 
logy, tropicalisaUon of equip¬ 
ment, ceramics, glass, food 
technology and geology, The 
programme also provides for 
cooperation in the development 
of metallurgy of aluminium, 
production and evaluation of 
various refractory materials, 
study of industrial research 
organizations, research utiliza¬ 
tion and industrial research 
information and cooperation 
in the field of science policy. 

Indo-Belgien Pact 

India and Belgium have 
been reported to have signed 
an agreement in Brussels for 
avoidance of double taxation. 
The agreement provides for 
avoiding double taxation deriv¬ 
ed from dividends, interest, 
royalties and such other things 
by the residents of one state 
from the other. The agree¬ 
ment, which was signed by 
India's Ambassador to Belgium, 
Mr K. B. Lull, and Belgium 
Foreign minister. Van Elslan- 
dc, will come into force after 
the exchange of instruments of 
ratification that is to take place 
in New Delhi. 

Washington Oil Meet 

The 12-nation energy con¬ 
ference in Washington recently 
agreed to give a greater role to 
developing countries in future 
deliberations on the energy 
problem. A communique issued 
at the close of the meeting said 
there was agreement that pre- 
prations for a future meeting 
of consumer and producer 
countries “should involve con¬ 
sultations with developing 
countries”. The phrasing was 
agreed to by ail participants 
except France. Acknowledg¬ 
ing the impact of rising oil 
prices on developing nations, 
the 13 nations pledged ”a 
strenuous effort to maintain 
and enlarge the flow of deve¬ 
lopment aid bilaterally and 
through multilateral institu¬ 
tions on the basis of interna¬ 
tional solidarity embracing all 
countries with appropriate 
resources”. President Nixon 
expressed his satisfaction at 
the outcome of the Internatio- 
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nal Energy Conference, in a 
statement he said; “The Untied 
States has approached the 
energy problem in a spirit of 
cooperativeness—among con¬ 
sumers and between consumers 
and producers—and I am pleas¬ 
ed that the attitude struck a 
responsive chord with partici¬ 
pants of the Washington con¬ 
ference”. 

Development Bunks 

Key Arab oil states agreed 
to set up multi-million dollar 
banks for development in Asia 
and Africa but were split over 
plans for running them. This 
was reported recently by senior 
diplomats representing some 
of the Arab governments con¬ 
cerned. 

Oil Prices Formula 

A high-powered officials 
committee is being set up by 
the union government under 
Dr Krishnaswamy, a senior 
executive of the Reserve Bank 
of India (Bombay), to chalk 
out a new formula for fixation 
of prices of petroleum products. 
The new scheme proposed by 
the committee will replace what 
is known as the Shantilal Shah 
formula now in force. Under 
the latter, for every 10 per 
cent variation in the prices of 
crude, the KOB component, 
estimated at Rs 125 per tonne, 
would vary by four per cent. 

Panel on Drugs 

The union ministry of Pet¬ 
roleum and Chemicals has set 
up a high-powered committee 
to suggest measures for ensur¬ 
ing supply of life-savings drugs 
to consumers at reasonable 
prices. The committee, head¬ 
ed by Mr Jaisukhlal Hathi, 
MP, will also suggest steps 
for the rapid growth and regu¬ 
lated expansion of the drugs 
and pharmaceutical industry 
during the fifth Plan period. 
The fifth Plan envisages sub¬ 
stantial expansion of the drug 
industry in tbe public sector. 
It provides for an amount of 
Rs 40 crores for the expansion 
of Indian Drugs and Pharma¬ 
ceuticals Ltd., and Rs 30 
crores for the ifindustan Anti¬ 
biotic tyd. The committee 
will recommend suitable mea¬ 


sures for ensuring a leadership 
role for the public sector in 
the manufacture of basic drugs 
and formulations and also in 
research and development. It 
would consider the measures 
adopted so far in reducing the 
prices and suggest further steps 
for rationalising the prices of 
basic drugs and formulations. 
Its terms of reference include 
matters related to quality cont¬ 
rol, flow of new technology and 
availablility of household re¬ 
medies to general public espe¬ 
cially m the rural ureas. The 
committee is expected to sub¬ 
mit its report within six 
months. 

ICMF Plea 

The Indian Cotton Mills’ 
Federation has pleaded for the 
imposition of immediate ban 
on exports of Bengal Deshi in 
view of the high prices and 
difficult supply position against 
the anticipated domestic re¬ 
quirement. During the current 
season Bengal Deshi produc¬ 
tion was expected to about 
5,00,000 bales as compared to 
over 6,00,000 bales in previous 
two seasons. Export registra¬ 
tions have so far reached 
190,000 bales and demand from 
overseas countries has been 
spurting. Prices of Bengal 
Deshi have shot -up from 
trom Rs 1900 in Septem¬ 
ber 1973 to Rs 2400 per 
candy currently. Indigenous 
consumption of Bengal Deshi 
in 1973-74 is going up. The 
Federation has stated that if im- 
meciatc ban is not imposed on 
exports mills using this cotton 
for producing cloth and yarn 
for export will find it impos¬ 
sible to process this cotton for 
export. 

Export Convention 1974 

A two-day export conven¬ 
tion was inaugurated recen¬ 
tly at Ashoka Hotel, New 
Delhi by the union minister 
for Commerce, Prof. D. P. 
Chattopadhyaya. Organised 
jointly by the Federation 
of Indian Export Organisations 
and the Punjab, Haryana Sc 
Delhi Chamber of Commerce 
and Industry, the convention 
was attended by government 
officials and exporting interests 
from all over the country and 


focussed attention on the im¬ 
perative need for highly ac¬ 
celerated export drive to sus¬ 
tain and improve on the export 
performance of Rs 1962 crores 
during 1972-73. The programme 
for the convention was drawn 
up by a highpowered steering 
committee, headed by Mr 
Raunacj Singh, President, FIEO. 
& Chairman, Punjab, Haryana 
Sc Delhi Chamber, included 
luncheon addresses by Mr 
T. A. Pai, union minister for 
Heavy Industry and Mr C. 
Subramaniam, union minister 
for Industrial Development. 

The convention ended 
with a valedictory address by 
the union deputy minister for 
Commerce, Mr A. C. George. 

LIC Bonus 

Life Insurance Corporation 
of India has maintained the 
bonuses on participating poli¬ 
cies according to the ninth va¬ 
luation results announced re¬ 
cently. The annual bonus per 
thousand sum assured is kept 
at Rs 22 on whole life assur¬ 
ance, and at Rs 17.60 on en¬ 
dowment assurance. These 
bonuses will be applicable to 
participating policies issued by 
the LIC and the erstwhile in¬ 
surers. The ninth valuation 
of assets and liabilities of LIC 
as on March 31, 1973, has 
resulted in a distributable sur¬ 
plus of Rs 151.94 crores. Of 
this, a sum of Rs 7.60 crores 
is allocated to the central and 
the balance to the participating 
policy-holders. The total busi¬ 
ness in force as on March 31, 
was : number of assurance poli¬ 
cies 1.69 crores; sum assured 
and bonuses there-under Rs 
9,732 crores; total number of 
annuity policies 11,035; 
amount of life annuities per 
an turn Rs 6.80 crores. 

States Cooperation 
in Goods Traffic 

Ten northern states of the 
country have agreed to allow 
goods vehicles to operate on 
national and state highways 
in any of these states on pay¬ 
ment of tax at a single point 
and without obtaining counter- 
signatures while entering other 
than the home state. An 


operator will pay the^ mote 
vehicles tax and the goods tax t 
the home state and in additioi 
pay a composite amount « 
Rs 700 to each of the othi 
signatory states chosen ft 
operation. The ten states whi< 
have now signed an agrcemei 
are Jammu & Kashmi 
Punjab, Haryana, Himach 
Pradesh, Chandigarh, Delh 
Rajasthan, Uttar Pradcsl 
Bihar and West Bengal. Tf 
truck operators will be allows 
to choose a minimum of foi 
states including the honr 
stale. The number of con 
posite permits to be issue 
by each signatory state will l 
limited to 200. A concessic 
has been allowed in respect ( 
two hill states of Jammu < 
Kashmir and Himachal Pn 
desh. While these two state 
would be allowed to issue 20 
permits each a maximum c 
100 vehicles from each of th 
outside state would be alio we 
to enter Jammu Sc Kashmi 
and Himachal Pradesh. 

Handicrafts Board 
Reconstituted 

Mr Mohammad Yunu* 
secretary (internal Trade) c 
the ministry of Commerce ha 
been appointed chairman of th 1 
All India Handicraft Boarc 
which has been reconstitute! 
recently. Other members o' 
the reconstituted Board are 
Mrs Pupul Jayakar, chairman 
Handicrafts & Hondlooni 
Export Corporation; Misi 
Usha Bhagat, social secretar! 
to the prime minister; Chaiii 
man of the UP Exports Cor 1 
poration; director. Handicraft! 
government of Jammu t 
Kashmir; chief of Small i 
Village Industries Division 
Planning commissioner; Difec 
tor, Finance (Commerce divi 
sion), department of Expendi 
ture, ministry of Finance anc 
commodity officer in charg 
of Handicrafts, ministry o 
Commerce. Names of non 
official members of the boarc 
will be announced later. The 
Development Commissioner o 
the All India Handicraft! 
Board will- be the member¬ 
secretary. The board, set uf 
by the ministry of Commerce 
advises the government on th* 
problems of the handicraft! 
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jimtuMry find suggests measures 
accessary for its improvement 
jand development. ' - 

t. Merck Saves 
foreign Exchange 

> An impressive yearly 
foreign exchange savings of Rs 
V>necrore will result from the 
commissioning of the modern 
|3. Merck pharmaceutical and 
chemical complex at Taloja, 
50 kms. away from Bombay. 
,*Xhe plant will for the first 
Itime in India produce the vita- 
,jmins E and P (rutin), both of 
yhich go into the manufacture 
J>fu number of vital drugs. 
fHitherto, the country’s require¬ 
ments of these vitamins had 
to be imported. In 1970-71, 
j3.85 tons of vitamin E was 
imported, the figure rising to 
5.12 tons in 1972. The other 
jvitamin being produced is 
:rutin (Vitamin Pjf; as against 
tG.64 tons in 1970-71, 3.04 
jtons had to be imported in 
r 1972. [t is estimated that 
i India’s requirements of both 
:vitamins will incieasc to nine 
r tons at the end of the l ; fth 
i plan and 18 tons nt the end of 
:the sixth Plan, 
r 

* VAT Exemption 
‘for Exhibitors 

( Foreign firms participating 
( in West German fairs and ex- 
j hibitions are exempted from 
;Value Added Tax (VAT). 

1 Due to an amendment of the 
German taxation law, foreign 
participants in West German 
. lairs and exhibitions are ex¬ 
empted from VAT for theii cx- 
. penses on rent of stalls, decora¬ 
tions, transport and advertising 
material, provided no goods 
from the the stall arc delivered 
, to customs while the fair takes 
place. This amendment lias 
been put into foice with retro¬ 
spective effect from July 1, 
1973 and thus also VAT al¬ 
ready levied will be returned 
in cases covered by the new 
regulation. 

Impact of Power Cuts 

The engineering industry in 
West Bengal lost an estimat¬ 
ed Rs 57 crores worth of pro¬ 
duction from power shortages 
alone, in 1973. Apart from this 
there were further losses incur¬ 
red indirectly through factors 
such as unscheduled power shut 


downs and delayed delivery 
schedules of raw materials sup¬ 
plies due to power cuts, etc. 
Findings of a survey recently 
conducted on 22 major mem¬ 
ber companies of the Indian 
Engineering Association (eas¬ 
tern region) reveal that the 
industry incurred its worst los¬ 
ses in April and September last 
year when the duration of load 
shedding in these companies 
was 682 and 1073 hours res¬ 
pectively. 

Release of Sugar 

The union government has 
ordered the release of 305,(KK) 
tonnes of sugar for March, 

1974. It will consist of 200,000 
tonnes for levy and 105,000 
tonnes for free sale. 

Manufacture of 
Sugar Machinery 

Mr A. P. Shinde, union 
minister of state for Agricul¬ 
ture slated recently that the co- 
opcratiscs were producing near¬ 
ly 40 per, cent of sugar in the 
country. It was an outstand¬ 
ing achievements, considering 
the short time span within 
which the growth of coopera¬ 
tive sector had taken place 
he added, while inaugurating 
the organisational meeting of 
the National Engineering Co¬ 
operative Ltd, at New Delhi. 
The need for setting up of a 
unit for the manufacture of 
sugar machinery in the coope¬ 
rative sector was emphasised 
by the minister. 

TU 154 for IA 

Foreign Trade Export Orga¬ 
nisation of Soviet Union, v/o 
Aviaexport, dealing in Avia¬ 
tion goods has offered to Indian 
Airlines their most modern 
third generation jet Aircraft 
TU-154. The aircraft is having 
171 passenger seat capacity 
and with recent decision of 
Indian Airlines to discontinue 
meal services the seat capacity 
can further increased, for 
which Soviet Design Bureau 
is making a study. Keeping in 
view the Indian problem. Avia¬ 
export has agreed to carry out 
a consignment stock of spare 
parts in India to meet the day 
to day requirements of Indian 
Airlines at their own charge 
to save Indian Airlines from 
having to carry this heavy in¬ 
ventory. 


Save 

with 

grace 

Unoleum floor-covering* are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

• versatile ftoor»covering ■ For better living 

India linoleums Ltd., 
r.O. BMapnr, <4 hijuu, Wot Bengal. 
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COMPANY 

AFFAIRS 


Nuchem Plastics 

The directors or Nuchcm 
Plastics Ltd have decided to 
issue bonus shares, subject to 
the approval of the share¬ 
holders and Controller of 
Capital Issues, in the ratio of 
four bonus shares for every 
five existing equity shares, by 
capitalising a sum of Rs 23.99 
lakhs out of the reserves, 
besides maintaining the equity 
dividend at 12 per cent for the 
year ended September 30,1973. 
Sales during the year spurted 
by Rs 0.27 crorc to Rs 2.05 
crores while gross profit 
recorded a handsome rise to 
Rs 27.93 lakhs from Rs 25,32 
lakhs in 1971-72. 

The directors have enhanc¬ 
ed the provision for develop¬ 
ment rebate reserve from 
Rs 60,000 to Rs 2.08 lakhs. 
This leaves a balance of 
Rs 11.10 lakhs to which the 
last year credit in the appro¬ 
priation account amounting to 
Rs 83,056 and Rs 1.88 lakhs in 
respect of development rebate 
reserve which is no longer 
required have been added. 
Thus the amount available for 
disposal comes to Rs 13.81 
lakhs. The proposed equity 
dividend of 12 per cent and the 
9.5 per cent fixed dividend on 
preference shares will absorb 
Rs 4.55 lakhs. Further, a sum 
of Rs 7.50 lakhs was transfer¬ 
red to general reserve and Rs 
one lakh to preference share 
redemption leaving Rs 76.244 
in the profit and loss appro¬ 
priation account. 

The company has received a 
letter ofintentfor the manufac¬ 
ture of wood pulp the only raw 
material for which the company 
was depending on imports. 
Moreover the company has 
been successful in securing the 
contract to supply a plant for 
the manufacture of formal¬ 


dehyde on turn-key basis for a 
consideration of Rs 41.6 
lakhs. 

Shriram Refrigeration 

Shriram Refrigeration In¬ 
dustries Ltd has reported 
marked improvement in pro¬ 
duction and sales during the 
year ended September 30, 1973. 
The diesel engine business had 
a buoyant year on account of 
the failure of the monsoons. 
Production during the year was 
almost doubled to meet the 
market requirement. Produc¬ 
tion would have been si ill 
higher but for the difficulty in 
getting supplies from ancillary 
units. Production of electric 
motors continued to register 
improvement. Production of 
compressors and water coolers, 
however, was adversely affected 
during the year on account of 
severe power cuts all over the 
country. 

It is expected that 
there will be a considerable 
improvement in production 
during the current year. Sales 
too recorded a substantial rise 
during the year, advancing to 
Rs 7.45 crorcs from Rs 6.52 
crores in 1971-72. Gross profit 
earned during the year 
amounted to Rs 45.85 lakhs as 
against Rs 49.68 lakhs in the 
preceding year. Out of the 
gross profit the directors have 
appropriated a sum of Rs 11.75 
lakhs to depreciation reserve 
as against Rs 10.19 lakhs while 
the allocation to development 
rebate reserve was stepped up 
from Rs 1.34 lakhs to Rs 2.80 
lakhs. 

Taxation absorbed Rs 17.50 
lakhs as against Rs 3.50 
lakhs in 1971-72. This 
leaves a balance of Rs 13.80 
lakhs and it was transferred to 
the general reserve, The 
directors have maintained the 
equity dividend at 15 per cent 


and it will he paid out of the 
general reserve. 

Indian Oxygen 

The Indian Oxygen Ltd has 
recently received an industrial 
licence for the manufacture of 
automatic arc welding equip* 
menl with tractor and control 
appliances at the equipment 
factory. The company has also 
been granted a letter of intent 
for the manufacture of argon 
at Jamshedpur. The results of 
the first three months of the 
financial year show that inspitc 
of an 11 per cent increase in 
the Company's turnover, as 
compared with the correspond¬ 
ing period last year, the profit 
is substantially lower than last 
year due to increase in costs 
and lower gas sales mainly on 
account of shortage of calcium 
carbide. Unless the costs can 
be kept under control and the 
company is able to overcome 
shortages to some extent 
during the remaining months 
of the current financial 
year, the company’s immediate 
prospects would remain uncer¬ 
tain. 

CAFI 

The board of directors of 
Chemicals and Fibres of India 
Ltd have proposed a final 
dividend of five per cent for 
the year ended September 
30, 1973. This together with 
the two interims of 10 per cent 
each makes a total of 25 per cent 
for 1972-73, the same as that 
paid for the previous year. The 
company has earned during the 
year a pre-tax profit of Rs 3.45 
crores as against 3.53 crorcs in 
1971-72. The pre-tax profit 
has been arrived at after pro¬ 
viding Rs 82 lakhs for deprecia¬ 
tion as against Rs 67 lakhs in 
1971-72 Thus the company’s 
gross profit for 1972-73 
amounted to Rs. 4.27 crorcs as 


against Rs 4.20 crorcs for the 
preceding year* 

ICICI 

The industrial Credit and 
Investment Corporation of 
India lias earned a higher net 
profit of Rs 219.53 lakhs for 
the year ended December 31, 
1973 as compared to Rs 189.33 
lakhs for 1972, an increase of 
about 16 per cent. The direc¬ 
tors have proposed to maintain 
the equity dividend at 10 per 
cent for the year 1973. 

W. Bengal Electronics 
Corporation 

A new public limited com¬ 
pany—West Bengal Electronics 
Industry Development Corpo¬ 
ration -promoted by West 
Bengal Industrial Develop¬ 
ment Coiporution Ltd. was 
was incorporated on February 
6, 1974 with a share capital of 
Rs 3 crorcs. The corporation 
will promote electronics indus¬ 
tries in the private sector and 
itself manufacture selected 
electronic items in the joint 
sector. WBIDC has already 
applied for letters of intent for 
a few items which will be 
transferred to the Electronics 
Corporation. It will develop 
a compact area near Calcutta 
for sotting up several electronic 
units. Besides financial assis¬ 
tance and infrastucture facili¬ 
ties, the Electronics Corpora¬ 
tion will provide entrepreneurs 
with technical know-how, a 
centralised research and testing 
laboratory, and market studies. 
In order to keep pace with the 
rapid progress of the electronic 
industry all over the country, 
this Corporation will act as a 
catalyst to generate faster 
growth of electronics in the 
state. 

Scooters India 

West Bengal Industrial 
Development Corporation has 
entered into a technical col¬ 
laboration agreement with 
Scooters India Limited, a 
government of India under¬ 
taking, for manufacture, of 
de-lux Lambretla Scooters in 
West Bengal. Under the agree¬ 
ment, Scooters India will pro¬ 
vide consultancy service and 
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' ^ethnical know-how including 
J patents, processes, engineering 
| and manufacturing skills for 
the project. The proposed 
unit will produce 30,000 
scooters per annum and its 
capacity is likely 'o be fur¬ 
ther raised. As per the agree¬ 
ment, engine and gear box 
will be obtained from Scooters 
India Ltd, Ancillary units in 
West Bengal will also supply 
a large number of items for 
manufacture of scooters. The 
estimated cose of the project 
is around three crores of 
rupees. The location of the 
factory will be finalised on the 
basis of the project report now 
under preparation. 

Indian Aluminium 

The Board of Directors of 
Indian Aluminium Company, 
Limited have recommended 
payment of a final dividend of 
Rs 0.90 per fully-paid ordinary 
share. The Directors have 
also recommended that a divi¬ 
dend of Rs 6.25, subject to 
income-tax payable by the 
company, be paid on each 
perfcrence share. Both the 
ordinary and preference divi¬ 
dends are subject to deduction 
of shareholders’ income tax at 
source. The year 1973 was a 
challenging year for Indal. On 
the one" hand power cuts ham¬ 
pered production and on the 
other hand increasing inflatio¬ 
nary trends raised costs of both 
materials and labour. In addi¬ 
tion, shortages of raw materials 
and transport difficulties threa¬ 
tened to disrupt production. 
In spite of these problems, the 
company was able to maintain 
primary metal production at 
only three per cent below the 
1972 level, that is 76,42o ton¬ 
nes as compared with 78,581 
tonnes. Construction was com¬ 
pleted on one of the two 
potrooms comprising the 
20,000 tonnes m addition to the 
annual licensed capacity of the 
Belgnum smelter. 

A third of the total capi¬ 
tal cost of the Belgaum 
smelter project and other 
fabricating projects (for which 
industrial licences are awai¬ 
ted') is being flnrnccd by 
an issue of 3, 1,90,477 ordi- 
nar\ shares at a premium of 
Rs 11 per shares, tor a total 


value of Rs 67 million. The 
issue has been over subscribed. 
Sales for 1973 totalled Rs 
438.0 million as compared with 
Rs 441.0 million in 1973. Net 
profit, after provision for 
development rebate reserve and 
taxes, was Rs 26.4 million as 
compared with Rs 39.1 million 
for 1972. Provisions for develop¬ 
ment rebate reserve and taxes 
were 2.6 million and Rs 25.2 
million respectively in 1973 as 
compared with Rs 11.4 million 
and Rs 33.3 million respectively 
in 1972. Capital expenditures 
in 1973 amounted to Rs 75.3 
million, of which Rs 64.3 mil¬ 
lion went towards the new 
smeller project at Bclgaum. 
The annual general meeting of 
company will he held on 
April 25, 1974. The Registers 
of Members and Share Trans¬ 
fer Registers will be closed 
from April 4, to April 25, 1974, 
both days inclusive. 

Rallis India 

The amalgamation of Tata 
Fison Industries with Rallis 
India has been approved by the 
concerned authorities. In 
terms of the scheme of amalga¬ 
mation, the entire undertaking 
of the former with all its assets 
and liabilities has vested in the 
latter with retrospective effect 
from September 1, 1972. The 
shareholders of TFI will get 
three fully-paid ordinary shares 
of Rs 100 each in Rallis for every 
four fully-paid ordinary shares 
held in TFI and three fully 
paid ordinary shares of Rs 100 
each in Rallis plus three frac¬ 
tional certificates each repre¬ 
senting one-tenth of an ordi¬ 
nary share of Rallis for every 
eight partly-paid ordinary shar¬ 
es held in TFI. The ordinary 
shares of Rallis allotted to the 
members of TFI, will rank for 
dividend, voting rights and in 
all other respects pari passu 
with the existing ordinary 
shares of Rallis, except that 
such ordinary shares allotted 
to the members of TFI will not 
confer any right to divi¬ 
dends declared by Rallis for 
its accounting year ended 
August 31, 1972. The issued, 
subscribed and paid-up capital 
of TFI is 80,000 equity shares 
of Rs 100 each fully paid-up 
(Rs 80 lakhs) and 80,000 part¬ 


ly paid equity shares of Rs 100 
each, Rs 55 paid-up (Rs 44 
lakhs). 

Gabriel India 

Gabriel India Limited, Bom¬ 
bay, had applied under Section 
21(3) (b) of the MRTP Act, 
1969, for approval of its pro¬ 
posal to double its existing 
capacity of 10 lakh shock ab¬ 
sorbers by establishing a new 
unit in a backward district in 
Karnataka. This application 
was referred to the MRTP 
Commission for enquiry and 
report. The Commission’s 
Report, unanimously made by 
the Chairman, Mr Justice J, L. 
Nain, and the member. Dr 
H. K. Paranjape, was submit¬ 
ted to the central government 
on February 15, 1974. It 
understood that the Report 
recommends approval of t In 
proposed project subject to 
certain important conditions. 

News and Notes 

(Expansion and diversification) 

Tribeiti Tissues has received 
a letter of intent for its expan¬ 
sion project. The first phase 
of expansion will be carried 
out at Tribcm with an estimat¬ 
ed capital outlay of Rs 9 
crores. Depending on the 
product-mix, the new machine 
will have a capacity of 5,000 
tonnes and will enable the com¬ 
pany to manufacture a wide 
range of speciality and indus¬ 
trial papers. The foreign ex¬ 
change component for the pro¬ 
ject, estimated at Rs 60 lakhs, 
is proposed to be met by a 
loan from ICICI. Meanwhile, 
the research and development 
department has made good 
progress in product develop¬ 
ment and in import substitu¬ 
tion. Last year, the company 
was able to introduce a num¬ 
ber of new grades which should 
stand in good stead when the 
expansion programme is im¬ 
plemented. It is proposed to 
further augment the research 
and development facilities in 
the course of the next few years. 

’ New Issues 

Sree Vig Chemicals is set¬ 
ting up a project for the manu¬ 
facture of stearic acid and 


glycerine. The factory will be 
located in Ranipet industrial 
complex, and hence it will at¬ 
tract all the concessions avail¬ 
able for industries located in 
backward areas. The project 
is estimated to cost Rs 1.02 
crores and is expected to 
be commissioned by the 
end of this year. To raise 
part of the resources re¬ 
quired for the implementation 
of the project the company is 
expected to be in the capital 
market shortly with a public 
issue of Rs 13 lakhs. 

Bangalaxmi Investments Ltd 
is offering 1,87,930 equity shares 
of Rs 10 each at par for cash 
to the public for subscription. 
The subscription list opened 
on February 19, and will close 
on February 28 or earlier but 
not before February 22. The 
company has an authorised 
capital of Rs 20 lakhs and an 
issued, subscribed and fully 
paid up capital of Rs 1.21 
lakhs. It was incorporated as 
a public limited company on 
August 31, 1973 in West Ben¬ 
gal and obtained the commen¬ 
cement of business certificate 
on September 18, 1973. The 
main obejet of the company is 




to carry on business as inves¬ 
tors in shares and securities, 
properties etc. The proceeds 
of the issue will be utilised for 
the implementation of the sche¬ 
me. 

Capital and Bonus 
Issues 

Consent has been accorded 
to 12 companies to raise capital 
amounting to over Rs 7.88 cro¬ 
ns. The following are the de¬ 
tails: 

Duncan Bros and Co. Ltd., 
Calcutta, have been granted 
consent, valid for a period of 
three months, for issue of bonus 
shares worth Rs. 39,20,400. 

Colour-ChemLtd., Bombay, 

have been given consent, valid 
for a period of three months, 
for issue of bonus shares worth 
Rs. 1,37,50,000. 

Bharat Bijlee Ltd., Bombay, 

have been granted consent valid 
for a period of three months 
for issue of bonus shares worth 
Rs. 20,00,000, 

Podar Mills Ltd., Bombay, 

have been accorded consent, 
valid for three months for issue 
of bonus shares for Rs. 33 lakhs. 

Groz Beckert Saboo Ltd., 
New Delhi, have been granted 
consent, valid for three months 
for issue of bouus shares worth 
Rs 20 lakhs. 

Anna Transport Corporaton 
Ltd., Salem (Tamil Nadu), have 
been granted consent, valid for 
a period of 12 months for issue 
of convertible debenture worth 
Rs 7 lakhs. 

Industrial Credit and 
Development Syndicate Ltd., 
Manipal, have been granted 
consent, valid for a period 
of 12 months, for issue of 
securities of the value of Rs 
2.82crores (equity Rs. J.20 cro- 
res, deventures Rs 1.20crores 
and bonds Rs 42 lakhs) to the 
existing shareholders of Syndi¬ 
cate Bank Ltd, in terms and in 
accordance with the scheme of 
amalgamation approved by the 
Mysore High Court. 

Rallb India Ltd., Bombay, 
have been accorded consent for 


the issue of further equity capi¬ 
tal of Rs 93 lakhs to be allotted 
to the shareholders of Tata 
Fison Industries Ltd., in pur¬ 
suance of the scheme of amal¬ 
gamation of the latter with the 
form approved by the High 
Court of judicature at Bombay 
on October 29, 1973. The con¬ 
sent order is valid for 12 mon¬ 
ths only. 

Fort William Co. Ltd., Cal¬ 
cutta, have been granted con¬ 
sent valid for a period of 12 
months, lor issue of equity 
capital worth Rs. 15 lakhs, in 
1,50,000 equity shares of Rs 
10 each at a premium of Rs 3 
per share to be olTered to pub¬ 
lic through a prospectus. The 
proceeds of the issue are to be 
utilised for the company's 
proposed expansion pro¬ 
grammes. 

HES Ltd., Bombay, have 
been given an acknowledge¬ 
ment to their statement of 
proposals, valid for a period 
of 12 months, for issue of equity 
shares worth Rs. 37 lakhs only. 
The proceeds of the issue are 
to be utilised for expansion of 
their existing production. 

Allied Steels Ltd., Raipur 
(M. P.) have been given an ac¬ 
knowledgement to their state¬ 
ment of proposals, valid for a 
period of 12 months, for issue 
of equity shares worth Rs45 
lakhs, inclusive of Rs 16 lakhs 
already raised and cumulative 
redeemable preference shares 
worth Rs. 10 lakhs. The pro¬ 
ceeds of the issue are to be 
utilised to meet a part of the 
finance required to implamenl 
the company’s ministeel plant 
project to be set up near Rai¬ 
pur (M. P.). 

Gholan Roadways Corpora¬ 
tion Ltd., Kumbakonam. (Tamil 
Nadu), have been granted con¬ 
sent, valid for a period of 12 
months, for issue of conver¬ 
tible debentures of the face 
value of Rs. 10,00,000. 

Company Meetings 

The Mandya National Paper 
Mills Ltd: Registred office; 


No 1 Museum Road, Asboka Leyland Ltd: Regis 
Bangalore-1; March 5; 3.30 tered office. Em tore, Madias 
PM. 600057; March 4; 10 A.M 

Dividends 

(Per cent) 

Name of the company Year ended Equity dividend 

declared foi 


Current year Previous yeai 


Higher Dividend 


Hindoostan Spg. & Wvg. 

March 31, 1973 

20.0 

14.0 

Crompton Greaves 

June 30, 1973 

15.0 

10.0 

Hicks Thermometers 

Sept. 30, 1973 

9.0 

6.0 

Madhusudan Mills 

June 30, 1973 

10.0 

Nil 

Same Dividend 

Carborundum Universal 

Aug. 30, 1973 

12 0 

12,0 

Inchek Tyres 

June 30, 1973 

Nil 

Nil 

India Linoleum 

Mar. 31, 1973 

Nil 

Nil 

Amrit Banaspati 

Mar. 31, 1973 

Nil 

Nil 

Reduced Dividchd 

East India Hotels 

Mar. 31, 1973 

Nil 

10.0 

Aruna Sugars 

Neclamalai Tea and 

Sept. 30, 1973 

15.0 

20.0 

Coffee Estates 

June 30, 1973 

5.0 

10.0 


Licences and Letters of Intent 

The following licences and letters of intent were issued un¬ 
der the Industries (Development and Regulation) Aot, 1951 in 
the month of September i.e. till September 30, 1973. The list 
contains the names and addresses of the licensees, articles of 
manufacture, types of licences viz New Undertaking (N.U.); 
Substantial Expansion (S.E.); New Article (N.A.): Carry on 
Business (C.O.B.); shifting—and annual installed capacity. A 
statement furnishing particulars of letters of intent which were 
cancelled, lapsed, treated as withdrawn etc. and licences 
revoked or surrendered in the month of September is also given 
at the end. 


Metallurgical Industries (Ferrous) 

M/s Special Steel Ltd; Dattapara Road, Borivli, (East), 
Bombay-66—(Bombay-Maharashtra)—Mild Steel Wires 18 
Guage and thickcr/plain and coated—20,000 tonnes. Stain¬ 
less Steel Wires—1,000 tonnes. Wires other than (I) above— 
54,000 tonnes—(Total ;—75,000 tonnes)—(S.E.) 

M/s Ramsarup Industrial Corpn.; 66, Parwati Ghosh Lane, 
Cu!cutta-7—(Kalyani-Wcst Bengal)—Thicker Wires (H.B.)— 
10,000 tonnes. Galv Wires (19 to 30SWG)—1,000 tonnes. 
Annealed Wires (19 to 30 SWG)—1,000 tonnes. A.C.S.R, Core 
Wires—1,000 tonnes. Tyre Bead Wires—1,000 tonnes. Total : 
—14,000 tonnes—(S.E.) 

M/s Multiweld Wire Co. (P) Ltd; 59, Marol Maroshi Road, 
Marol,Bombay—(Bombay-Maharashtra)—Welded Wire Mesh— 
6,000 tonnes—(S.E.) 

M/s Lite Metal Industries, P.B. No. 52, Visakhapatnam— 
(Visakhapatnam-Andhra Pradesh)—Tin containers (upto 18 
litre capacity—Un-printed)—240 tonnes—(C.O.B*) 

Metallurgical Industries (Non-Ferrous) 

M/s Shalimar Wires & Indstries Ltd: 27-A, Caraac Street, 
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Calcutta-jf> -(Nasik-Maharashtra) -Fine Wires (Ground Sec¬ 
tional & Flattened) of Nickel Silver— 200 tonnes. Monel 
—50 tonnes—(N*A.) 

Fuels 

M/s F.W. Heilgers &Co. (P) Ltd; Cnartcred Bank Building, 
4-Netaji Subhas Road* Calcutta-1—(Calcutta-West Bengal) 
—Greases & Lubricants products—1,000 tonnes—(C.O.B.) 

Electrical Equipment 

M/s N.G.E.F. Ltd; Post Bag No. 3876* Byappanahalli, 
Bangalore-38—(Jabalpur-Madhya Pradesh)—Distribution Trans¬ 
formers of ratinges upto 100 KVA and ultimately be raised to 
1000 KVA—200 MVA- (N.U.) 

M/s Sankar Electricals Lid; Madurai-7—(Madurai.Tamil 
Nadu) Fluorescent Tubes—*2.67 lakh nos—(C.O.B.) 

Telecommunications 

M/s Mulchundani Electrical & Radio Industi ies Ltd; Sukh 
Sagar, Nyayamoorti Sitaram Patkar Marg, Bombay—Tliana- 
Mahorashtia) Car Radios—25,000 nos—(N A,) 

M/s Rao Insulating Co. (P) Ltd; Whitclicld P.O.,- (Banga- 
lorc-Mysore) -Radio & Telecommunication Spares such as 
Printed Circuits, Band Switch Wafers, Volume Control Bases, 
Valve Holders and Bases, Relay Insulators, Spool Heads, etc. - 
worth Rs. 55 lakhs- (C.O.B.) 

Transportation. 

M/s Escorts Ltd, 19/6 Mathura Road, Faridabud (Haryana) 
—(Faridubad-Haryanu)—173 cc Motor Cycles & 173 cc Scoo¬ 
ters— 24,0(30 nos - (S.F.) 

M/s Voras Exclusives Tools Pvt Ltd; Old Ashram, Andheri 
Kurla Road, Andheri. Bombay—(Bombay-Maharashlra) Pre¬ 
combustion Chambers -3,00*000 pieces Protective Sleeves 
3,00,000 pieces--(N.A ) 

M/s Auto Mughals (P) Ltd; 405, Maker Bhavan, New 
Marine Lines, Bombay- (Amangubad-Maharashtra) - Auto¬ 
mobile Gears- -600 tonnes -(NU) 

M/s Tata F.ngg. & Locomotive Co. Ltd; Bombay House, 
Homi Mocly Street, Fort, Bombay—(Jamshcdpur-Bihar &) 
Poona-Malmrashtra) At Jamshedpur -Truck & Bus Chassis— 
27,000 nos- (S.F.)--At Poona : -Truck & Bus Chassis - 
9,000 nos -(N.U.) 

M/s Allied International Products Ltd; 5/125, Jeevan Tara 
Building* Parliament Street* New Delhi—(Moradabad-U.P.)— 
Aircraft & Automobile Parts :—Automobile & Aircraft Gene¬ 
ral spares such as Nuts, Bolts, Pins, Brackets, Couplings Union, 
Ignition Harness, Safety Bells Parts; Self Tapping Screws for 
Aircraft & General use in Automobile and Sintered Metal; 
and Self Lubricating Bearings and Bushes for Engines and 
Motors.—(Worth Rs. 330.00 lakhs only)—(S.E.) 

Industrial Machinery 

M/s Sucsscn Textile Bearings Ltd; Bombay-Ahmedabad 
National Highway No. 8* Post O.N.G.C. Baroda—(Barodu- 
Gujarat) --Antifriction Centre Spindle Inserts for (i) Ring 
Frames, (ii) Doubling Frames—5 lakh pieces & 1 lakh pieces. 
Top Arms and/Apron Guiding Devices—3 lakh sets. Anti 
Friction Ball Bearings Top Rollers/Arbours- -12,10,000 sets.— 
(S.E.) 

M/s Eck Haubold & Laxmi Ltd; Sir Vithaldas Chambers, 
77-Nagindas Master Road, Fort, Bombay—(Bombay-Maha- 
rashtraj - Elastic Calender Bowls for Paper Industry—144 nos 
—(S.E.) 

M/s Mukand Iron & Steel Works Ltd; Lai Bahadur Shas- 
tri Marg, Kurla, Bombay—(Thana-Maharashtra)—Copper 


Converters & Converters for other Non-Ferrous Metals—6 nos 
—■•(S.E.) 

M/s Ingersoll-Rang (India) Pvt. Ltd; 44, Abdul Gaffar Road, 
Worli, Bombay-18—(Ahmedabad-Gujarat)—E.S.H. Process Gas 
Compressors of :—(1) ll M Stroke—40 nos. (2) 7 n Stroke— 
25 nos. (3) 5” Stroke—25 nos. Total:—90 nos—(N.A.) 

M/s Vacuum Plant & Instruments Manufacturing Co. Pvt. 
Ltd; P.O. Mundhawa, Disstt: Poona—(Poona-Maharashtra)— 
Impregnating Plant—Rs 60 lakhs. Metal Coating Plant—Rs. 30 
lakhs. Coil Winding Machines & Foil Winding Machines— 
Rs 16 lakhs—(S. E.) 

Miscellaneous Industries 

M/s Blow Plast Pvt. Ltd; Station Road, Bhandup, Bom¬ 
bay-78—(Nasik & Bhandup-Maharashtra)—PVC Footwear 
(Nasik)--40 lakh pairs. PVC Footwear (Bhandup)—40 lakh 
pairs—(C.O.B.) 

M/s Union Carbide (India) Ltd; United Commercial Bank 
Building, 5, Parliament Street, New Delhi—(Uttar Pradesh)— 
Plastic Flashlight Cases—4,67,200 pieces- -(C.O.B.) 

M/s The Bharat Vijay Mills Ltd; Kalol—(Kalol-Gujarat)— 
Thermoplastic Powder Mouldings—5 lakh pieces—(N.A.) 

M/s Hindustan Gas & Inds. Ltd; ‘Industry House’, 10, 
Camac Street, Calcutta-17—(Calcutta-West Bengal)—Engineers' 
Steel Files—2,80,000 Dozens p.a.—(S E.) 

M/s Guest, Keen, Williams Ltd; (Sankey Precision Pressing 
Division) Lai Bahadur Shastri Marg. Bhandup. Bombay-78— 
(Howrah-West Bengal)—!. Jigs & Fixtures —Ru. 120 lakhs. 
2. Workshop Gauges—Rs. 15 lakhs. 3. Special Purpose Multi¬ 
tool production units—Rs. 15 lakhs—(N.A.) 

M/s Guest, Keen, Williams Ltd; (Sankey Precision Pressing 
Division), Lai Bahadur Shastri Marg, Bhandup, Bombay-75— 
(Bhandup-Maharashtra)—1. Jigs & Fixtures—Rs. 200 lakhs. 
2. Workshop Gauges- Rs. 25 lakhs. 3. Special purpose multi¬ 
tool production units—Rs. 25 lakhs (N.A.) 

M/s Guest, Keen, Williams Ltd; (Sankey Precision Pressing 
Division), Lai Bahadur Shastri Marg, Bhandup, Bombay-78— 

(Bangalore-Mysore)—1. Jigs & Fixtures—Rs. 80 lakhs. 2. Work¬ 
shop Gauges—Rs. 10 lakhs. 3. Special purpose multi-tool pro¬ 
duction units—Rs. 10 lakhs.—(N.A.) 

Commercial, Office & Household Equipment 

M/s Characters Type Pvt. Ltd; 13 Sardar Patel Marg, Allaha¬ 
bad—(Allahabaa-U.P.)—Steel Types for Typewriters, Teleprin¬ 
ters, etc.—5,000,000 nos. (Five million numbers)—(N.U.) 

M/s Electronics Ltd; 26, New Industrial Township, Farida- 
bad —(Faridabad-Haryana)—Room Air Conditioners—15,000 
nos.—(S.E.) 

Industrial Instruments 

M/s Bestobell (India) Ltd; Grosvenor House, 21, Camac 
Street, Calcutta-16—(Calcutta-West-Bengal)—1. Miniature 
Pneumatic Controllers, Miniature Differentia! Pressure Trans¬ 
mitters and Shutmeters—590 nos. n.a.—(C.O.B.) 

M/s National Radio & Electronics Ltd; Unity House, 
8, Mama Parmanad Marg, Bombay-4—(Bombay-Maharashtra)— 
Textile Control Equipment—14,00 nos—(C.O.B.) 

Chemicals (Other than Fertilizers) 

The Chairman & Mg. Dir., Indian Petrochemicals Corpn. 
Ltd; P.O. Jawahar Nagar, Distt: Baroda—(Baroda-Gujarat)— 
• Polybutadiene Synthetic Rubber—20,000 tonnes—(N.A.) 

The Chairman & Mg. Dir., Indian Petrochemicals Corpn. 
Ltd; P.O. Jawahar Nagar, Distt: Baroda—(Baroda-Gujarat)— 
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]. Acrylonitrile—24,000.4. Hydrocyanic Add—4,000 3. Ace¬ 
tonitrile—600. 4. Ammonium Sulphate—16,000—(in tonnes) 
(N.A.; 

M/sSylvania & Laxman Ltd; 68/2, Najafgarh Road, New 
Delhi-15—(New Delhi)—Oxygen Gas—0.90 mcm. Nitrogen — 
0.36 mcm. Hydrogen—36,000 cm—(N.A.) 

M/s Universal Gas Suppliers (P) Ltd; S. Mohan Singh, 
Connaught Lane, New Delhi—(New Delhi-Union Territory)— 
Carbon Dioxide—1,620 tonnes—(N U.) 

M/s Dharamsi Morarji Chemical Co. Ltd; Prospect Cham¬ 
bers, 31721, Dr. Dadabhoy Naoroji Road, Bombay—(Amber- 
nath-Maharashtra)—Die thyl Sulphate—750 tonnes—(N.A.) 

M/s Indian Process Chemical Laboratory, Ycswanthpur P.O. 
Bangalore—(Bangalore-Mysore)—1. Galcncials Ergot—2248 li¬ 
tres Others—56986 litres. 2. Drugs (a) Bismuth Salts—2468 Kgs. 
(b) Potassium Salts. Potassium Iodide—18973 Kgs. Potassium 
Citrate—47186 Kgs. Potassium Acetate—9.13 Kgs. (c) Sodium 
Salts. Sodium Citrate-1538 Kgs. Sodium Hydrogen Citrate - 
1544 Kgs. (3) Patent & Proprietory Madicincs—43273 Lilrcs. 

g ) Disinfectant & Antiseptics—16993 Litres. (5) Procaine 
ydrochloride—12,000 Kgs.—(C.O B.) 

Drugs & Pharmaceuticals 

M/s Chemical Industrial & Parmaceulical Laboratories Ltd; 
189, Bollasis Road, Byculla, Bombay-8—(Bombay-Maharash- 
tra)—Mcthenamine Mandelate U.S.P.—10 tonnes—(N.A.) 

M/s Alembic Chemical Works Co. Ltd; Alembic Road, 
Baroda-3— (Baroda-Gujarat)—Pipazathate Hydrochloride— 
500 Kgs.—(N.A.) 

The Bengal Immunity Co. Ltd; Immunity House, 153, Lenin 
Saranee, Calcutta-13—(Calcutta-West Bengal)—Nikolhamide 
l.P.—5 tonnes—(N.A.) 

Textiles 

M/s Shree Bansidhar Spg. & Wvg. Mills (P) Ltd; Railway- 
pura, Naroda Rd; Ahmedabad-2—(Ahmedabad-Gujarat)- - 
Cotton Cloth—148 plain looms—(S.E.) 

M/s Deccan Co-operative Spg. Mills Ltd; Ichalkaranji; 
Distt: Kolhapur—(Ichalkaranji— Maharashtra)—Cotton Yarn- 
25,000 spindles—(S.E.) 

M/s The Nagri Mills Co. Ltd; Rajpur Road, Ahmedabad-21 
—(Ahmedabad-Gujarat)—Cotton Cloth-72—Plain looms—(S.E.) 

The Goekwar Mills Ltd; Mehta House, 79/91, Bombay Sama- 
char Marg, Fort, Bombay-1—(Bilimora-Gujarat)—100 looms- 
Cotton Cloth—(S.E.) 

M/s The Ncwasarwa Mills Pvt. Ltd; Saraspur, Amcdabad-18— 
(Ahmedabad-Gujarat)- Cotton Yarn—58 Plain looms—(S.E.) 

M/s Madhavanagar Cotton Mills Ltd; Madhavnagar, Distt; 
Sangli—(Madhavnagar-Maharashtra)—Cotton Cloth—200 looms 
—(S.E.) 

M/s Basant Cotton Mills Ltd; 18. Netaji Subhas Road, 
Calcutta-1—(24-Parganas-West Bengal)—Cotton Yam—7,956 
spindles—(S.E.) 

M/s Shaktigarh Textiles & Industries Ltd; Eagle House, 4, 
Government Place, North Calcutta-4—(Burdwan-West Bengal)— 
Cotton Cloth—300 looms—(S.E.) 

M/s Bharat Suryodya Mills Co. Ltd; Near Jaganath Mahadcv 
Amaraiwadi Road, Post Maninagar,—Ahmedabad—(Ahmedabad- 
Gujarat)—Cotton Cloth—100 looms—(S.E.) 

M/s Manjushri Textiles, Shahibad, Ahmedabad-4—(Ahmeda¬ 
bad-Gujarat)—Cotton Yam—1,333 spindless—(S.E.) 


Pood Processing industries 

M/s Mehsana Distt; Cooperative Silk Producers, Union Ltd; 
Meshana-1—(Mehsana-Gujarot)—Milk Powder—7,200 tonnes— 
(S.E.) 

M/s Kissan Products Ltd; Bangalore: Old Madras Road, Ban¬ 
galore—(Bangalore, Mysore & Bareilly, Utter Pradesh)—1. Squa¬ 
shes, Crushes, Syrups, etc. (Bottlery)—1900 tonnes. (2) Jams. 
Jellies, Marmalades, Canned Fruits & Vegetables, etc. 
(Cannery)—2,445 tonnes. Bareilly Unit I. Bottlery —Squashes, 
Crushes, Syrups, Barley, Cordial, etc—589 tonnes—2. Camery 
—Jams, Jellies Marmalades. Canned Fruits & Vegetables, etc— 
685 tonnes—(C.O.B.) 

M/s Tata Oil Mills Co. Ltd; 24, Bruce Street, Bombay-}— 
(Madras-Tamil Nadu)—Synthetic Beverages, Vinegar, Pickles, 
Squashes, Crushes, Cordials, Barley Water, Jams, Jellies, etc— 
(C.O.B.) 

M/s Anil Starch Products, Anil Road, P.B. No. 1062, 
Ahmedabad—(Ahmedabad-Gujarat) —Sorbitol—2,000 tonnes. 
Sorbitol Powder—100 tonnes—(N.A.) 

M/s Gauripur Co-opt. Flour Mills Ltd; Khctuwadi Bhavan, 
Durgadas Road, P.O. Dhubri;—(Gauripur-Assam)—Wheat 
Products—15,000 tonncss--(N.U.) 

Vegetable Oils & Vunaspcti 

M/s The Punjab State Co-operative Supply Sc Marketing 
Federation Ltd; Chandigarh—(Muktsar-Puryab)—Cottonseed 
Oil—35,000 tonnes- Cottonseed Edible Flour—3,000 tonnes** 
(N.U.) 

Rubber Products 

M's Ganesh Commercial Ltd; 18-A, Rup Chand Roy Street, 
Calcutta-7 -(Fridabad-^aryana)—Rubber Conveyor Belting— 
500 tonnes. Rubber Transmission Belting—175 tonnees—• 
(N.U.) 

Ceramics 

M/s Grindwcll Norton Ltd; Shivsagar, Annie Bcsant Road, 
Worli, Bombay-18—(Kolaba-Maharashtra)—Super Refractories 
—1,000 tonnes p.a.—(N.A.) 

Cement & Gypsum Products 

M/s Heinz Talbros Pvt. Ltd; 21-A Nizamuddin West, New 
Delhi—(Ghaziabad-U.P.)—Compressed Asbestos Fibre Sheets— 

1100 tonnes—(S.E.) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

Shri B.K. Burman, 6, Tiljala Road, Calcutta-46—(Calcutta- 
West Bengal)—Mild Steel Bolts & Nuts—3250 tonnes— 
(N.U.) 

Shri Tirlok Singh Sethi, Dil Bahar, Plot 491, 17th Road, 
Khar, Bombay-52—(Taloj a-Maharashtra^—Stainless Steel & 
Corrosion Resistant Steel Casting—120 tonnes. Heat resis¬ 
tant Steel Castings—130 tonnes. Alloy Steel Castings—LQOO 
tonnes—(N.U.) 

Metallurgical Industries (Non-ferrous) 

M/s Sara Smelting Pvt. Ltd; Saranagar, Sardhana Road, 
Meerut—(Meerat-U.P.V—Tombac Wire—150 tonnes— (N.A.) 

M/s General Electric Co. of India Ltd; Magnet House, 
6, Chittaranjan Avenue, Calcutta-13—(Calcuita-West Bengal) 
—Electric Fans—2,20,000 nos—(S.E.) 

M/s Industrial Cables (India) Ltd; Industrial Area, Rajpura 
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—(Rajpura-Punjab)—Railway Signalling Cables—500 Kms. 

, Control Cables—10 million Core Meters—(N.A.) 

Shri Ram Kumar Gupta, Vishranti’, 46-A Friends Colony, 
New Delhi-14—(Delhi or Haryana)—1. High Temperature 
Cables St Wires with insulation of Polytetra Flusethylene and 
2. Flurocarbor/Polymides & Semilans high Temperature plastic 
material—10 million core meters—-(N.U.) 

M/s Senapathy Whiteley Pvt Ltd; 14, Netaji Road, Banga¬ 
lore-5—(Bangalore-Mysore)— 1 Mica Paper—300. M. tonnes. 
2 Reconstructed & Integrated Mica Products out of Mica 
paper—200 M. tonnes—(N.U.) 

M/s J. Stone St Co. (India) Pvt. Ltd; 16, Turatalla Road, 
Calcutta-53—(Maharashtra)—1. Rotary Switches—34,500 nos. 
2. System Relays—-250 nos.—(N.A.) 

Telecommunication 

M/s Standard Capacitors; 209, Bombay-Poona Road, Pimpri. 
Poona-18—(Poona-Maharashtra)—1. Lacquered M.P. Capaci¬ 
tors for (a) Electric Motors (b) Discharge Lamp (c) High 
Voltage M.P. capacitors for D.C. applications (d) Metallized 
Lacquer film capacitors for low voltage. 2. Metallized Polye¬ 
ster & Polycarbonate film capacitors—6 mill, nos—(N.U.) 

M/s Electronics ^Computers (India) Ltd; A-19, Meerut Road 
Industrial Area, Post Box 56‘ Ghaziabad—(Ghaziabad-U.P.) 
1. Silicon Power Rectifiers (Higher than 30 amps)—20,000 
nos. 2. Silicon Control Rectifiers & S.C. Switches—3 lakh 
nos (less than—amps) and 20,000 nos. (higher than 3o amps)— 
(N.U.) 

Tamil Nandu Industrial Development Corpn. Ltd; 3rd 
Floor, L.L.A. Bldg; 150-A, Anna Salai, Madras-2—(Tamil 
Nadu)T.V. Sets—10,000 nos-(N.U.) 

M/s Emco Esta Capacitors Ltd: 94, Medows Street, Fort, 
Bombay-1—(Thana-Maharashtra) 1. Polyestors Film Capacitors, 
Polystrene Film Capacitors St Poly Capacitors Carbonate Film 
inclt'ding metallised film type and moulded-10 mill, nos—(N.U.) 

Shri V.K. Alimchandani, 301, Prabhu Kutir, Altamount 
Road, Bombay-26—(Maharashtra/Gujarat)—Styroflex Capaci- 
tors/Polyester Capacitors/Mylar Film Capacitors—10 mill, nos 
—(N.U.) 

M/s United Electrical Industries Ltd; P.B. No. 87, Palli- 
mukku, Quilon—(Quilon-Kerala)—Silicon Control Rectifiers 
(less than 30 amp)—3 lakh, 2. Silicon Rectifiers (thicker than 
30 amp)—20,000 nos.—(N.A.) 

M/s N.G E.F. Ltd; P.B. No. 5384, Bangalore-I—(Banglore- 
Mysore)—Silicon Rectifiers of higher current type—20,000 nos 
—(S.E.) 

Shri K.S Taneja, C-338, Defence Colony, New Delhi— 
(Haryana or U.P.)—1. Silicon Diodes/Rectifiers less than 30 
amps—3 lakh nos. 2. Silicon Diodes greater than 30 amps— 
20,000 nos. 3. SCR less than 30 amps—3 lakh nos. 4. SCR 
greater than 30 amps—20,000 nos. 5 Power Transistors—0.5 
mill, nos—(N.U.) 

M/s The Bombay Burmah Trading Corpn. Ltd; 9, Wallace 
Street, Fort, Bombay-1—(Maharashtra)—Kovar Frames—5 
lakh nos—(N.U.) 

M/s The Bombay Burmah Trading Corpn. Ltd; 9, Wallace 
Street, Fort, Bombay-1. Bombay—(Maharashtra)—Connectors— 
5 lakh nos—(N.U.) * 

M/s Hind Rectifiers Ltd; Lake Road, Bhandup, Bombay-78 


—(Bombay-Maharashtra)—Epoxy Moulded Devices—2 million 
nos—(N.U.) 

M s P. A. Bhat St Co., Handloom House, 3rd Floor, 221, 
Dr Dadabhai Naoroji Road, Bombay—(Mysore)—Capacitor 
Ignition Devices—50,000 nos.—(N.U.) 

M is Armcess 'Engineers (P) Ltd; SUP—A, 8 <& 9, Industrial 
Estate, Madras-32—(Tamil Nadu)—Tape Recorders—10,000 nos 
-(N.U.) 

M/s Swofajko Industries, ‘Olympus House’, 29, Netaji 
Subhas Marg, Delhi—(Mathura Road, New Delhi.)—Micro- 
Motors—1 lakh nos—(N.U.) 

Shri Arvind Jain, D-5, Maharani Bugh, New Delhi-14— 
(Ghaziabad-U.P.)—do—Micro-Motars—1 lakh nos—(N.U.) 

M/s Mahindra & Mahindra Ltd; (Electronics Dn.), Worli 
Road No. 13, Worli, Bombay—(Bombay-Maharashtra)— 
Electronic Desk Calculators—2,000 nos—(N.A.) 

Transportation 

M/s Sakun Engg. Works (P) Ltd; H-3/16, Daryaganj, Delhi 
—(Ghaziabad-U. P.)—Pistons—5 lakh nos. Piston pins—8 lakh 
nos. Piston Rings—36 lakh nos. Cylinder Lines—2 lakh nos— 
(N.U.) 

M/s Jaya Hind Electricals, Jaya Hind Industries Bldg; 
Chinchwad, Poona—(Maharashtra/A.P./Delhi)—Oil Filled High 
Tension Coil—1 lakh nos. Epoxy Encapsulated H.T. Coils— 
1 lakh nos. Internal H.T. Coils—0.40 lakh Condensors—6 lakh 
nos—(N.U.) 

Shri Krishnakumar M. Daiya, 304, Cumballa Crest, 42, 
Peddar Road, Bombay-26—(Maharashtra)—Clutch Cover As¬ 
sembly—60,000 nos. Clutch Driven Plates—60,000 nos—(N.U.) 

Shri Hemant Kumar Hashmukh Lai Shroff, Back Block, 4th 
Floor, Mard Bhavan, 11, Sadashiv Lane, V. P. Road, Bombay-4 
—(Bulsar-Gujarat)—Carburettors for Automobiles—1 lakh nos 
-(N.U.) 

Shri Vasantlal Gafurchand Mehta, Vasant Vilas, Banham 
Hall Lane, Girgaum, Bombay-4—(Andheri-Maharashtra)— 
Assorted Carburettors—1 lakh nos—(N.U.) 

M/s Federal Sports; A-2, Industrial Estate, Sanathnagar, 
Hyderabad—(Hyderabad-Andhra Pradesh)—!. Multi speed & 
Brake Hubs—5 lakh nos. 2. Multi Sprocket Free Wheels & 
Derailers—5 lakh sets—(N.U.) 

M/s Teclamit (Hind) Ltd; E-3/12, Jhandewala Ex ten; New 
Delhi—(Calcutta-West Bengal)—1. Car Brake Testers—400 
nos. 2. Tyre Changers—4000 nos. 3. All-in-One Car Wa¬ 
shers—360 nos. 4. Off Car Wheel Balancer—400 nos—(S.E.) 

M/s Swastik Rubber Products Ltd; Swastik House, Behind 
Kirkee Railway Station, Poona—(Poona-Maharashtra)—Oil 
Seals—63 lakh nos—(S.E.) 

M/s Laxmichand Bhagaji Ltd; Ramon House, 169, Backbay 
Reclamation, Bombay-20—(Gujarat)—Crankshafts—25,000 nos 


M/s Trivendrum Rubber Works Ltd; Trivendrum-7— 
(Trivendrum-Kerala)—Bicycle Rims—12 lakh nos—(S.E.) 

Shri A. K. Kedia, c/o Anderson Weight Ltd; 7, Wallessly 
Place, (3rd Floor), Chlcutta-1—(West Bengal) —Carburettors 
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for Engines above 53 co-M lakh nos. Magnetos—<0.80 lakh 
nos—(N.U.) 

Industrial Machinery 

M's Shivprakash Seth, 19, Usha Kiran Carmichael, Road, 
Bombay-26—(Thann-Maharashtra)—Card Clothing lor Woollen 
Industry—*1,95,000 metres—(N.U.) 

M/s Paper Machine Wire Inds. Pvt. Lid; 73. Industrial Area, 

Nasik—(Nasik-Maharashtra)—Four dinier Wire Cloth of:. 

(i) Metallic—48,000 Sq. metres (ii) Synthetic—48,000 sq metres 
—(S.E.) 

M/s Kunal Engg. Co Ltd; Kothari Buildings, 20, Nityam- 
bakkam High Road, Madras-34—(Ambattur-Tamil Nadu)— 
Textile Spindles—4 lakh nos—(S. E.) 

Triveni Engg. Works Ltd; National Insurance Bldg; (1st 
Floor), 5, Parliament Street, New Delhi-1—(Bangalore-Mysore) 
—High Speed Reduction Gears - -192 nos—(N.U ) 

M/s Ralcon Engg. Co. Ltd; Vallabh Vidyanagar—(Vallabh 
Vidyanagar-Gujarat)—Sprocket Wheels for Industrial Roller Sc 
Conveyor Chains for various sizes— 30,000 nos. valued at Rs 24 
lakhs—(N.U.) 

M'sSarabluu Machinery; Ranoli (Western Railway), Distt. 
Bnroda—(Ranoli-Gujurat)—Ejectors foi process Plant-Rs 10 
lakhs—(N. A.) 

Shri Harish C. Sarin; c/o Industrial Consultants, S-62, 
Panchshila Park, New Delhi— (Faridabiid-Haryana)—Mechani¬ 
cal Seals of various sizes and duties-~9,000 nos. worth Rs 90 
lakhs---(N.U. j 

M/s Southern Structurals Ltd; 29-A. Chumiers Road, 
Madras-28—(Pattabhiraman-Tamil Nadu)—1. Mobile Transfer 
Conveyors. 2 Spreaders. 3 Bucket Wheel Excavators. 

4. Stackers. 5. Trippers 6. Reclaimers, 7. Wagon 

loarders 8. Conveyors. (Totul 2,500 tonnes)—(N.A.) 

M/s Greaves Cotton & Co. Ltd; Thapar House 124 r Janpath, 
New Delhi—(Maharashtra)—Diesel Engines in the range of 3.5 
to 70 H. P - 1,50,000 nos.(N.U.) 

Machine Tools 

M/S Lx-CelI-0 India Ltd; 78-B, Dr Annie Besam Road, 
Bombay-18—(Nasik or Aurangabad/Maharashtra)-— Sub. Expan¬ 
sion, 1. Ram Turret Milling Machines--1,300 nos. New 
Articles . 1. Staude Gladiator Windo—20 nos. 2. Pure Park 

Equipment*-20 nos—(S.F./N.A t 

M/s Shri Ambica Mills Ltd; (Machinery Manufacturers Dn ) 
Shri Ambica Mills Premises, Ahmedabad-8—(Vatva-Gujanit) -- 
Plastic Extruders—30 nos — (N.A.) (Ahmcdabad-Gujarat)— 
Blow Moulding Machines (1 litres to 100 litres capacity)-40 
nos—(N.A.) 

Earth Moving Machinery 

M/s Jessop & Co. Ltd; 63. Netaji Subhas Road, Calcutta*! 
—(Dunt Dum-West Bengal)—Snuttle Dumpers (11 tonnes)- -50 
nos. p, a.—(S.E.) 

M/s Excelsior Plants Corpn, Ltd; S-593 Defence Colony, 
New Delhi-3—(Gurgaon-Haryana)—Excavators-E-O-4 type—250 
nos—(N;U.) 

Miscellaneous Industries 

M'S BotrTon Woodcrafts; 77/1-A, Park Street, Calcutta-16 
—(Bankura-West Bengal)—!. Wooden Shoe Lasts St Trees— 4 


lakh pairs. 2. Wooden Furniture* Components—3,000 Cubic 

Metres 

Scientific Instruments 

M/s Diamond Dies Mfg, Corpn; 195 Sgnkey Road, Upper 
Palace Orchards, Bangalore-6- -■ { Bangalore* Mysore)—Wire 
Drawing Diamond Dies—5,000 nos—(N.U.) 

Shri lnder Dutt Blmrgava, Lai Bahadur Shastri Road, 
Kishangarh—(Ajmer-Rajasthan)—Surgical Blades —2 mill. nos. 
Surgical Handles—2 lakh nos—(N.U.) 

Chemicals (Other than Fertilizers) 

M/s National Air Products Ltd; 13/1, Mathura Road, 
Far idabad- III—(Bal labhgarh-Haryana) —Oxygen (Liquid)— 
80,28,000 c.m.~(S.E.) 

M/s Cyanamid India Lid; Nyloc House, 254-D2, Dr A.B, 
Road, Bombay-25 -(Atul-Gujarat)—Fcnitrothion Technical— 
100 tonnes p.a.— (N.A.) 

M/s Lavino Kapur Pvt. Ltd; 501 f D/E, Niranjan, 99, Subhash 
Road, Bombay-2- (Bombay-Maharashtra)—Absorbent Cotton 
-1,200 tonnes—(S.E.) 

M/s Smith & Nephew (India) Ltd; Piosar, Kandyli, Bom- 
bay-67- (Bombny-Muharashtra)—Belladonna Self Adhesive 
Plaster B.P.C. (Capacity will be fixed after two years produc¬ 
tion) -(N.A.) 

M/s Lax mi Industries, Prop; Shri Laxmi Cotton Traders Pvt. 
Ltd; 10, Homi Modi Street, Fort, Bombay-1—(Haryana)—Syn¬ 
thetic Detergents—7,200 tonnes p.a.—(S.E.) 

M/s Shree Synthetics Ltd; Naulakhi, MaksiRoad, Distt: 
IJjjain—(Ujjain-M.P * -Nylon Filament Yarn—2,100 tonnes— 
(S.E.) 

M/s Hindustan Development Corpn. Ltd; Hindu Family 
Building. 27, R.M. Mukhcrjec Road, Calcutta-!—(Maharashtra) 
Caustic Soda—16,500 tonnes— (N.U.) 

M/s Sudarshan Chemical Industries Pvt. Ltd; 162, Walleslcy 
Road, Poona-).*- (Maharashtra)—Organic Pigments—500 tonnes 
- fS.Fj 

M/s Hico Products Pvt. Ltd; 771, Mogal Lane, Mahim, 
Bombay-16—(Thana/Belapur-Maharashtra) Item, (in tonnes p.a.) 
I. Ccilosolvcs/Carbitols—1,500 2. Ethanolamines—1,000 
3. Morpholine—300 4, Dimethyl Ethanolamines—655. Dichloro 
Ethyicthcr—150 6. Dialkyl Phenol Sulphides—40 7. Ter 

Butyl Crcsols— 25 8. Laurgi Mercaptan—60 9. Thicdpro- 
pionic Acid—6 10. Bufylated Hydnoxy Anisole—6 11. Propy- 
lene Uica—50 12. Alkyl Cerberiales—25 13. Dibenzyl 
Disulphide—50 -(N.A) 

M/s Cynamid India Ltd; 254* D2, Dr A.B. Road, Bombay-25 
—(Atiil-Gujaratj— Malathion Technical—500 tonnes—(S.E.) 

Drugs * Pharmaceuticals 

M/s Indian Drugs * Pharmaceuticals Ltd; N*12, South 
Extn. Part-1, RingRoad, New Deihi-49—(Hydcrabad-A-Pradesh) 
—Sulphadimethexinc (Madribon)—20 tonnes p.a.—(N.A.) 

Shri D. R. Gandhi, Prop; Brite Pharmaceuticals Works, 
Noor Mahal Road, Bhopal—(Madhya Pradesh)—Vitamin-C— 
150 tonnes—IN.U.) 

M/s Ranbaxy Laboratories Pvt. Ltd; Okhla, New Delhi— 
(Punjab— Items. Capaaty (in tonnes) 1. Diazapam—4 2. Chlor- 
diazepoxide—8 3. Clofibrate—4—(S.E.) 

M/s Chemo Pharma Laboratories Ltd; Sewri, Bombay-40— 
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(Bombay-Maharashtra)—1, Niacin—40 tonnes p.a. 2. Niaci¬ 
namide—100 tonnes p.a.«3. N.N.H.—100 tonnes p.a.—(S.E.) 

M/s Vibgyor Dyechem Inds. Ltd; 36/13, Easwaran Koil 
Street, Erode—(Erode-Tamil Nadu)—1. Alpha-Napthylamine 
—2000 tonnes. 2. Naphthionic Add—200 tonnes—(N.A.) 

M/sCynamid India Ltd; Nylec House 1 ; 254-D2,Dr A.B. Road, 
Bombay-25—(Atul-Gujarat)—Cycocel Formulations—20 tonnes 
p.a.—(N.A.) 

Textiles 

M/s Tata Mills Ltd; Bombay House, 24-Bruce Street, Fort, 
—Bombay-1— (Bombay-Maharashtra)—Cotton Yarn—9,240 
spindles—(S.E.) 

M/s Sarangpur Cotton Mfg. Co. Ltd; Amraiwadi Road, 
Ahmedabad-8—Ahmedabad-Gujarat)—Cotton Yarn—12,250 
spindles—(S.E.) 

Paper & Pulp ( 

M/s Hindustan Paper Corpn. Ltd; D-44 New Dslhi South 
Extn, Part-11, New Delhi—(Vaikom-Kottayam-Kerala)— I. 
Newsprint—70,000 tonnes. 2. Magazine Paper—10,000 tonnes— 
(N.U.) 

The Baroda Rayon Corpn. Ltd; Great Western Bldg; 1st 
Floor, 130/132, Apollo Street, Fort, Bombay-1—(Bastar or 
Bilaspur-M.P.)—Rayon Grade Pulp—30,000 tonnes—(N.A.) 

M/s Allied Produce Co., H/2, Jangpura Extension, Link 
Road, New Delhi-14- (Paonta Sahib-H.P.)—Wood Pulp& Spe¬ 
ciality Papers—10,000 tonnes—(N.U.) 

M/s Aruna Sugars Ltd; Meco House, 11-A/l Mount Road. 
Madras-2—Pulp & paper (Writing A Printing Paper)—8350 
tonnes—(N.U.) 

M/s Assam Industrial Dev. Corpn. Ltd; Kannacha! Road, 
Silpukhuri, Gauhati—(Assam)—Card Board—6,000 tonnes 
(N.U.) 

M/s Bombay Paper Mfg. Co; 109, Shaikh Memon Street, 
2 nd Floor, Bombay— (Dombivali-Maharashtra)—M.G. Paper— 
4,000 tonnes—(S.E.) 

Food Processing Industries 

Shri G.S. Agrawal; 52, Ashoka Apartments, 68, Napean 
Sea Road, Bombay-5—(Srinagar-J &K)—Concentrated Apple 
Juice—2,00,000 gallons—(N.U.) 

Soap, Cosmetics A Toilet Preparations 

The Delhi Cloth & General Mills Co. Ltd; Bara Hindu 
Rao, Delhi-6—(Dclhi-Union Territory)—Glycerine—365 tonnes 
-(N.A.) 

Leather and Leather Goods 

M/s A. Rafeeq Ahmed & Co.; 34, Broadway, Madras-1— 
(Madras-Tamil Nadu)—(i) E.I. Tanned Skins—5 lakh itos. 
(ii) Finished Leather- 6 lakh nos—(S.E) 

M/s Kamsons; 267, Netaji Subhas Chandra Bose Road, 
Madr:is-1—(Krishnagiri-Dharmapuri-Tamil Nadu)—1. Glove 
Leather—3,60,000—2. Garment leather—22,50,000 sq. 3. Upper 
Leather—3,60,000 4. Lining leather—6,75,000—(N-U.) 

M/s M.A. Khizar Hussain A Sons; 10, Kumarappa Chetty 
Street, Periamet, Madras-3—(Tamil Nadu)—Finished Leather 
from Hides & Calf Skins—4,23,000 nos. Finished leather from 
Skins—86,000 nos—(S.E./N.A.) 

M/s Mysore Sheet Glass Inds; 9-A, New Kishwar Building, 
Bhandarwada Road, Shivaji Park, Bombay-28—(Bangalore- 
Mysore)—Sheet Glass—5.5 mill. sq. meters—(N.U.) 


Shri Krishna Kant Bindal; M/s Bindal A Co., N-62, Pan- 
chshila Park, New Delhi-17—(Alwar-Rajasthan)—Sheet Glass— 
5 mill. sq. meters—(N.U.) 

M/s Maharashtra Wires Figured Glass Co. Ltd; 21/23, 
Dhanji Street, Bombay-3—(Thana-Mabarashtra)— Wired A 
Figured Glass—2 mill. sq. meters—(N.U.) 

M/s Rajdhani Glass Mifg. Inds; 881, East Park Road, Karol 
Bagh, 1st Floor, New Delhi-5—(Rohtak-Hajyana)—Figured A 
Wired Glass—2.5 mill. sq. metres—(N.U.) 

M/s Nation Floated Glass Manufacturing Co., 4-A 
Sudharma Society, St. Xavier’s High School Road, Naranpura, 
Ahmedabad—(Angaleshwar-Gujarat)—Polished Plate Glass, 
Float Glass—10 mill. sq. meters—(N.U.) 

M/s Southern India Glass Industries; 25, Ashoka, Apart¬ 
ments, Napean Sea Road, Bombay-26—(Mysore)—Wired A 
Figured Glass—2 mill. Sq. metres—(N.U) 

Ceramics 

M/s Andhra Pradesh Industrial Dev. Corpn. Ltd; Shankar 
Bhavan, Ground Floor, B--17, Fateh Maidan Road, Hyderabad 
—(Visakhapatnam-A.P.)~Fireclay Bricks—20,000 tonnes. High 
Alumina Refractories—40,000 tonnes—(N.U.) 

M/s Development Corpn. of Vidarbha Ltd; Mahajan Bldg; 
1st Floor, Main Road, Sitabuldi, Nagpur-12—(Chandrapur/ 
Nugpur.-Maharashira)—High T ension Porcelain Insulators — 
3,000 tonnes (N.U.) 

Cement & Gypsum Products 

The Associated Cement Cos. Ltd; Cement House, 121, 
Maharshi (Carve Road, Bombay-20—(Gulbarga-Mysore)—Port¬ 
land Cement—3 lakh tonnes—(S.E.) 

The Cement Corpn of India Ltd; ‘Herald House’, 5-A, 
Bahadur Shah Zafar Marg, New Delhi-1—(Mandsaur-M.P.) 
—Portland Cement—4 lakh tonnes—(S.E.) 

The Associated Cement Cos- Ltd; Cement House, 121, 
Maharshi Karve Rd; Bombay-20—(Kalka-Haryana)—Portland 
Cement—3 lakh tonnes—(S.E.) 

The Ganges Manufacturing Co. Ltd; 7-Councit House, 
Street, Calcutta-1—(Ilarsi-M.P.)—Portland Cement—4 lakh 
tonnes—(N.U.) 

The Associated Cement Cos. Ltd; 121, Maharshi Karve 
Road, Bombay-20—(Pali-Rajasthan)—Portland Cement- 6 . 6 Q .000 
tonnes—(N.U) 

The Delhi Cloth A General Mills Co, Ltd; (Sugar Division) 
(Sanskrit! Bhavan, Jhundcwalan, New Delhi—(Sirohi-Rajas- 
thana)— Portland Cement—8 lakh tonnes—(N.U.) 

M/s J.K. Synthetics Ltd; Kamla Tower, Kanpur—( Ludh iana . 
Punjab)—Portland Cement—1,26,000 tonnes, p.a.—(N.U.) 

M/s Cements A Chemicals India Ltd; 4th Floor Dock 
labour Board Bldg; First Line Beach, Madras-1—(Chanaka- 
Maharashtra)—Portland Cement—3,30,000 tonnes—(N.U.) 

The Cement Corpn. of India Ltd; ‘Herald House, 5-A, 
Bahadur Shah Zafar Marg, New Delhi—(Bilaspur-M.P.)— 
Portland Blast Furnace Cement—6 lakh tonnes p.a. (N‘U.) 

Chang* in Namei (Owners/Under takings) 

(Information pertains to particular licences only) 

M/s Gaskets & Oilseals Pvt. Ltd. to M/s Gaskes A Radia- 
tors Pvt Ltd. 

M/s J.N. Sharma A Sods, Industrial Area, Faridabsd. to 
M/s Suraj Lamp Industries (P) Ltd; New Delhi. 

R»mm&y22, 1974 
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RECORDS 

AMD 

snmsncs 


Wholesale prices 


the prices of groundnut oil, 
gingelly oil and venaspati not¬ 
withstanding a rise in the 


prices of coconut oil and mus¬ 
tard oil Enhanced prices of 
eggs, fish and meat pushed up 
the index for ‘fish, eggs and 
meat' 4.9 per cent to 403 8. 
The sub-group index for “sugar 
allied products** receded by 
2.5 per cent to 292.8 due to 
a fall in the prices of gur. 
A rise of 5.6 per cent to 210.3 
ip the sub-group index for 
‘.‘other food articles]’ was 
brought about by an * advance 
in the prices of spices and 
condiments and betelnuts. The 


prices of tea and coffee* how¬ 
ever, declined. 

Liquor and tobacco 

The index for this group 
rose by 0.5 per cent to 250.3 
due to an increase in the prices 
of raw tobacco. 

Fuel, power, light and lubricants 

The index for this group 
rose sharply by 21.3 per cent 
to 236.0 due to an increase in 
the prices of kerosene oil, pet- 


The official wholesale prices 
as measured by the official 
index (with the year ended 
March, 1962 as 100) recorded 
a rise of 1.8 per cent to 260.0 
during November, 1973 as 
against 255.4 for October, 
1973. During the month under 
review, the movement of the 
constituent groups was as fol¬ 
lows; ‘food articles’ (-[-0.6 per 
cent), ‘liquor and tobacco, 
(+0.5 per cent), ‘fuel, power, 
light & lubricants* (+21.3 per 
cent), ‘industrial raw materials’, 
(—2.1 per cent), ‘chemicals, 

(—1.5 per cent), ‘machinery 
& transport equipment’ (+0.3 
per cent), and ‘manufactures* 
(+3.7 per cent). 

Food articles 

Higher prices of all the 
cereals (except barley which 
showed a fail) raised the sub¬ 
group index for “cereals” by 
4.5 per cent to 278.9. The 
sub-group index for “pulses” 
advanced by 6.2 per cent to 
439.0 due to an increase in 
the prices of gram, arhur, 
moong and masur, The prices 
of urad, however, declined. On 
the whole, the index for “food- 
grains” went up by 5.2 percent 
to 308.0. Higher prices of 
potatoes, onions, oranges and 
bananas raised the sub-group 
index for “fruits & vegetables” 
by 3.3 per, cent to 291.7. How¬ 
ever, the prices of cashewnuts 
witnessed a nominal fall. Lower 
prices of milk and ghee brought 
down the index for “milk and 
milk products” by 4.9 per 
cent to 295.1, although the 
price of butter advanced. The 
sub-group index for “edible 
oils” drifted lower by 6,3 per 
cent to 336.1 due to a fall in 


Index Numbers of Wholesale Prices by Group & Sub-Groups 

Group & sub-groups Nov. 73* Oct. 73* Nov. IT 


(Base: 1961-62^)00) 

Percentage rise (+) or 
_fafi (~) 

Nov. 1973 Nov. 1973 


Oct. 1973 Nov. 1972 


Food Articles 

301.2 

299.5 

244.5 

+0.6 

*4 

-23.2 

Foodgrains 

308.0 

292.0 

253.1 

+5.2 

-■ 

-21.7 

Cereals 

278.9 

266.8 

230.5 

+4.5 

-■ 

-21.0 

Pulses 

439.0 

410.7 

355.1 

+6.9 


-23.6 

Fruits & vegetables 

291.7 

282.4 

223.6 

+3.3 

- 

-30.5 

Milk & milk products 

295.1 

310.4 

231.8 

-4.9 

- 

-27.3 

Edible oils 

336.1 

358.6 

242.1 

—6.3 

“f 

-38.8 

Fish, eggs & meat 

403.8 

385.0 

273.7 

+4.9 

- 

-47.5 

Sugar & allied products 

292.8 

300.3 

289.4 

— 

-2.5 

+1.2 

Others 

210.3 

199.2 

163.9 

+5.6 

+28.3 

Liquor & tobacco 

250.3 

249.1 

239.3 

+0.5 

+4.6 

Fuel, power, light & lubricants 

236.0 

194.6 

181.4 

+21.3 

- 

-30.1 

Industrial raw materials 

298.1 

304.5 

213.1 

— 

-2.1 

- 

-39.9 

Fibres 

232.6 

235.6 

175.7 

— 

-1.3 

- 

-32.4 

Oilseeds 

370.0 

384.7 

246.1 

— 

-3.8 

- 

-50.3 

Minerals 

145.0 

145.0 

139.1 

Nil 

+4.2 

Others 

275.8 

270.6 

216.2 

+1.9 

+27.6 

Chemicals 

214.6 

211.3 

202.0 

- 

-1.6 


+6.2 

Machinery & transport Equipment 

181.7 

181.1 

169.6 

- 

-0.3 


-7.1 

Electrical machinery. 

182.9 

182.4 

171.0 

- 

-0.3 


--7.0 

Non-electrical machinery 

197.2 

196.5 

180.9 


-0.4 


—9.0 

Transport equipment 

152.7 

152.4 

148.1 

- 

-0.2 


--3.1 

Manufactures 

214.5 

206.8 

176.9 

- 

-3.7 

- 

-21.3 

Intermediate products 

289.7 

276.9 

214.3 

- 

-4.6 

- 

-35.2 

Finished products 

196.3 

189.9 

167.9 

- 

-3.4 

- 

L I6.9 

Textiles 

195.0 

188.8 

167.3 

- 

|-3.3 

- 

-16.6 

Cotton manufactures 

189.9 

183.6 

165.7 


[-3.4 

- 

h-14.6 

Jute manufactures 

201.9 

195.1 

180.1 

- 

(-3.5 

- 

[-12.1 

Silk and rayon manufactures. 

181.1 

175.0 

126.8 

- 

f-3.5 

- 

(-42.8 

Woollen manufactures 

324.7 

324.7 

212.0 

Nil 

r- 

-53.2 

Coir mats and mattings 

201.4 

201.4 

187.8 

Nil 

+7.2 

Metal products 

243.5 

226.4 

200.0 

* 

(-7.6 

- 

[-21.8 

Non-metaJIic products 

193.1 

190.0 

161.7 

- 

-1.6 

- 

-19.4 

Chemical products 

173.0 

170.3 

155.8 

- 

(-1.6 

- 

-11.0 

Leather prducts 

107.3 

107.3 

100.1 

Nil 


+7.2 

Rubber products 

163.5 

163.5 

159.3 

Nil 


--2.6 

Paper products 

149.5 

147.1 

137.3 

+.1,6 


--8.9 

Oil cakes 

328.2 

329.1 

238.2 

s 

=0.3 

+37.8 

Miscellaneous products 

132.9 

132.6 

124.3 

+0.2 


+6.9 

All commodities 

260.0 

255.4 

210.6 

+1.8 

+23.5 


Source: Office of the Economic Adviser, Ministry of Industrial Development. 
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fol, aviation spirit, dictjel oil 
and lubricating oil. However, 
the price of castor oil recorded 
a fall. 

jtadustrial raw materials 

1 The sub-group index for 
‘‘fibres'’ fell by 1.3 per cent 
to 232.6 due to a fall in 
the prices of raw cotton, 
raw mesta and raw hemp, 
although the prices of raw wool, 
raw silk and coir fibre ad¬ 
vanced. Lower prices of ground¬ 
nuts/ castorsecd and gingelly 
seed brought down the sub¬ 
group index for ‘‘oilseeds" by 
3.8 per cent to 370.0. How¬ 
ever, the prices of linseed rape 
seed, cottonseed and copra 
advanced. The sub-group index 
for “minerals" stood stationary 
at its previous months level 
of 145.0. Higher prices of 
tanning materials and lac 
raised the sub-group index for 
“other industrial raw materials" 
by 1.9 per cent to 275.8 not¬ 
withstanding a fall in the prices 
of raw hides and raw skins. 


Finished products 

The sub-group index for 
“textiles" moved up by 
3.3 per cent to 195.0 owing 
to an increase in the prices of 
cotton manufactures (4-3. 4per 
cent to 189.9), jute manu¬ 
factures (+3.5 per cent to 
201.9) and silk and silk rayon 
manufactures (+3.5 per cent 
to 181.1), The indices for 
woollen manufactures and coir 
mats, mattings stood stationary 
at their previous months levels 
of 324.7 and 201.4 respectively. 

"Metal products" advanced 
by 7.6 per cent to 243.5 due 
to a rise in the prices of iron & 
steel manufactures and cut¬ 
lery and hardware. The sub¬ 
group index for non-metallic 
products rose by 1.6 per cent 
to 193.1 due to an advance in 
the prices of bricks and tiles, 
glass manufactures and pot¬ 
tery goods. "Chemical pro¬ 
ducts" also moved up by 1.6 
per cent to 173.0 duo to a rise 
m the prices of fertilizers, 
paints and varnishes, dyeing 
materials, essential oils and 


insecticides. The sub-group 
indices for “leather pro¬ 
ducts" and “rubber products” 
remained unchanged at their 
previous month level’s of 107.3 
and 163.4 respectively. The 
sub-group index for “paper 
products" advanced by 1.6 
percent to 149.5. “Oil cakes", 
recorded a slight fall of 0 .3 per 
cent to 328.2. The sub-group 
index for “miscellaneous pro¬ 
ducts" went up by 0.2 per cent 
to 132.9 owing to an increase 
in the prices of lamps & lan¬ 
terns. On the whole, the index 
for “finished products" regis¬ 
tered u rise of 3.4 per cent to 
196.3 during the month under 
review. 

Chemicals 

The index for this group 
registered a rise of 1.6 per 
cent to 214.6 due to an increase 
in the prices of sodium hydro- 
sulphitc, caluium carbide and 
carbon dioxide. 

Machinery and transport 
equipment 

The sub-group index for 


electrical machinery moved 
up slightly by 0,3 per cent to 
182.9. The sub-group index 
for “non-electrical machinery" 
advanced by 0.4 per cent to 
197.2 owing to an increase 
in the prices of tools and im¬ 
plements. 

“Transport equipment" also 
went up by 0.2 per cent to 
152.7 due to a rise in the prices 4 
of cycles. 

Manufactures 

The index for the “manu¬ 
factures" group which is com¬ 
prised of intermediate products 
and finished products, advanc¬ 
ed by 3.7 per cent lo 214.5. 

Intermediate products 

Higher prices of cotton yarn, 
coir yum, pig iron, semis 
(billets), zinc, brass, copper, 
tin, lead and linseed oil, raised 
the index for "intermediate 
products" by 4.6 per cent to 
289.7. The prices of rayon 
yarn and leather, however, 
noticed a full. 


(Base: 1970-71-100) 


1973 1974 

Weekended ---- -----— 

Jan. 27* Dec. 29 Jan. 5 Jan. 12 Jan. 19 Jan. 26 


Government and semi-government securities 

98.7 

98.8 

98.8 

98.8 

98.8 

98.8 

Government of India 

98.3 

98.4 

98.4 

98.4 

98.4 

98.4 

State governments 

99.9 

99.8 

99.8 

99.8 

99.8 

99.8 

Scitii-govcmmcnl institutions 

100.7 

100.8 

100.8 

100.8 

100.8 

100.8 

Debentures 

97.7 

97.1 

97.1 

97.1 

97.1 

97.1 

Preference shares 

93.8 

94.9 

94.3 

94.3 

94.3 

94.3 

Ordinary shares 

96.2 

117.5 

115.7 

115.3 

116.4 

117.4 

Tea plantations 

97.5 

96.1 

95.5 

95.5 

96.1 

96.2 

Cotton textiles 

97.8 

137.4 

135.0 

134.7 

137.8 

140.3 

Jute textiles 

115.6 

157.7 

155.9 

153.6 

153.7 

154.1 

Silk, woollen and rayon textiles 

110.3 

137.2 

135.5 

136.0 

137.5 

137.6 

Iron & steel 

51.2 

61.7 

59.9 

60.6 

61.2 

63.0 

Aluminium 

72.9 

79.3 

78.6 

76.5 

76.7 

75.7 

Transport equipment 

Electrical machinery, apparatus. 

80.6 

92.0 

89.6 

90.4 

91.0 

91.6 

appliances etc. 

106.4 

124.8 

124.4 

123.8 

123.7 

124.2 

Chemical fertilisers 

111.8 

166.4 

163.7 

162.6 

166.7 

172.0 

Other basic industrial chemicals 

99.8 

116.4 

113.1 

114.0 

116.0 

117.7 

Cement 

94.9 

107.4 

105.9 

103.2 

102.0 

102.6 

Paper «\nd paper products 

101.8 

143.1 

140.9 

139.1 

139.6 

139.7 

Rubber and rubber products 

84.3 

111.1 

110.4 

108.1 

109.2 

109.7 

Electricity generation and supply 

80.1 

84.6 

84.2 

84.2 

84.4 

84.5 

Shipping 

98.6 

122.1 

117.7 

122.2 

121.5 

122.0 


A. 


* Relates to the last week of the month. 
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Reserve Bank of Indio (Rs lakhs) 


Scheduled Commercial Bonks (Rs lakhs) 


Issue Department 
Notes held in bank¬ 

Jan, 25 
1974 

A week 
ago 

A month 
ago 

A year 
ago 

ing department 

23,39 

27,58 

52,33 

21,72 

Notes in circulation 

5,797,88 

5,812,18 

5,639,19 

4,915,47 

Total notes issued 

5,821,27 

5,839,76 

5,691,52 

4,937,19 

Gold coin and bullion 

182,53 

182,53 

' 182,53 

182,53 

Foreign securities 

101,74 

101,74 

101,74 

171,65 

Rupee coin 
Government of In¬ 

11,67 

10,16 

11,90 

I8,6t> 

dia rupee securities 
Banking Department 
Deposits of central 

5,525,33 

5,545,33 

5,395,35 

4,564,34 

government 

Deposit of state go¬ 

52,76 

52,01 

56,81 

55,66 

vernments 

13,69 

11,93 

6,13 

10,66 

Deposits of banks 

771.15 

793,34 

680,71 

290.21 

Other deposits 

75,56 

71,80 

76,64 

72,00 

Other liabilities 

Total liabilities or 

1,267,13 

1,265,94 

1,246,50 

1,041,79 

assets 

2,180,29 

2,195,01 

2,066,78 

1,470,32 

Notes and coins 

23,44 

27,64 

52,39 

21,78 

Balances held abroad 

Loans and adavances 

237,26 

216,75 

241,24 

175,53 

State governments 
Scheduled com¬ 

211,25 

200,98 

173,56 

144,94 

mercial banks 
State co-opera¬ 

229,40 

291,33 

211,38 

6,79 

tive banks 

Other loans and 

357,68 

358,17 

349,50 

354,61 

advances 

Bills Purchased and 
Discounted 

185,98 

179,45 

173,86 

107,74 

Internal 

Government trea¬ 

149,43 

142,42 

109,53 

1,23 

sury bills 

287,62 

262,64 

218,39 

. 198,48 

Investments 

423,08 

441,92 

463,12 

413,98 

Other assets 

75,15 

73,71 

73,81 

45,24 


1 . Demand de¬ 
posits 

Jan 25. 
1974 

4.198,56, 

A week 
ago 

4,181,72 

A month 
ago 

4,136,43 

A year 
ago 

3,526,13 

2 . l ime deposits 

5,903,43 

5,871,01 

5,815,87 

4,796,99 

4. Aggregate de¬ 
posits 

10,101,99 

10,052,73 

9,952,30 

8,323,12 

4. Borrowings from 
Reserve Bank 

229,40 

291,33 

211,39 

6,79 

5. Cash 

240,63 

249,57 

261.73 

214,56 

6 . Balances with 
Reserve Bank 

753,99 

778,21 

662,40 

274,98 

7. Cash and balan¬ 
ces with Reserve 
Bank 

994,62 

1,027,78 

924,13 

489,54 

8 . Investment in 
government 
securities 

2,371,82 

2,369,82 

2,354,08 

2,231,19 

9. Advances 

5,737,38 

5,750,36 

5,641,25 

4,607,16 

10. Inland bills 
purchased and 
discounted 

899,27 

920,00 

897,23 

755,00 

11 . Foreign bills 
purchased and 
discounted 

356,84 

354,38 

325,17 

236,14 

12. Total bank cre¬ 
dit 

6.993,49 

7,024,74 

6,863,65 

5,598,30 

13. Percentage of: 

(7) to (3) 

9.85 

10.22 

9.29 

5.88 

(8)to (3) 

23.48 

23.57 

25.65 

26.81 

(12) to (3) 

69.23 

69.88 

68.97 

67.25 


Source: Reserve Bank of India. 


Money Supply with the Public 


(Rs crores) 


1973 1974 


Week ended 


Money supply with the public 
Currency with the public. 

Other deposits with the Reserve Bank 
Bank money 

Factors affecting money supply (,1+2+3-H—5—6) 

1. Net Bank credit to government sector 

(a) Reserve Bank's net credit to government sector 

(b) Banks credit to government sector 

2. Net bank credit to commercial sector 

Of which: Banks’ *net credit to commercial sector (a—b) 

(a) Claims on commercial sector 

(b) Non-monetary liabilities of banks 

3. Net foreign exchange assets of banking sector . 

4. Government’s net currency liabilities to the public 

5. Net non-monetary liabilities of the Reserve Bank 

6 . Residual 


Jan. 19 

Dee. 21 

Dec. 28 

Jan. 4 

Jan. 11 

Jan. 18 

8,740 

10,137 

10,094 

10,206 

10,295 

10,314 

5,076 

5,838 

5,800 

5,848 

5,950 

5,986 

42 

55 

40 

35 

36 

35 

3,622 

4,244 

4,254 

4,423 

4,309 

4,293 

7,479 

8,631 

8,546 

8,687 

8,713 

8,758 

5,217 

6,179 

6,101 

6,227 

6,264 

6,298 

2,262 

2,452 

2,445 

2,460 

2,449 

2,460 

2,004 

2,340 

2,392 

2,483 

2,454 

2,529 

1,794 

1,973 

2,010 

2,090 

2,048 

2,108 

6,829 

8,072 

8,117 

8,217 

8,187 

8,275 

5,035 

6,099 

6,107 

6,125 

6,139 

6,167 

529 

531 

531 

499 

507 

507 

443 

452 

469 

471 

472 

471 

1,063 

1,229 

1,245 

1,269 

•1,275 

1,265 

652 

588 

599 

665 

576 

686 


"Excluding Reserve Bank. 


Source: Reserve Bank of India. 
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Consumer Price Index Numbers for Industrial Workers 


h * 


an 

Centre 

J965- 

1967- 

1968- 

1969- 

1970- 

1971- 

1972- 

1972 




1973 




lh< 


66 

68 

69 

70 

71 

72 

71 - 



















a t 


-n- nit ir i . rgi i - - 1 







Oct 

Apr. 

May 

June 

July 

Aug. 

Sept. 

Oct. 






(Base: 1949- 

100 ) 




- 






All-India 

169 

213 

212 

215 

226 

233 

251 

254 

269 

277 

283 

295 

300 

301 

309 

to 

th 





(Base: 1960= 

100 ) 









ra 

All-India 

— 

— 

174 

177 

186 

192 

207 

209 

221 

228 

233 

243 

247 

248 

254 

aV 

Ahmedabad 

130 

168 

165 

169 

176 

181 

198 

198 

222 

224 

230 

236 

233 

242 

247 

ra 

Alwayc 

145 

183 

198 

197 

198 

202 

215 

218 

226 

239 

260 

275 

287 

273 

273 

VC 

Asansoi 

140 

168 

176 

178 

189 

194 

206 

211 

216 

222 

226 

234 

241 

— 

— 

m 

Bangalore 

144 

IT2 

180 

183 

186 

194 

212 

214 

234 

243 

247 

250 

258 

275 

275 

sc 

Bhavnagar 

132 

173 

176 

178 

186 

194 

217 

216 

253 

258 

256 

266 

265 

266 

277 

& 

3. 

Bombay 

130 

162 

167 

175 

182 

190 

203 

203 

217 

225 

230 

235 

227 

228 

228 

Calcutta 

131 

163 

170 

172 

182 

187 

197 

204 

204 

211 

213 

217 

220 

222 

240 

e 1 

Coimbatore 

132 

151 

147 

154 

163 

177 

189 

188 

199 

201 

204 

210 

211 

212 

214 

S( 

Delhi 

136 

172 

178 

185 

199 

211 

222 

223 

235 

241 

250 

256 

259 

264 

272 

a* 

Digboi 

138 

198 

185 

180 

189 

188 

198 

198 

209 

216 

222 

232 

232 

230 

230 

r< 

Gwalior 

139 

191 

179 

184 

191 

197 

214 

213 

243 

244 

249 

263 

265 

258 

272 

a 

Howrah 

137 

178 

181 

176 

186 

191 

206 

212 

212 

218 

219 

225 

229 

234 

249 

0 

Hyderabad 

140 

167 

173 

185 

189 

195 

211 

212 

229 

239 

205 

255 

253 

247 

249 

t, 

Jamshedpur 

136 

183 

171 

170 

183 

187 

202 

210 

217 

224 

229 

258 

249 

244 

254 

r 

Madras 

134 

151 

150 

160 

170 

182 

203 

203 

213 

217 

221 

226 

226 

224 

226 

St 

Madurai 

128 

146 

148 

162 

183 

193 

206 

205 

212 

218 

221 

228 

231 

231 

237 

t 

Monghyr 

151 

215 

185 

188 

203 

204 

225 

234 

249 

255 

256 

264 

278 

_. 

— 

V 

Mundakayam 

138 

173 

186 

191 

197 

199 

210 

212 

218 

237 

253 

267 

279 

269 

266 

< 

Nagpur 

138 

164 

166 

176 

187 

192 

203 

204 

210 

217 

220 

259 

260 

261 

260 


Saharanpur 

141 

188 

176 

181 

186 

196 

213 

212 

222 

228 

232 

241 

246 


... 


Sholapur 

128 

165 

167 

176 

185 

198 

216 

218 

240 

248 

259 

281 

275 

281 

279 


Sonse: Labour Bureau, Govt, of India 

Consumer Price Index Numbers for Urban Non-Manual Employees 


(Base: 1960=100) 



1965- 

66 

1967- 

68 

1968- 

69 

1969- 

70 

1970- 

71 

1971- 

72 

1972- 

73 

1972 



1973 



Aug. 

Mar. 

Apl. 

May 

June 

July 

Aug, 

All-India 

132 

159 

161 

167 

174 

180 

192 

199 

199 

202 

207 

211 

216 

218 

Bombay 

132 

153 

156 

162 

168 

172 

183 

182 

191 

195 

201 

206 

208 

202 

Delhi^Ncw Delhi 

131 

154 

162 

168 

174 

180 

190 

190 

193 

195 

198 

205 

208 

215 

Calcutta 

126 

152 

156 

162 

170 

174 

180 

182 

181 

184 

189 

193 

197 

199 

Madras 

133 

154 

154 

161 

175 

188 

204 

201 

213 

214 

218 

222 

224 

228 

Hydcrabad-Secundcrabad 

133 

155 

159 

167 

174 

180 

195 

192 

206 

208 

218 

216 

220 

222 

Bangalore 

133 

156 

160 

164 

172 

180 

194 

190 

204 

212 

212 

215 

220 

223 

Lucknow 

132 

159 

156 

161 

166 

174 

185 

186 

193 

192 

198 

202 

207 

215 

Ahmedabad 

131 

160 

162 

168 

171 

173 

188 

183 

203 

205 

212 

218 

221 

215 

Jaipur 

133 

162 

168 

176 

183 

188 

205 

207 

214 

216 

221 

227 

233 

246 

Patna 

139 

170 

174 

180 

191 

190 

199 

200 

203 

205 

209 

216 

219 

224 

Srinagar 

134 

160 

J67 

174 

184 

191 

200 

199 

203 

204 

205 

206 

209 

213 

Trivandrum 

131 

165 

168 

172 

178 

184 

198 

198 

206 

208 

213 

218 

225 

230 

Cuttack-Bhubuncswar 

142 

164 

167 

169 

176 

184 

196 

198 

198 

200 

206 

208 

214 

216 

Bhopal 

133 

166 

166 

172 

180 

188 

204 

205 

210 

213 

215 

224 

233 

237 

Chandigarh 

129 

155 

164 

171 

178 

183 

194 

196 

198 

198 

200 

206 

209 

217 

Shillong 

123 

155 

163 

164 

—*_ 

166 

175 

183 

183 

196 

193 

191 

196 

202 

208 

.. ^ 


Soume: C.S.O. 
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Elections and 
the budget 


Tun prime minister, speaking on Thursday 
last about the election results, confessed 
that she was not elated. She had no reason 
to be. The days of the massive mandate 
are no longer with her. All that she has wow 
-got is one more chance to mend the economic policies of the government and end the 
avoidable spell of stagnation she has imposed on the country's economic growth. In 
Orissa she would depend on the CPI to forma government. In Uttar Pradesh she 
has escaped loss of majority by the skin of her teeth. In fact, her party might easily 
have had the ground cut from under its feet had only the opposition forces brought 
themselves together in a more intelligent manner. An electoral alliance between the 
BKD, the Jana Sangh and the Congress (O) could have effectively consolidated the 
protest vote and placed the prime minister's party very much on the defensive. 


The prime minister claims that she has the capacity to look beyond an event 
and evaluate its implications. She should now make good this claim. The Congress 
<0) has ceased to be an active political factor not only in UP, where Mr C.B. Gupta has 
been put out, but also in Tamil Nadu, where Mr Kamaraj has been downed. The 
Swatantra, like the Cheshire cat, is no longer there or, indeed, very much any¬ 
where and even the grin is disappearing. As against this, at the level of the states, 
the BK.D has emeiged as an effective opposition force in UP. The Jana Sangh lias 
nlso strengthened itself in that state and it is logical to suppose that its influence has 
grown and will be growing in Rajasthan and Madhya Pradesh. 


Gujarat is a special case. Mrs Gandhi's party stands completely discredited 
there. This makes it just possible for the Congress (O) to attempt limited reincarna¬ 
tion as a state party in that part of the country. If Mr Morarji Dcsai, as an 
elder statesman, could give a realistic lead to his partymen in that state and guide 
them to establish an effective working relationship with the Jana Sangh, Mrs Gandhi's 
position will become quite vulnerable in Gujarat. In the restive neighbouring state 
of Maharashtra, again, the numerical strength of the prime minister's party in the state 
legislature has ceased to refbet its current standing with the electorate. In this ease, 
too, instead of the almost blank cheque which the public gave the prime minister’s 
party only a few years ago, Mrs Gandhi has now to reckon with the embarrassment 
of an overdrawn bank account. The sum of it all, then, is that the prime minister 
is now left with Jess than two years before the next general election is held for Parlia¬ 
ment to show to the country that she has stopped misgoverning it and started giving 
it clean and good administration. 


To put all this somewhat differently, Mrs Gandhi has now a fair chance of 
allowing her paity to develop into a truly centrist political force capable of com¬ 
manding a genuine consensus in the country in support.of a sound policy of economic 
growth which would also promote social welfare. If she does not seize this chance 
out of false notions of personal vanity or political prestige, she will surely be committ¬ 
ing her party to become a prisoner of the communists in the short period and falling 
a prey to truly reactionary forces over a slightly longer period. The question whether 
the people arc with Mrs Gandhi is no lo lger relevant. What is in fact important 
is the question whether she is with the people. 

It is against this background that the latest central budget should he judgedT 
It should be said at once that, to the extent the Finance minister has been responsible 
for the policies of this budget, he deserves a cheer for at least indicating that the 
prime mihisler and the government ought to go along with the people and not against 
them. It is true enough that there arc many technical and some basic economic 
lapses in his budget. For instance, an attempt has been made only to linker with the 
problem posed by deficit financing and not to come to grips with it. Short-term 
economic stability, which has become the paramount issue of economic policy for 
the year ahead, is still being trifled with. Far too much faith is being placed on the 
possibility of a more-than-average rabi crop restraining prices and helping to promote an 
expansion of the gross national product. Nevertheless, it must be said to the credit 
of the central budget that its investment pattern shows some awareness of the urgent 
lieeds of the economy. We need immediately more coal, more steel, more electricity 
and more nqn-ferrous metals and other key industrial raw materials if the economy is to 
achieve any kind of dynamic equilibrium in the context of pressures, both external and 
internal. There is always a tendency for critics of budgetary policies to concentrate on 
how the budget rupee is obtained rather than on how it is used. This may not 
always be an unsound approach but, on the present occasion, it would be much more 
valid to dwell on the obvious utility and relevance of the investment allocations for 
the core sector of the economy. 

The Finance minister has been justly praised for restoring Some fairness and 
reasonableness to the structure of the income tax. If the sacrifice in 
revenue involved in the general reduction in income-tax rates is not to remain 
notional as anticipated by Mr Chavaa, the administration of %ht tax will have 
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to become not only more efficient but also 
unsparing in tracking down and punishing 
evasion. The premium on evasion has 
been reduced but it hos'hot been elimina¬ 
ted, as indeed it can never be. The gov¬ 
ernment now owes it to the country to see 
that such evasion as may still b_ prac¬ 
tised is treated as a serious offence 
against society and punished without 
fear or favour. 

The upward revision of the wealth-lax 
is obviously a sop thrown to the Cerberus 
of Radicalism. If more revenue from this 
source is really the object, more efficient 
or honest administration of the tax should 
have been the answer. Mr Chavun has 
a|so attempted to play to the gallery by 
adding to the burden of the surtax on 
companies. The surtax is fundamentally 
an unsound fiscal measure since it does 
nothing to discourage higher prices being 
charged, while it docs everything to 
encourage lack of discipline in production 
costs or company expenditures. At a time 
when additions lo the corpus of national 
savings need to be encouraged from every 
possible source and when the corporate 
sector particularly has to be helped to 
become self-reliant lo a substantial extent 
in financing its expansion, this proposal 
has little to recommend it. 

So far as the excise duties are con¬ 
cerned, there is little room for criticism 
except perhaps of stray details. What 
could be protested, however, is Mr Chavan’s 
decision to leave an uncovered budget 
deficit. This is not wise at all given the 
continuing inflationary pressures. We 
personally would have thought it safer and 
better for the economy had the foodgrain 
subsidy been entirely abolished. Procure¬ 
ment prices (or controlled distribution) 
are now essentially a plaything of political 
expediency and it is only right that the 
consumer should feel directly what this 
policy really costs. In terms of this logic 
we have no hesitation in welcoming the 
revision of postal, telegraph and telephone 
rates. The public must be brought face 
to face with the fact that trade, union 
greed, labour indiscipline and managerial 
inefficiency arc all things for which the 
community must pay. It is only in this 
manner that resistance may develop in the 
nation towards incompetence or waste in 
government or self-aggrandi/emcnt on 
the part of privileged categories of wor¬ 
kers. As it is there is too much permis¬ 
siveness in public attitudes towards 
inefficient or corrupt administration or 
mawkishness in public sentiment in 
favour of strikes, go-slow or similar acts 
of aggression on the part of strategically 
placed or politically motivated sections of 
labour in control of key areas of the 
nation’s economy or the life of the 
community. 


Mishra's 
unholy trinity 

h is quite some time since the Railways 
ceased lo be solvent. The present Railway 
minister need not therefore be specially 
condemned for landing his charge once 
again in the red. Nevertheless we must 
insist on Mr L. N. Mishra wearing some 
sack doth and ashes since the year 1973-74 
has been a particularly evil year for the 
Railways. Mr Mishra himself has admitted 
that it has been the worst year lor many 
decades. He has blamed the state of the 
national economy, the deterioration in 
staff discipline and the impact of the Pay 
Commission's recommendations for con¬ 
verting an anticipated surplus of Rs 23.86 
crores for the current year into a deficit 
of Rs 99.75 crores. This loss of profita¬ 
bility of Railway operations, however, 
does not provide the full measure of the 
deterioration in the operational efficiency 
of the Railway Board. It is worth noting 
that the Railways expect to handle only 
192 million tonnes of originating traffic 
in the year ending March 1974. Mr Mishra 
says that this will be the lowest tonnage 
since 1963-64. This, however, is only 
part of the ugly fact. The rest of it is 
that this will also be the tonnage moved 
at the highest cost per unit in all the 
history of the Indian Railways. The pity 
is that no end is in sight for this mournful 
tale of a rake's progress. 

The public is being asked to pay in 
the new financial year an additional sum 
of Rs 136.38 crores on account of the in¬ 
creased freight rates or passenger fares. 
Lvcn then Railway finance would still 
be in deficit since there will be an un¬ 
covered gap of Rs 52.79 crores in the 
payment of dividend to general revenues. 
It is necessary to add that Railway finances 
could even fare worse than this if, for 
one thing, the expected improvement of 
25 million tonnes in goods traffic does not 
materialize. This means that Mr Mishra, 
in fact, is gambling on the unholy trinity 
of national economic stagnation, staff 
indiscipline and runaway operating ex¬ 
pense ratio being somehow merciful to 
him and misbehaving less than they 
might. 

The Railway minister lvas decided to 
charge more for the movement of iron 
ore and coal on the ground that the present 
freight structure does not even cover the 
cost of transporting these materials. He 
has however hesitated to extend this logic 
to foodgrains because the government, 
given the sharp decline in its standing 
with the public, is just not in a position 


to face Parliament or the people on this- 

S articular i$stte. Mr I^fisbira lays that the 
Always lost nearly Rs 26 crores in 
1972-73 in carrying foodgrains. He ex¬ 
pects this loss to go up to Rs 47.49 crores. 
in 1974-75. Unremunerative freight rates* 
for the transport of foodgrains thus amount 
to a concealed but substantial subsidy. It 
is clear that only part of this subsidy may- 
benefit low-income buyers of foodgrains 
. from ration shops or fair price shops. 
This part, again, may quite possibly be a 
small one. In other words, by carrying 
foodgrains at freight rates which do not 
cover the cost of this operatioh, the Rail¬ 
ways are mainly subsidizing the foodgrain 
trade which, incidentally, is being criti¬ 
cized for hoarding and profiteering. The 
Railway minister nevertheless has spoken 
in this connection of “this heavy social 
burden'*. Language, evidently, may be put 
to strange uses. Incidentally, Mr Mishra 
has not condescended to tell us what 
percentage would be added to the price of 
foodgrains in ration shops if the Rail¬ 
ways were It) charge freight at rates, 
which would at least cover the cost of 
transport. 

The total additional revenue expected 
from changes in freight rates is Rs 84.22 
crores, the increase in respect of coal 
alone being Rs 39.33 crores and in respect 
of other commodities Rs 44.89 crores. 
It remains to be seen where and to what 
extent industrial costs or the competi¬ 
tiveness of exports would be affected. 
There is however no need to speculate 
similarly about the impact of the aggre¬ 
gate additional imposition of Rs 42.6f> 
crores on the travelling public of whom 111 
Class passengers would contribute Rs 
34 56 crores. Mr Mishra himself says 
that it is government’s policy to discourage* 
rail travel. Saying it, however, is not 
the same thing as meaning it. Will the 
Railway minister, for instance, have the 
courage to suggest to the Home minister 
and the Finance minister that PTO faci¬ 
lities should be withdrawn from central 
government employees? Will he, again* 
have a word with the minister for Tourism 
and ask him to stop the Indian Tourism 
Development Corporation from cons¬ 
tructing lower-priced hotels intended 
mainly for domestic tourists? The brutal 
truth is that the Railway minister merely 
intends to make almost all classes of 
passengers, and particularly III Class, 
passengers, pay more and, not indeed 
travel less, but travel worse. Almost* 
but not all, suburban traffic has not been 
touched although this is being carried at 
a loss. The government, evidently, dare 
not risk bogies being burnt on the Bom¬ 
bay suburban electric train network. 
The Shiv Sena, in other words, has 
had a hand in framing this Railway 
Budget. 
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Exporters in 

session 

Thu Export Convention organized by 
the Federation of Indian Export Organiza¬ 
tions and the Punjab, Haryana and Delhi 
Chamber of Commerce and Industry, 
which was held in New Delhi on the 20th 
and the 21st of February, was right in 
many ways. It was the right kind of discus¬ 
sion conducted by the right people at the 
right time in the right place. On the side of 
trade and industry there were businessmen 
with proven records of earnest export 
orientation and, in many cases, high ex¬ 
port performance. The convention gave 
them an opportunity of meeting high 
officials of the central government en¬ 
gaged in chores related to the export effort 
and discussing with them government 
policies or government-trade relations 
in the area of export promotion. 

Characteristic of the businesslike app¬ 
roach of the convention were the discus¬ 
sion groups set up to consider in a const¬ 
ructive way the export situation or out¬ 
look with regard to specific categories of 
commodities, namely, engineering goods, 
handicrafts, leather and leather manufac¬ 
tures, processed foods, sports goods and 
woollen textiles. Each of these groups, 
except that on handicrafts, was presided 
over jointly by the chairman of the Ex¬ 
port Promotion Council concerned and a 
senior official of the ministry of Com¬ 
merce. In the case of handicrafts, the 
Development Commissioner, All India 
Handicrafts Board, was one of the co- 
chairmen while the other was a director 
from the ministry of Commerce. This 
arrangement not only ensured that 
there could be a dialogue between govern¬ 
ment and ofporlers on the practical 
considerations relating to the export 
effort but also produced a climate of 
consultation conducive to the government 
taking action promptly on the suggestions 
worked out by the groups. 

Added to all this work at the convention 
was the bonus of a couple or so of un¬ 
usually well-informed and constructive 
speeches by ministers incharge of some of 
the economic ministries. 

Mr Raunaq Singh, who is the president 
of the Federation of Indian Export Organi¬ 
zations as well as chairman of the Punjab, 
Haryana and Delhi Chamber of Commerce 
and Industry, in his address at the inaugu¬ 
ral session, made what was more than a 
merely ritual contribution to the proceed¬ 
ings of the convention. He dealt in an 
objective manner both with the country's 
export performance in 1972-73 and the 
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challenges and opportunities which the 
year ahead is likely to throw up. He did 
not mince words in underlining the basic 
importance of a satisfactory raw material, 
power and transport position if exports 
axe to increase enough to help the country 
tide over the very grave balance of pay¬ 
ments difficulties it is bound to come 
across as a result of the increase in oil 
prices. 

There was however one observation of 
his which did not strike the right note. 
He said that without export incentives, 
our non-lraditional items did not have 
a chance of selling abroad. This assess¬ 
ment, we should imagine, will have to be 
qualified in terms of recent developments 
in international costs and prices. Al¬ 
though there may be particular cases 
where the export of Indian goods may still 
have to be sustained or stimulated by ex¬ 
port incentives, it does not seem to be 
any longer true that Indian exports are 
generally at a disadvantage vis-a-vis ex¬ 
ports from relevant competing countries 
in most of the markets of the world. Mr 
S. Bhoothalingam, Director-General of 
the National Council of Applied Economic 
Research, who spoke briefly at the con¬ 
vention, touched on this subject, but he 
did not go beyond entering a plea that the 
export trade should consider whether it 
could not dispense with props. In our 
view, the point needs to be put more firm¬ 
ly and frankly and we would suggest that 
the lime has come for an austere review 
of the whole scheme or structure of ex¬ 
port incentives, particularly cash subsi¬ 
dies involving tax-payers’ money. 

It is not at all far-fetched to suspect 
that export incentives, particularly cash 
subsidies, may, in many cases, be acting 
as an encouragement to Indian exporters 
not to exert themselves to get the best 
possible prices in overseas markets. It 
must be firmly recognized that it is not 


the only purpose of exports that exporters 
should be able to make money, It is even 
more important that the nation should 
gain through optimal earnings pf foreign 
exchange. The basic justification for ex¬ 
ports is that the exporting country is, 
broadly speaking, in a position to manu¬ 
facture the export goods at comparable 
costs and sell them at competitive prices. 
In the case of many conimodities which 
India is exporting, this condition is for¬ 
tunately now being met, and there, is no 
reason at all why more and more of our 
export goods should not be drawn into 
this category. Export incentives, particu¬ 
larly subsidies, may, beyond a point or 
under certain circumstances, very well 
defeat t his purpose. Not only Mr Raunaq 
Singh but many other leaders or spokes¬ 
men or the export trade spoke strongly 
of the high importance of sufficient avail¬ 
ability of raw materials, power, transport 
and credit facilities for export production. 
Here they were wholly justified, and once 
the national economy, despite its limita¬ 
tions or difficulties, has managed to re¬ 
lease the resources for exports, it has every 
right to expect that the export trade will, 
in its turn, make an optimum contribu¬ 
tion to national resources or receipts. 

In this context, the minister for Indust¬ 
rial Development, Mr C. Subramaniam, 
rightly asked for semi-manufactures being 
exported rather than raw materials and 
manufactures rather than semi-manu¬ 
factures. He said that the country should 
aim at raising the value added by manu¬ 
facture in the case of each and every item 
of export. Tins is a reasonable proposi¬ 
tion, provided it is not pushed too far. 
Assuming that the government’s policies 
are sufficiently helpful to the various pro¬ 
cessing and manufacturing industries, 
there is no reason why the contents of our 
export trade should not become more and 
more sophisticated. This does not 
however mean that Mr T.A, Pai, the minis- 


Eastern Economist Budget Number 

The next issue of EASTERN ECONOMIST dated March 8 will be a special 
number devoted to a discussion of the central budget. As in the previous 
years, this Budget Number will present an analysis of the budget proposals 
and a study ot the budget documents in the larger economic context as 
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ter tor Heavy Industry, Was right when he 
made some rigid prescriptions. He said, 
for instance, that the country should not 
export steel tubes and that it should ex¬ 
port bicycles instead. Unfortunately, a 
bicycle is not just a couple of wheels con¬ 
nected by a number of steel lubes. It is a 
fairly sophisticated engineering product 
and those who use it in western countries 
or in other economically advanced socie¬ 
ties arc choosy about certain attributes 
of the machine, such as lightness, speed, 
easy manoeuvrability and a certain refine¬ 
ment in styling and appearance. The Indian 
bicycle industry has only just begun 
developing capacity to compete in world 
markets on these exacting terms and it is 
completely unrealistic on the part of Mr 
Pai to suggest that if only the Indian 
steel tube manufacturers decide not to 
export steel tubes hereafter, a ready mar¬ 


ket will be created for Indian bicycles in 
other countries. 

The point is that turning a trick 
or two will not help exports subs¬ 
tantially. What is needed is that emphasis 
should be placed squarely on the increased 
availability of the various kinds of domes¬ 
tic resources required for export produc¬ 
tion. and then the growth of export pro¬ 
duction should be set within the frame¬ 
work of wide-ranging industrial develop¬ 
ment in terms both of scale of output and 
quality of products. It is to be hoped that 
the papers prepared by the various work¬ 
ing groups at the Export Convention will 
assist the government in framing both a 
high-priority programme for increasing 
exports in the short period and a long¬ 
term scheme of export-oriented industrial 
development. 


also been heavy buying of silver and the 
increase in open market prices in London 
and New York have come about in a 
sensational manner* The cornering of 
available supplies and hoarding by the 
Arab countries have resulted in the 
quotation rising by over 200 cents an 
ounce in a few weeks. The rupee 
equivalent of the New York and London 
prices is much higher than those of the 
Bombay and Delhi bullion markets oh the 
same dates. The currency muddle and 
the convulsions in the international trade 
situation have led to a selling of currency 
surpluses and buying of the precious 
metals. 

These trends in the exchange and 
bullion markets are likely to be in 
evidence in the whole of this year until 
the readjustment to the new situation is 
completed and the external parities 
of the difFcrnt currencies get realigned in a 
workable manner. So far however the 
whole discussion among the major oil 
consuming countries has centred around 
the effect of higher oil piices on the 
balance of trade. There has not been 
much talk of how the adverse effects will 
be countered by higher j'rices for exports 
of western countries and to what extent 
the process of erosion of export surpluses 
of the wealthy nations will be stopped or 
reversed. Everything of course is depen¬ 
dent on the level at which oil prices will 
get stabilised and the ability of the 
members of the Organisation of Petroleum 
Exporting Countries to continue to wield 
oil as a political weapon. 

One thing at least has become clear. 
The oil exporting countries have reached 
the limit of exploitation of their advantage 
in respect of large exportable surpluses 
of crude oil. It can now be expected that 
the negotiations for a new level of prices 
will, result in a stabilisation of the price 
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Australia into the 
Seventies 

The editor visited Australia t 
early in January this year to have 
a look at the Australian economy 
and politics in the light of India's 
growing economic and political 
relations with that country. He 
ahares his information and Impre¬ 
ssions with u the readers of 
Eastern Economist in a special 
18-page survey, "Australia Into 
the Seventies", appearing elaa- 
where in this issue. 


Oil and 
monetary 

muddle 

This International currency and oil 
situations are getting more and more 
complicated and even experts are unable 
to visualise with any reasonable degree of 
precision what the course of events in 
the coming months and years will be. 
The speculation about the future of paper 
currencies is so wild that violent fluctua¬ 
tions arc taking place in the external 
parities of the currencies of developed 
countries. Recently, there was a serious 
controversy over the action of France in 
floating the franc independently disregard¬ 
ing the agreement with the members of 
the Common Market to adhere to the 
joint floating system. The other ECM 
members excepting the UK and Italy 
decided to continue the joint float and the 
French franc got devalued against other 
currencies by over five per cent. The 
Japanese yen has been steadily declining 
in Value against the dollar as well as the 
West German mark and there has been a 
depreciation in the external value of the 
yen by over 50 per cent from t lie peak in 
spite of heavy selling of dollars, by the 
Japanese Central Bank. The US dollar 
has firmed up steadily in recent weeks and 
the US administration was concerned 
over the reduced competitive ability of its 
exports and the curbs on the outflow of 
dollars on capital account were relaxed. 

These trends in the international 
currency situation in recent months are 
in strong contrast with those noticed 
immediately after the second devaluation 
of the US dollar in February 1973. Then 


the French franc, West German mark and 
Japanese yen were strongly favoured and 
the US dollai was an unwanted currency. 
For a time the speculation in gold in the 
free market subsided and it was thought 
that its value would get stabilised around 
dollars 100 per ounce and it would be 
possible for the International Monetary 
Fund to lake a decision in regard to the 
official price for gold and refix also the 
external parities of the strong currencies 
in consultation with the Big Ten. The 
oil crisis however has changed completely 
the complexion of international trade and 
what were considered strong currencies 
are no longer so invulnerable. Never 
before such a chaotic situation has 
developed in the international trade and 
currency situation and the prosperous 
western Europe is now wondering how it 
will retain its pre-eminence in the world 
economy. Japan for its part is feeling 
extremely sore as its strong position has 
been assailed and it is now being seriously 
examined how the readjustment to the 
new situation should be effected. 

The difficulty in visualising what 
exactly will be the counter-measures 
adopted by the developed countries and 
at what level and in what manner inter¬ 
national trade will be conducted in the 
coming months has been responsible for 
the hectic activity in the bullion markets, 
in the principal world centres. In the 
earlier crises gold was mainly the subject 
of soeculation and the rates oscillated in 
wide limits with the qoutation reaching 
nearly $145 per ounce before the devalua¬ 
tion of the US dollar and revaluation of 
olher strong currencies took place. The 
rate came down to $ 90 per ounce after 
the confusion subsided. Recently, however, 
the upward trend has been resumed and 
gold was quoting around $ 148 an ounce 
in the middle of February. There has 


350 


¥AMK 1.1974 



of crude around dollars 7-S per barrel 
This anticipation even may be wrong and 
if the fresh efforts to switchover to other 
forms of energy and to develop new sources 
of oil prove successful there may be a 
further decline in prices to dollars 5-6 per 
barrel. However, with the higher cost 
of other forms of energy and the heavy 
expenditure that will have to be incurred 
for producing shale oil or nuclcur energy 
the Arab countries stand to gain additio¬ 
nally at least dollars three per barrel from 
the level of mid-1973. There will clearly 
be a minimum advantage of dollars ten 
billion to the middle east and west Asian 
countries annually over a period and im¬ 
mediately over dollars 20 billion in 1974 
alone. How is this shift in trade surpluses 
to be accounted for or neutralised to the 
maximum extent possible? 

The western countries are now seriously 
examining how they can retain their pre¬ 
eminence in the world economy and suck 
back the surpluses of the middle-east 
and west Asian countries. If the bilateral 
deals being concluded with Saudi Arabia 
and Iran by Britain and France are any 
indication there will obviously be an 
attempt to charge higher prices for exports 
of finished goods against imports of oils. 
This process may result in an absorption 
of the additional trade surpluses of the 
oil exporting countries by about 50 per 
cent. The oil nations will thus be richer 
than before and Saudi Arabia, Kuwait, 
Libya and Iran may not know what to do 
with their residual surpluses. The sug¬ 
gestion has therefore been made that a 
new development bank should he formed 
for extending aid to the poor developing 
countries while some portion of the sur¬ 
pluses may be made available to the 
International Monetary Fund and the 
World Bank. 

West Germany, Holland, the USA and 
some other nations are probably confi¬ 
dent of achieving trade surpluses even 
under the altered circumstances. But it 
will be difficult for France, Britain and 
Japan to avoid the emergence of deficits 
and the ability to bridge the trade gap is 
dependent on the increase in world prices 
for fiinshed goods and the level of trade 
under the new conditions. So far as 
India is concerned, the latest develop¬ 
ments have upset the calculations of the 
planners and it has become necessary to 
earn additionally Rs 700 crores through 
exports in 1974-75 as compared to 1972-73 
for meeting the additional cost of the 
oil bill alone. There will be another addi¬ 
tion to the import bill of about Rs 500 
crores in respect of other imports due to 
higher prices. The surplus of 1972-73 
to the extent of Rs. 185 crores is expect¬ 
ed to be converted into a deficit of about 
Rs 200 crores m 1973-74. This deficit 


would have been larger but for the avail¬ 
ability of two million tonnes of foodgrains 
on loan from the Soviet Union. It must 
be said, however, that the deficit of Rs 
200 crores in 1973-74 would not have 
arisen had it not been necessary to import 
nearly two million tonnes of foodgrains 
on a commercial basis. 

Assuming therefore that under different 
conditions Indian exports would have 
paid for imports in 1973-74, the main 
problem in 1974-75 relates to the financ¬ 
ing of additional cost of oil imports of 
Rs 700 crores and the increase in the 
cost of other imports of Rs 500 crores. 
Against this rise in the value of imports by 
Rs 1200 crores, there can be an augmenta¬ 
tion of export earnings from gunnies by Rs 
125 crores, sugar Rs 125 crores, cloth and 
yarn by Rs 75 crores and under engineer¬ 
ing goods, plantation products and 
iron ore by at least Rs 200 crores. Jt 
may thus be possible to raise exports 
to around Rs 3,000 crores m 1974-75 
while imports would have risen to Rs 
3500 crores if there were no restrictions 
on the quantum of imports of oil and 


petroleum products, fertilisers and other 
items. It should be possible however 
to effect a considerable reduction in im¬ 
ports of steel, fertilisers and base metal 
with an increase in indigenous production 
following a better uIilisation of existing 
capacity. 

In this manner the gap can be nar¬ 
rowed to manageable proportions. But 
the new export effort should not result 
in further accentuation of inflationary 
pressures within the country. Also, if 
the government does not recognise the 
force of the “imported'’ iuflationery pres¬ 
sures and does not suitably revise prices 
for controlled commodities and provide 
new incentives the situation may get out 
of control. Hvcrything depends on the 
promptness with which new issues are 
tackled and the government’s prepared¬ 
ness to adopt new policies for activising 
the industrial economy and getting the 
best out of the existing facilities. What 
is done in 1974-75 will determine the pace 
of progress in the remaining years of the 
fifth Plan if at all it gets off to a good 


start. 




Microfilm Edition of Eastern Economist 


EASTERN ECONOMIST, for the benefit of Its readers, both at 
home and abroad, has made arrangements with University Microfilms 
of Ann Arbor, Michigan',""USA, for the latter undertaking the reproduc¬ 
tion of Eastern Economist on microfilm and through xerographic 
copies. 

This arrangement covers for the present back issues of Eastern 
Economist starting from January 1971. The question of including Issues 
from earlier years in this arrangement is under consideration. 

University Microfilms will be sending the relevant literature to 
prospective microfilm subscribers. It is believed that this service 
will be of particular interest and value to libraries, business houses, 
firms, government offices and other institutions which may find it useful 
to maintain files of Eastern Economist for record and reference. 

Prospective microfilm subscribers may address their enquiries to: 
Serial Publications University Microfilms, 300 North Zeeb Road, Ann 
Arbor, Michigan 48106, USA. 
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POMS OF VIEW 

Coal and oil scarcity: 

N. Mahal Ingam the way out 


Tins crisis in the oil situation has brought 
to the forefront the importance of devi¬ 
sing measures which will be helpful in redu¬ 
cing consumption of petroleum products. 
The main emphasis will naturally have to 
be on the generation of large blocks of 
power through intensive exploitation of 
hydel resources and the erection of coal 
based thermal .stations at pitheads in 
such a way that large quantities of power 
can l>c exported to areas which are not 
so beneficially endowed with coal reserves. 
The railways too will have to think of 
establishing their own captive generating 
sets in the coal belts of Bihar, West Bengal, 
Madhya Pradesh, Orissa, Maharashtra and 
Andhra Pradesh besides according the 
highest priority for electric traction. The 
steel plants should have their own captive 
generators. In all these schemes, the 
union ministry of Steel and Mines has a 
crucial role to play. Never before in the 
history of economic development of our 
country has the harnessing of power and 
coal resources become more important 
than it is now. 

electric traction 

While power generation, hydel and 
thermal, should be maximised and the 
development of electric traction accorded 
the highest priority, in order to reduce the 
pace of dieselisation of railways and use 
economically available coal resources, the 
coal industry itself will have to be helped 
to raise its output spectacularly. In the 
light of recent developments it may be 
necessary to increase raisings over 160 
million tonnes or even 175 million tonnes 
by 1978-79 from about 80 million tonnes 
at the present moment. This calls for an 
increase in output by over 20 per cent 
annually on a sustained basis. Immedia¬ 
tely, an increase in raisings to 100 million 
tonnes and even 120 million tonnes can 
be effected in the next two years with 
belter use of the existing capacity of the 
collieries and introduction of mechanisa¬ 
tion in coal mines where already some 
progress had been recorded. 

It is equally important that new areas 
in Madhya Pradesh, Maharashtra and 


Andhra Pradesh are developed with a view 
to making available coaJ to the deficit 
regions in the western, north-western and 
southern regions without adding heavily 
to the responsibility of the railways. I am 
sure that the desired progress can be made 
in coal mining with the greater awareness 
shown by the government latterly in res¬ 
pect of outstanding problems. However, 
it will also be necessary to rationalise the 
movement of coal and relieve the bottlen¬ 
ecks in regard to loading and despatching 
in railway sidings, in the colliery areas. 

1 am happy to note that this aspect of 
the problem is being looked into and the 
facilities for movement of coal by rail in 
the important producing centres are propo¬ 
sed to be improved and modernised. 

direct gassification 

While the use of coal has to be deli¬ 
berately encouraged for steam and electric 
traction by the railways and for produ¬ 
cing electricity in thermal stations, it has 
also to be examined how coal can be used 
for direct gassification and distillation in 
order to reduce pressure on petroleum 
products!In this direction, prompt action 
is called for by the union ministry of Steel 
and Mines. The new minister, Mr K.D. 
Malaviya, has been quick to realise the 
importance of stepping up coal produc¬ 
tion to even 95 million tonnes in 1974-75 
for meeting the new challenge posed by 
the oil crisis. Towards the same, negoti¬ 
ations are under way with the labour uni¬ 
ons for a revision of the wage structure 
and for improving productivity. With a 
better use of the existing capacity of the 
developed collieries there can surely be a 
big increase in output with no interruption 
to working and no shortage of power. 

The problems affecting the coal indus¬ 
try have to be viewed in an entirely new 
perspective and additional allocations of 
final resources has to be made for develop¬ 
ment of existing mines and new areas. 
With the introduction of mechanisation 
where already spine progress had been 
made in earlier years in the well-managed 
collieries, the desired progress can be 
achieved realise the short-term results. 


It may be recalled that the Mining and 
Allied Machinery Corporation JLld, at 
Ranchi was unable to utilise its capacity 
fully because the consumption of coal did 
not increase on the anticipated scale in 
the second and third Plan periods. With 
increasing use of oil for many industrial 
purposes and a hastening of the pace of 
dieselisation, the targets for coal produc¬ 
tion were revised downward and actual 
output was considerably below earlier 
expectations. There was also no difficulty 
in regard to the availability of wagons and 
large stocks were always maintained at 
the pitheads. The loan provided by the 
World Bank for implementing a pro¬ 
gramme of mechanisation of mines was 
not therefore fully used and the mining 
and allied machinery unit in the public 
sector had little work to do and heavy 
losses were incurred because it was not 
designed to produce equipment other than 
coal mining machinery. 

changed situation 

The situation, however, has vastly chan¬ 
ged in recent years and there has been a 
pronounced increase in (he consumption of 
coal for generation of electricity, manufac¬ 
ture of cement and for meeting the needs 
of engineering units. The steel industry is 
requiring large quantities of coking coal 
and with the commissioning of the Bokaro 
plant, the requirement will increase hence¬ 
forth at a faster rate than ever before. 
The special problems of metallurgical coal 
producers have to be tackled in a different 
way. 

Even otherwise the demand for non¬ 
coking coal is bound to rise spectacularly 
as the change-over from furnace oil to 
coal by itself will stimulate consumption 
of the solid fuel. It was not long ago 
disclosed officially that nearly 50 per cent 
of the consumption of furnace oil was on 
account of thermal stations. If over two 
million tonnes of furnace oil have to be 
displaced by coal, easily five million tonnes 
of the latter will be required. Again new 
thermal capacity on a large scale is pro¬ 
posed to be created in the coming years 
while strenuous efforts are also being 
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made to improve the operating efficiency 
of the existing stations. 

It has been roughly computed that 
about 40 million tonnes of non-coking 
coal will be required additionally by ther¬ 
mal stations by 1978-79, suggesting that 
about SO per cent of the extra production 
at the end of the next Plan period will be 
for the generation of electricity. If mam¬ 
moth thermal stations are located at 
pitheads the railways can be relieved of 
the responsibility of transporting about 
75 per cent of this quantity. The oil 
crisis, however, will require an upward 
revision or the coal production target as 
the cement units will have to be compelled 
to use only coal even if they arc located 
in remote areas. The manufacture of 
fertilizers too will henceforth be based as 
far as possible on coal. Two large sized 
fertilizer units are under construction at 
Ramagundam in Andhra Pradesh and Tal- 
cherin Orissa. Both these plants are 
scheduled to be completed in 1975-76 and 
the coal requirement of each unit will be 
around 1.5 millions tonnes annually when 
in full operation. The construction work 
on the Korba plant in Madhya Pradesh is 
also to be expedited, while there are pro¬ 
posals for establishing three more large¬ 
sized coal based fertilizer plants. 

In view of the experience gained al¬ 
ready in the erection of this type of ferti¬ 
lizer plants, it will not be unreasonable to 
expect that three more units can be com¬ 
pleted by 1978-79, if early decisions are 
taken to implement them. The con¬ 
sumption of coal of these units will then 
be 10 million tonnes annually. As the 
technique of direct gassification of coal 
has been perfected, the economics of the 
working of these fertilizer plants will 
compare more than favourably. in the 
present context, with that of units using 
naphtha as feedstock, in spite of higher 
capital costs. 

great boon 

The process of direct gassification of 
coal evolved by West Germany and 
other countries should be considered a 
great boon for nations having large coal 
reserves. Already it has been success¬ 
fully demonstrated in this country that 
even a highly inferior type of solid fuel 
like lignite oan be gassiSed to produce 
urea in the Neyveli fertilizer project. It 
can be surely expected that the new 
large-sized coal based fertilizer uaits 
will mark the beginning of a bright chap¬ 
ter in the history of the country’s ferti¬ 
lizer industry dispensing with dependence 
on feed stocks having a large foreign ex¬ 


change content. While this development 
is to be greatly welcomed as contributing 
to a larger availability of inorganic ma¬ 
nures and displacement of the consump¬ 
tion of petroleum products, it will also 
have to be examined how the process of 
direct gassification of coal cm be utilised 
for supplying coal gas for industrial and 
cooking uses and for also being bottled 
in cylinders to be used for even driving 
the present petrol vehicles. 

It has even been suggested that a 
determined effort should be made to pro¬ 
duce synthetic petrol though the earlier 
experiments were given up due to the 
high cost involved relatively to cheap 
crude oil. The whole concept of cost has 
undergone a change with recent startling 
developnenls in the international oil situa¬ 
tion. The Central Fuel Research Com¬ 
mittee is intending to carry out pilot 
plant trials for producing synthetic petrol 
of coal and it has also been pointed out 
out that Assam coal will be ideally suited 
for this purpose. These results will, how¬ 
ever, take time to reach the state of com¬ 
mercial exploitation. Meanwhile it will 
have to be decided to create excess capacity 
at the direct gassification fertilizer plants 
for supplying to neighbouring important 
industrial units requiring gas as fuel after 
being suitably treated. 

cost factor 

In my discussions with technical ex¬ 
ports I have gained the impression that 
direct gassification of coal can be attempt¬ 
ed for utilising gas for industrial purposes 
and for operating motor vehicles. The 
calorific value will naturally be lower 
than that of hydrocarbons. But the cost 
factor in the present circumstances and 
the opportunity for effecting considerable 
savings in foreign exchange has every¬ 
thing to commend in favour of direct 
gassification of coal and even incurring 
expenditure for purification of gas and 
elimination of other elements with suit¬ 
able treatment for enriching the calorific 
value. The difficulties that may be ex¬ 
perienced in bottling coal gas can, it is 
stated be overcome by using heavier high 
pressure cylinders as in the case of chlo¬ 
rine or oxygen. The outlay on heavy 
cylinders can be minimised if coal gas 
is mixed in suitable proportions with 
liquid petroleum gas, kerosene or light 
diesel oil. 

I learn that with a suitable mix of 
petroleum products and coal gas, with 
the latter forming the bigger proportion, 
the bottling of the mixture in the existing 
type of LPG cylinders can be more 


ms mm 

profitably attempted. In western Euroj 
“town gas” is used in this manner an 
it is quite likely that the use of coul *. j 
substitution of petroleum products nts 
gain greater popularity in Britain, Wfe. 
Germany and other countries which lia\ 
abundant coal reserves. 

In any case, it will be highly wortl 
while to conduct research work on hot 
direct gassification of coal can be mod 
to displace the consumption of petroleur 
products and effect saving in foreign e» 
change expenditure. The attempt mad 
by the late B.C. Roy to supply pip* 
gas to the Calcutta Metropolitan Are 
with the erection of coke ovens in Durga 
pur, in the heart of the coal belt, cai 
also be advantageously repeated in othe 
areas. 

coal grids 

It is encouraging to note that th< 
Council of Scientific and Industrial Ra 
search is seized of the importance o 
gassifying coal for reducing consumptioi 
of petroleum products. It was indicate! 
by the Director-General of CSIR, D 
Y. Nuyudamma, at a seminar held re 
ccntly in Madras that two coal grids ar 
being contemplated, one in the north am 
another in the south. The Regiona 
Research Laboratory in Hyderabad wil 
be in charge of the southern gfi< 
and a low temperature carbonisation plaa> 
based on Singareni coal is to be erectet 
at a cost of Rs 8.5 crores. The northen 
grid will be looked after by the Centra 
Fuel Research Institute. It was alsc 
disclosed by the former union rainisto 
for Steel and Mines recently that it wat 
being examined how town gas plants could 
be installed for meeting local require- 1 
meats. The major cities of Bombay and 
Calcutta are already having gas plant: 
for supply to consumers through mains 
only. 

The existing facilities have natural^ 
to be expanded in these two metropolitan 
centres. There will also have to be gac 
plants for other urban areas, though the 
main problem will relate to the use of 
coal gas as a substitute for petroleum 
products wherever possible. The latest 
developments clearly emphasise the new 
importance of coal in our country’s 
economy and it is only to be hoped that 
concrete results will be secured before, 
long out of the new experiments. I have 
no doubt in my mind that the new chal¬ 
lenge posed by the- International oil 
crisis can be successfully met by making' 
appropriate use for our vast resources of 
water and coal. 
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Career prospects for ■■— 

business economists 


Min thi: shifting of emphasis from agri- 
lulture t6 trade and industry in the later 
lalf of the 20lh century, economic analysis 
md forecasting have gained importance 
n business houses, organisations of trade 
md industry and government departments 
intrusted with the promotion of trrdc, 
'ommercc and allied activities. Before 
1950. there were practically no specialised 
education centres for training professional 
economists for career in business. It 
was only after World War f! that a number 
of British and American universities star¬ 
ted special programmes for the training 
of economists who intended to become 
professional economists in indusliy, trade 
and commerce. In most of these univer¬ 
sities Business Economics courser arc 
offered either as full-time post-graduate 
programmes of two to three years' dura¬ 
tion after the first degree or of one-year 
duration after some post-graduate train¬ 
ing in areas of economies and commerce. 

tools of analysis 

In a recent survey'- conducted in 
the UK it has been found that business 
economists make frequent use of the fol¬ 
lowing tools of economic analysis for busi¬ 
ness forecasting and allied services which 
they arc called uppn to provide to various 
functional sections and departments in a 
business house: 

1. Price elasticity of demand. 

2. Income elasticity of demand. 

3. Opportunity cost. 

4. The Multiplier. 

5. Propoensity to consume. 

6. Marginal revenue product. 

7. Speculation moti\c. 

8. Production function. 

9. Balanced growth. 

10. Liquidity preference. 

The business economist has a very 
important role to play in assistingmanage¬ 
ment in using increasingly specialised skills 

‘Alexander, KJW, and Kemp, ACL; The 
1. oiwniisr in Business—A Bunei\ p. 26. 


and sophisticated techniques required in 
business planning and decision making. 
He has to study external and internal fac¬ 
tors affecting business. Studies of ex¬ 
ternal factors or environment involve ana¬ 
lysis and forecasting of general business 
conditions, prices, national income and 
output, volume of trade, economic trends, 
business cycles, demand prospects, money 
market, likely prices of raw materials, 
competition, outlook for government's 
economic policies and regulations, etc. 

field of operations 

The study of internal factors involve 
questions of pricing, volume of operation, 
investment, expansion or contraction, 
modernisation, rehabilitation, diversifica¬ 
tion, etc. A business economist has to 
assist the management in budgeting and 
prompt planning, formulation of produc¬ 
tion schedules and inventory policies, 
wage and price policies and various other 
management areas. 

Specifically a business economist is 
usually called upon to assist the following 
service areas: 

(a) Sales forecasting. 

(b) Industrial market research. 

(c) Economic analysis of competing 
companies. 

(d) Pricing problems of the enterprise. 

(c) Capital projects and project evalu¬ 
ation. 

(f) Product programmes, scheduling 
procurements, production and des¬ 
patches. 

(g) Security, investment analysis and 
forecasting. 

(h) Advice on trade and public rela¬ 
tions. 

(i) Advice on primary commodities, 

(jl Advice on f oreign exchange, trade 

promotion, tariff aiikd, non-tariff 
barriers, , , 

(k) Economic ^analysis for agricultural 
production, marketing, 

(l) Forecasting business conditions 


and their likely impact on the 
enterprise. 

In our country, with the advent of eco¬ 
nomic planning and with the important 
role assigned to both private and public 
sectors, realisation has grown that econo¬ 
mic research based on analysis of business 
conditions is important both for industry* 
and trade. Almost all banks, insurance 
companies and financial institutions have 
employed a team of economic analysts 
whose main job is lo keep a watch over 
business conditions ami assist the manage¬ 
ment in studying the market and taking 
decisions, This article attempts to assess 
job opportunities in various areas avail¬ 
able to qualified and trained business- 
economists in our country. This article 
is based on a quick survey which the au¬ 
thor undertook recently and the infor¬ 
mation supplied by different organisations, 
■— regarding economists engaged by them 
in various capacities. An attempt has 
also been made to locate the areas in the 
academic world where economists trained 
in business applications can be gainfully 
employed as faculty members for various- 
educational training and research pro¬ 
grammes. ■ 

specialised courses 

Almost all, Indian univcisities have by 
now established full-fledged departments, 
of Commerce and Business Management 
where post-graduate programmes in comi- 
merce and management me offered. 
Some of .these universities also provide 
specialise^ diploma and certificate courses.. 
A glance at the syllabi and courses of read¬ 
ings of these programmes will reveal that 
economic content in these programmes is 
something between 25 to 50 per cent of the 
course contents and teachers handling, 
these courses are expected \o fee economists: 
trained in application of various economic 

theories to business conditions, . 

! * 

' In additidn to universities, institutes 6f 
management at Ahmedabad, Calcutta and, 
Bangalore ‘ allso provide excellent' 
opportunities fat teaching and researcli 
positions in areas of business economics, 
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The Institute of Public Administration also 
employs economists up to the rank of se¬ 
nior professors whose main task is to or¬ 
ganise training programmes tailor-made 
to the requirements of officials from go¬ 
vernment and business. Eight coopera¬ 
tive training colleges run under the aus¬ 
pices of Committee for Cooperative Train¬ 
ing, a large number of cooperative training 
centres in collaboration with state coope¬ 
rative unions. National Institute of Co¬ 
operative Management at Poona, Co¬ 
operative Bankers' Training College run 
by Reserve Bank of India, Institute of 
Financial Management and Research and 
Indian Institute of Personnel Management 
also provide research and leaching pro¬ 
grammes meant for professionals. Train¬ 
ed business economists arc mote suited 
for their security. In these programmes 
emphasis is on application-oriented econo¬ 
mics courses. 

coaching programmes 

Professional bodies such as Institute of 
Chartered Accountants, Institute of Com¬ 
pany Secretaries, Institute of Cost & 
Works Accountants, Institute of Bankers, 
etc , have also their coaching programmes 
— a good number of these being run and 
managed by economists with background 
of business studies. Specialised organi¬ 
sations such as National Institute of Bank 
Management, Institute of Public Enter¬ 
prises, National Productivity Council, 
Institute of Marketing Management, etc., 
also provide ample opportunities to 
business economists trained in the applica¬ 
tion of economic theory lo business for 
conducting their various training pro¬ 
grammes and assisting them in conducting 
studies and reseat ch. 

In technical institutes, schools and col¬ 
leges such as the Indian institutes of 
technology, engineering colleges, ITis 
and polytechnics, more and more empha¬ 
sis is now being placed on industrial and 
entrepreneurial economics which is main¬ 
ly application oriented. Moreover pro¬ 
grammes for entrepreneurial development 
recently started by such government orga¬ 
nisations such as National Small Industries 
Corporation, state directorates of indust¬ 
ries, financial institutions,* state small 
industries development corporations, etc., 
have application-oriented economics and 
theories of business organisations and 
finance as their core courses. All such pro¬ 
vost year the Industrial Finance Corporation 
oftndiaestablished a Management Development 
Institute for providing short-term courses to the 
officers and executives of the companies a u! co¬ 
operatives which get assistance from the IFC. 


grammes can be handled by young men 
trained in business economics. Apart 
from this, institutions like National Fe¬ 
deration of Cooperative Sugar Fac¬ 
tories, National Cooperative Development 
Corporation, Central Warehousing Cor¬ 
poration, National Agricultural Coopeia- 
tive Marketing Federation, Indian Farmers 
Fertilizers Cooperative, Pradeshiya In¬ 
dustrial Investment Corporation, etc. pro¬ 
vide ample job opportunities to business 
economists. 

As mentioned earlier business houses 
are becoming more and more conscious 
of economic research and its use in deci¬ 
sion making. The Federation of Indian 
Chambers of Commerce and Industry 
(FICCI) — the apex organisation of pri¬ 
vate sector trade and industry - employs 
around 30 business economists who arc 
holding junior, middle and senior por¬ 
tions. The FICCI has also an Economic 
and Scientific Research Found ition which 
employs eight to ten business economists 
for conducting studies on specific aspects 
of trade and commerce. 

keen interest 

Big business houses have shown keen 
interest in establishing specialised insti- 
tututes for business research whose re¬ 
search and reference services are shared by 
all companies and units belonging to that 
particular group. The Birla Institute of 
Scientific Research has an Economic Re¬ 
search Division in which six economists 
arc working at present. Almost all large 
corporations have business research 
and reference units where business econo¬ 
mists are engaged for continuous study 
in areas of interest to the corporation. 

Even medium size firms have undertaken 
regular business forecasting and market¬ 
ing research which fall in the domain of 
their marketing departments. Some of 
these firms do not engage whole-time busi¬ 
ness economists on a regular basis but eco¬ 
nomics graduates are preferred for per¬ 
forming administrative functions - a part 
of their duty being lo assist the manage¬ 
ment in collection, analysis, presentation 
and interpretation of information of busi¬ 
ness conditions. Whenever special needs 
arise, specialists in the field of economic 
research and survey are engaged on an ad 
hoc basis by such business firms. A few 
private business consultants also engage 
graduates trained in economics and com¬ 
merce for assisting in consultancy work. 

Market research is of recent growth and 
still in its infancy in India. Various mar- 


POINTS OF VIEW 

ket research agencies and the Marketing 
Research Corporation of India (a private 
service company registered under the Com¬ 
panies Act) offer good opportunities and a 
promising field for employment of busi¬ 
ness economists. A large number of 
advertising agencies also draw upon the 
services of business economists who guide 
and assist them irt the selection of proper 
media, message and timing of advertise-, 
meats. 

Two other institutions (in Delhi) where 
business economists are needed are the 
Indian Institute of Public Opinion and the 
Sri Ram Centre for Industrial Relations 
and Human Resources. 

In the government, ministries and de¬ 
partments the practice of recruiting specia¬ 
lists for economic and business research 
hfis recently been initiated. Through 
Indian Economic Service and Indian 
Statistical Sen ice bright young men arc 
recruited and trained in various jobs 
which a professional economist is required 
to do in government. A good number of 
them are assigned the job of business eco¬ 
nomists mainly in the ministries of com¬ 
merce, industry, finance and company 
affairs. In recruiting members of thses 
services no reference is given to young men 
trained in business economics - - presum¬ 
ably beccause there has been no such 
course at our universities so far. 

state efforts 

At the state level economic research is 
becoming important and at the Bureau of 
Economics and Statistics in various states 
economists trained in application-orien¬ 
ted work are given perference to others. 
For instance, Delhi Administration (Bu¬ 
reau of Economics and Statistics) employs 
as many as 141 persons from price collec¬ 
tors to the director. Business Economics 
programmes at our universities can very 
well feed such state organisations. 

In u number of autonomous bodies and 
semi-government organisations cstalish- 
ed in recent years for promoting specific 
trade and business interests of the country, 
business economists arc employed. In 
the Indian Institute of Foreign Trade, 
which is a support organisation for the 
ministry of Foreign Trade and for export 
houses in the private and public sectors, 
here are at present 58 business econo- 
ists right from the director-general to 
the tabulation assistants. This organisa¬ 
tion provides reference, research and train¬ 
ing services mainly in the areas of export 
potentials and promotion. 

The Tea Board which is under the 
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Ministry of Commerce has two business 
economists - one research officer, and 
one assistant superintendent (economics). 
(The Industrial Finance Corporation of 
India has two senior economists, one in 
the rank of manager and the other as 
assistant manager. The Trade Develop¬ 
ment Authority has as many as 13 econo¬ 
mists including investigators. The 
Chemical and Allied Product Export 
Promotion Council has one assistant 
•secretary (statistics, market research and 
[sales) and one market research officer. 
The Coir Board has two chief research 
jofficcrs, two senior research assistants and 
one research assistant. The Central Silk 
•Board has one deputy secretary (technical), 
,one senior economic investigator, one sta¬ 
tist ies-cum-costing investigator and two 
(junior economic investigators. The Texti¬ 
les Committee (ministry of Commerce) has 
lone deputy director (market research), 

|two market research officers and seven 
jinvestigators. The Rubber Board has one 
(senior research assistant and one economic 
‘assistant. 

! public sector 

Quite a large number of business econo¬ 
mists arc working in public sector business 
enterprises. For instance, the Metals & 
Minerals Trading Corporation has one 
divisional manager (economic research), 
one senior research officer, two research 
officers and four research assistants. There 
arc a number of business economists work- 
ing in the various divisions of the State 

* Trading Corporation of India. 

Business economists arc also needed by 
, specialised agencies such as the Monopolies 
' and Restrictive Trade Practices Commis¬ 
sion. The Commission has one director, 
two joint directors, three deputy directors 
and five assistant directors who arc en¬ 
gaged on whole-time basis in research and 
reference work relating lo companies and 
business groups covered by the MRTP 
legislation. 

The National Council of Applied Eco¬ 
nomic Research has on its staff an im¬ 
pressive number of economists trained in 

• the application of economic and business 
, theories. They have in all 98 such econo- 
l mists from field interviewers to the deputy 

director-general. The Federation of 
Association of Small Industries in India 
have four economists - - one of the rank 
of secretary, two joint secretaries and one 
deputy secretary. The appendix on page 
357 contains a statement showing parti¬ 
culars regarding business economists em¬ 


ployed by institutions and organisations 
which responded to the author’s query. 

Business economists are also favoured 
for employment as economic journalists, 
reporters and correspondents. The Econo¬ 
mic Times and The Financial Express have 
a big team of such economists and their 
number is growing. Moreover, specialis¬ 
ed journals such as Eastern Economist , 
Commerce , Capital , and a number of other 
forthnightlics and monthlies have started 
shifting from routine type of journalism 
lo specialised economic and commercial 
journalism. Graduates trained in business 
economics can very well suit the require¬ 
ments of such newspapers and periodicals. 
All leading dailies generally have a page 
exclusively covering material of special 
interest to business and industry in addi¬ 
tion to the coverage of news from com¬ 
mercial centres. Thus business economists 
can find prominent places in the editorial 
staff of leading newspapers and periodicals. 

In business houses generally business 
economists enjoy middle management 
positions. They are supported by juniors 
of the rank of assistants and associates. 
In economic research organisations such 
as the Institute of Foreign Trade, Econo¬ 
mic Research Division of Birla Institute of 


Introducing the Central Budget for 104445 
in the Central Assembly on February 20, 1044, the 
Finance Member disclosed a revenue deficit 
of Rs 92.43 crores for the current year and a 
prospective deficit of Rs 78.21 crores next year on 
the basis of existing taxat ion. 

The salient features of the Budget are: The Fi¬ 
nancial Settlement stands. The setting up of the 
South Fast Asia Command does not of itself either 
add to or diminish India’s liability for defence ex¬ 
penditure. The several anti-inflationary measures 
adopted by Government in 1943-44 arc contribut¬ 
ing in various ways and degrees to the desired re¬ 
sult. Government** (pan programmes have had 


Scientific Research, National Council of 
Applied Economic Research, Institute of 
Applied Manpower Research, etc., busi¬ 
ness economists generally enjoy compar¬ 
able grades of well-known universities 
such as Delhi available for senior faculty 
members. These grades vary from Rs 
400-950 to Rs 1300-1800 depending upon 
the position and expertise of the incum¬ 
bent. 

In some organisations grades compar¬ 
able to the highest grade in the government 
arc offered to the top economic research 
personnel. Generally research officers are 
offered Rs 400-950 grade as a starting 
point in most of the autonomous and 
semi-government organisations. The emo¬ 
luments, terms and conditions of service 
and promotion prospects for business eco¬ 
nomists are reasonably good and 
comparable with any other profession. 
It is estimated that organisations in and 
around Delhi employ something like 
500 to 800 business economists right from 
investigators up to the director’s level 
and the demand for business economists 
is growing every year. On an average 50-60 
business economists are needed every 
year for business houses and organisations 
in and around Delhi. 


a striking success, total borrowing (including sale 
of counterparts) amounting to Rs 547 crores since 
the beginning of the War of which more than half 
has been raised during the last twelve months. 
F.stimates for 1944-45 provide increased grants for 
scientific and industrial research. A Dollar Fund 
is to be built up, to be available for post-war de¬ 
velopment. 

Accounts, 1942-43 

The actual deficit for 1942-43 is Rs. 112,17 crores 
as against Rs 94 *66 crores anticipated in the Re¬ 
vised estimates for that your. 
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APPENDIX 

Statement Showing Business Economists Employed in Selected Organizations 


No. of Posts Designation 

Scales of pay 


Public Sector Organisations 

Trade Development Authority 

1 

Chief, Research & Analysis 
Division. 

2000-100-2500 

2 

Joint Chief, Research & Analysis 



Division 

1600-100-2000 

1 

Senior Economists 

1100-1600 

1 

Econometrician 

700-1250 

1 

Management Economist 

700-1250 

1 

Market Analyst 

700-1250 

1 

Economist 

700-1250 

4 

Junior Economists 

350-900 

1 

Senior Investigator 

Indian Institute of Foreign Trade 

325-575 

1 

Director General 

2500-125-3000 

1 

Deputy Director General 

2000-125/2-2500 

2 

Joint Directors 

1500-100-1800 

7 

Professors/Chiefs 

1000-50-1500 

5 

Associate Professors 

700-50-1250 

4 

Deputy Chiefs 

700-50-1250 

1 

Editor 

700-50-1250 

8 

Asstt. Chief/Asstt. Director/Asstt. 



Information Officer 

500-40-700—50—1000 

17 

Research Officers 

400-35-750 

10 

Research Associates/1nformat ion 



Associates 

350-25-600 

2 

Tabulation Assistants 

210-530 


State Trading Corporation of India* 

1 Advertising and Promotion Manager 
I Deputy Advertising and Promotion Manager -- 
3 Senior Economists 

3 Senior Marketing Research 

4 Economists 

] Statistician ~r 

6 Marketing Managers (Chief & Deputy) 

Minerals & Metals Trading Corporation 
of India Ltd* 

I Divisional Manager (E& R) 

1 Senior Research Officer — 

2 Research Officers 

4 Research Assistants 

Tea Board, Calcutta 

I Research Officer (Economics) 400-950 

1 Asst. Superintendent (Eeon.) 350-575 

Industrial Finance Corporation* 

1 Manager 

1 Assistant Manager 

Chemical* 8c Allied Products Export 
Promotion Council 

1 Asstt. Secretary (Statistics, Mar¬ 

ket Research and Sales) 

1 Market Research Officer 

Central Silk Board 

1 Senior Economic Invest igalor 325-15-4-EB-575 

1 Statistical-cum-Costing Investigators 320-15-470-EB-15-530 

2 Junior Economic Investigators 210-10-290-15- 

320-EB-15-425 

Coir Board 

2 Chief Research Officers 

2 Senior Research Assistants 

I Junior Research Assistant 


No. of Posts Designation Scales of pay 


Textiles Committee 

1 Deputy Director (Market & Research) 

2 Market Research Officers 


7 

Investigators 

Rubber Board 

—— 

1 

Economist 

400-950 

1 

Sr. Research Asstt. (Econ.) 

325—575 

1 

Economic Assistant 

210—425 


Delhi Administration (Bureau of Economics and 
Statistics) 

1 

Director 

700—1250 

1 

Deputy Director 

700—1250 

6 

Assistant Director/O.S.D. 

400-950 

7 

Statistical Officcr/lndustrial Sur- 



vey Officer 

350—800 

9 

Research Officers 

325—575 

2 

Analysts 

325—575 

T 

Asstt. Programmer 

325-575 

58 

Statistical Assistants 

210-320 

210—380 

210-425 

2 

Artists 

210—320 

31 

Statistical Investigators 

168-300 

18 

Computers 

130-300 

3 

Key Punch Operator 

130—300 

2 

Price Collector 

Indian Investment Centre* 

J10—180 

I 

Economic Adviser 

— 

2 

Asstt. Economic Advisers 

— 

T 

Senior Industries Officer 

— 


Private Sector Organisations 
National Council of Applied Eco¬ 
nomic Research 

I 

Deputy Director General 

-_. 

”> 

Directors 

_ 

i? 

Senior Economists 

.. 

3 

Technical Officers (Econ.) 


12 

Economists 


10 

Junior Economists 

_ 

7 

Research Assistants 

._ 

5 

Junior Research Assistants 

—~ 

18 

Investigators 

— 

29 

Field Interviewers 

Federation of Indian Chambers of 
Commerce and Industry 


30 

Economists at various positions. 



Economic and Scientific Research Foundation 
of the FICCI 

8—10 Economists at various positions 



Birla Institute of Scientific Research 
(Economic Research Division) 

6 

Economists at various levels. 



Federation of Associations of Smalt 

Industries of India 

i 

Secretary 

_ _ 

3 

Joint Secretaries 

„ . 

1 

Deputy Secretary 

* 


♦Information regarding economists holding junior positions 
could not be readily available. 


eastern economist 


357 


MARCH 1, 1974 



Technological 


London 


Jossleyn Henneiiy 


assessment 


t Harnessing Science to Social 
) Goals 

I 

Tin, OFC'D member governments arc in- 
f.creusingly aware that technology is not an 
I end m itself, arid (hat the world can no 
| longer afford to “ride the tiger’* of lech- 
i nology without harnessing it to wcll-defin- 
, ed social as well as economic objectives. 

; Now meeting in Pans is the Advisory 
! Group on llie Control and Management 
i of Technology, set up by OHCD's C’om- 
I mit’cc for Scientific and Technological 
! Policy. Made up of high-level govern- 
! menl officials, the group will map out a 
i programme of study and discuss guidelines 
i for governments concerned with the rela- 
I lively new field of technology assessment, 
i The groundwork, has been laid by previ- 
f ous OHO) conferences and seminars, and 
] the completion of a comprehensive study 


, by OF.CD science expert Francois Het¬ 
man, “Society and the Assessment of 
Technology”, which has just been pub¬ 
lished bv OLCD. 

> New technologies have fuelled suslalli¬ 
ed economic growth and bi ought many 
benefits to mankind. They have also 
helped to depict.' natural resources, dis- 
, iupt the environment and dislocate so- 
, cial structures. While all OHCD countries 
; have not set up formal government bodies 
: 10 deal with technology assessment, a few 
' have taken important steps towards do- 
(f mg so. Jn Japan, the first panel of the 
I “Japanese Council for Science and Tech¬ 
nology” has set down policy principles 


which assert the need for assessment at 
every level of development, from planning 
through Research and Development to 
production, and has warned private firms 
that iheir existence is threatened if they 
ignore environmental and social conse¬ 
quences of their actions. 

Sweden’s Lnvironmcnt Board, s?t up 
in 1967, uses techniques of technology 
assessment, as does the Bnvironmental 
Protection Agency in the United States, 
where “environmental impact statements** 
aie required for public work projects. The 
West Gemian government is making a 
thorough study of a proposal for an Office 
of Technology Assessment, while the 
United Kingdom has launched a 
Programme Analysis Unit for the 
purpose. 

In his study Francois Hetman de¬ 
fines as the main tasks of the manage¬ 
ment and control of technology; (1) to 


forecast possible effects of technology 
on society, its economy and environment 
so to clarify society's choices before 
options are foreclosed by default; (2) to 
explore new possibilities of satisfying so¬ 
cial and economic needs thiough scientific 
programmes, and (3) to redefine these 
needs and modify society's goals in the 
light of new knowledge. 

The grim joke “no one is in charge of 
technology'* docs not lack examples in 
the form of decisions made for the sole 
benefit of one sector of society. Pesti¬ 
cides increase crop yields, detergents make 
sheets “whiter thin white”, without tak¬ 
ing account of what they do to the rivers 


and lakes into which they eventually flow. 
The “Green Revolution” multiplies rice 
yields, but the cost has included the fail¬ 
ure of small farmers who cannot afford the 
increased fertiliser needed, and who have 
been driven off the land to swell city 
slums. A host of urban, political, mone¬ 
tary, and environmental problems has ac¬ 
companied the proliferation of energy 
uses. Throw-away containers help the 
shoppers, but build mountains of 
rubbish. 

In the past, technology assessment has 
been limited to an ex-post facto reaction 
to damage done by a previously unques¬ 
tioned use of a new' technology, as in the 
case of DDT which was used for some 
twenty years before anyone bothered about 
its side effects. Onlv in the field of food 
and drugs has preliminary testing been 
obligatorv in some countries. 

The term “technology assessment” was 
first used in 1966 by a science and tech¬ 
nology subcommittee of the United 
States Houses of Representatives, which 
paved the way for the creation of the US 
Office of Technology Assessment. The 
idea draws upon a number of concepts 
and practices already in use, such as 
“project feasibility”, “cost-benefit analy¬ 
sis”, “technological forecasting”, and 
“systems engineering”. But it is wider in 
scope, covering technology, society, the 
environment, the individual and the poli¬ 
tical process, in an attempt to define the 
framework for decisions on the use of 
technology for social purposes. 

II 

Assessment is Everyone’s 
Business 

Technology assessment acts as an early- 
warning system and a way of asking new 
questions rather than the standard dis¬ 
cussing of immediate consequences. As 
an example, transport is looked upon not 
just as a means of moving people and 
goods from one place to another. One 
must assess the effects of existing and pos¬ 
sible transport technology on housing, 
urban planning, communications, social 
and cultural functions, settlements and 
communities* environment, conflicting 
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interests 6f social and economic groups, 
etc. 

Technology is too important to be left 
to the technicians. One must consult the 
lawyers, economists, political scientists, 
sociologists, businessmen, administiators 
and even the artists. Nor can the “mar¬ 
kets* 1 be the sole arbitrator. The mar 
ket for automobiles, for instance, does not 
reflect the need for free circulation, clean 
air, and quiet living conditions. The so- 
called “externalities 1 * or side-effects often 
have no monetary valuations in terms of 
the way market “values* 1 are calculated. 
The example of the motor car illustrates 
the fact that market demand often leads 
to excessive innovation in some areas (as 
in multiple car models) and insufficient 
innovation in others (public transport). 
What is in the individual interest of each 
consumer may run counter to the collec¬ 
tive interest of all consumers. The social 
costs of private enterprises may be borne 
by third parties or by the community as a 
whole. 

We cannot rely on those who are spon¬ 
soring the development of technology to 
tell us about any undesirable social con¬ 
sequences, since every technology has po¬ 
werful interests-private, and frequently 
governmental and political—which can 
be relied upon to press the benefits. 

The problem is that negative factors 
or risks arc never fully or even adequately 
articulated, not out of malice, but often 
because they do not become fully appa¬ 
rent until later. 

irrisistible Impulse 

The impulse to convert scientific results 
into technology often seems to be irresi- 
stble at every level. Examples such as 
atomic bombs, weather modification, big 
dams; chemical and biochemical agents, 
etc., show that the existence of substantial 
hazards have not deterred technology 
development, because optimistic realisa¬ 
tions have been accepted by sponsors at 
the highest level of decision-making. The 
bias is not conscious, but reflects lack of 
breadth in forecasting cumulative effects. 
Two landmark decisions on the use of 
technology illustrates a change in govern¬ 
ment artitudes and real public concern. 
The first is the rejection of Supersonic 
Transport by the US Congress in view 
of environmental dangers and on grounds 
of misplaced national priorities. The 
other is the British government’s decision 
not to build inland airports in view of 
the social disruption that they cause to 
communities and transport systems. 

But it is plain that technology is only 


the too! and notthe cause of the trouble. 
New techniques can be used to provide 
low cost housing as well as large office 
buildings, they can treat as well as create 
toxic wastes, can build rapid transit as 
well as individual cars, can cure cancer 
as well as blow up cities. 

Ill ' 

Methods of Assessment 

Many methodologies can be used to 
assess technology, which attempt in vari¬ 
ous ways to guage its effects on a whole 
range of nontechnical considerations. 
But it is clear that while factors such as 
air quality can be put into statistical form, 
other aspects of the “quality of life* 1 arc 
not easily measured. Nor is there un 
easily achieved consensus on the social 
objectives to be pursued. 

The so-called ‘ policy sciences' 1 which 
employ such techniques as PERT (Pro¬ 
gramme Evaluation and Review Techni¬ 
que), PPBS (Programmc-Planning-Bud- 
gcling System), the “Delphi method” of 
consulting panels of Experts, and the 
“Relevance Tree 1 ' pictured on page 360, 
are tools in the assessor’s kit. Developed 
for the complex needs of big govern¬ 
ment and industry, these techniques 
largely represent an attempt to put into 
order factors which are not easily quanti¬ 
fied. Technology assessment itself at¬ 
tempts to : 

1. Clarify the nature of social pro¬ 
blems and to identify social goals: 

2. Provide insight into future pro¬ 
blems in order to provide a basis 
for determining resources alloca¬ 
tion priorities; 

3. Stimulate both government and 
industry to choose the most soci¬ 
ally desirable course of action; 

4 Educate the public on short and 
long-term effects of various al¬ 
ternatives. 

Data and analysis yield information. 
Information and judgement yield deci¬ 
sions. For this reason, politics enter 
into technology assessment; the push and 
pull of a number of private and public 
interests are often resolved through 
compromise and trade-offs. While it 
often fills the role of defender of public 
against private interests, ideally it will 
become a permanent and complex effort 
by all concerned toward systematic ana¬ 
lysis of the best way to achieve common 
goals. Government has a major role. 
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since it can call on all tbe groups and 
disciplines involved tn * alternative stra¬ 
tegies But because individual agencies 
have vested interests in the technology 
which .they control, it has been suggested 
that an “innovation branch'’ of govern¬ 
ment be set up at the highest ievcl of 
government to interact with the execu¬ 
tive, legislative and judicial branches for 
the fullest possible synthesis and evalua¬ 
tion of technical in terms of overall goals. 

In addition, it is up to the industry 


itself fully to calculate the social 
costs of its prospective actions in 
order to avoid later conflict and 
damage. 

Technology assessment cannot be 
purely national, and. OECD is particularly 
interested in its international aspects. A. 
paper plant in one country can foul 
the waters of another and, as the 
example of the supersonic transport 
has shown, a unilateral decision to 
delay technology can lead to a 


conceivable competitive disadvantage for 
one nation. 

Defining and forecasting social object¬ 
ives is not an exact science. Aero¬ 
space engineers are fond of saying that 
the only thing wrong with spaceship 
earth is that it was delivered without a 
manual of operations. We also need a 
code of behaviour for its passengers. 
Technology assessment is the first step 
towards mastering the tiger of techno¬ 
logy. 


2. EXAMPLE OF "RELEVANCE TREE" TECHNIQUE 

Sea forming technology (marl-support) 





START HEM 
0 

Source: Robot! C. Unlit.-A Technology Assessment Methodology: Merleulture (See Fuming), The MITRB CorputUon, June 1971. 
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Awaiting a business slumpr sr a 


Bv all appearances, a good deal that 
has for some time been taken for granted, 
stands in question. The unity of the Com¬ 
mon Market, ever fragile, faces inner anta¬ 
gonisms between France and West Germ¬ 
any over the creation of a coordination 
committee with the USA, Japan, Norway 
and Canada to deal, as oil consumers, with 
the Arab oil producing countries. It faces 
also an antagonism between Britain on 
one side and France and West Germany on 
the other over the allocation of funds for 
aid to regions urgently needing industrial 
or farming support. West Germany, hither¬ 
to unwilling to use its industrial weight 
within the Market for political purposes, 
seems now sufficiently stirred by French 
stonewalling over vital issues to be ready to 
change that mild altitude if necessary and 
to face Paris with some genuine pressure. 

UN effort 

The United Nations, which appears 
likely to call a special session to consider 
the oil supply situation within a few weeks, 
has a membership divided differently than 
hitherto. The classic postwar division 
which has characterized the UN since its 
inception has been the communist and 
non-communist left; today to that histo¬ 
ric divide is added that of Arab and a few 
other oil producers organized in OPEC- - 
the Organization of Petroleum Exporting 
Countries—and the oil-consuming coun¬ 
tries, especially the United States and the 
major industrial states of west Europe. 
Communist east Europe stands on the 
sidelines, largely self-supporting with 
Russian and Rumanian oil, itself a small 
scale supplier to west Europe but needing 
increasingly to import from the Arab 
Middle East and Iran. It is a coincidence 
that at the same time as the west is feeling 
the pinch of diminished oil supplies and 
sharply increased oil prices,the Russians’ 
coal and oil ministries have reported to 
the party central committee that the cost 
of developing Siberian Arctic reserves of 
oil and gas is prohibitive, that there is not 
enough pipe to put all the west Siberian 
Tyumen oil wells into operation and that 
the Soviet government would be well advi¬ 
sed to concentrate on its oil reserves in 
European Russia and greatly increase its 
coal raisings. 

The significance of the ministries’ fin¬ 
dings appears to be that for some ten 
years—two plan periods—east Europe is 
likely to become increasingly self-centred 
about its oil supplies, at exactly the same 
time as west Europe, delving under the 
North Sea, is likely to become less depen¬ 
dent for liquid energy on either east 


Europe or the Middle East. These possible 
developments and the added new world 
division between oil-supplier and oil- 
consumer appears likely to bring the Uni¬ 
ted Nations more sharply into contrast 
with the major industrial states who either, 
like the 12 stales at the Washington 
conference, organize themselves into 
a powerful bargaining and buying 
group or, like France, act independently 
and make their own bargains for oil and 
gas with Iran and Arab states in return 
paitly for armaments but also for expert 
assistance in industrialisation. Nor is France 
alone in acting independently; although 
West Germany, Britain and Italy supported 
the US plan for a coordinating committee, 
all three of them have also made deals 
with Iran and the Arab states. Iran, in 
fact, seems set not only to he the first oil 
producing state to have nuclear energy 
development but to have so many inter¬ 
nationally-erected nuclear plants that it 
may become one of the major nuclear 
energy states also. The west will gain 
through closer coordination, the Middle 
East by industrial and nuclear develop¬ 
ment. With communist east Europe appare¬ 
ntly likely to become more inward-looking 
over energy of all sorts this rearrange¬ 
ment of the world seems to leave the in¬ 
dustrially developing states in a less 
enviable position tlutn ever unless they 
can force their way forward for fair con¬ 
sideration through the United Nations. 

varied attitude 

While the internal US attitude has 
varied in recent weeks between the threat¬ 
ening stance of Treasury Secretary 
Schultz who wants a “least-favourcd- 
nation” status for foreign countries un¬ 
willing to trade freely with it, especially 
in oil, and the American bankers who see 
a reduction in oil prices as more impor¬ 
tant than even unrestricted supplies. 
Europe has produced a few oil firm scan¬ 
dals which have diverted much wrath 
from the Arabs to the oil companies. 
West Germany is threatening prosecution 
of a major oil company alleged to have 
profited enormously thereby storing its 
oil in other countries and creating a highly 
profitable oil shortage in West Germany 
itself and in other ways manipulating 
prices. The West Germans have reported 
also the operations of Shell and British 
Petroleum to the cartel olficc in Brussels. 
The Austrians, whose petrol is cheaper, 
are taking a long and careful look at 
company demands before permitting a 
furthenprice-rise and the Italians have 
issued warrants for the arrest of major 


Italian oil companies* directors for art. 
ficially inflating sales prices by keepin 
domestic stocks low while storing ampl 
reserves abroad, ft is a common allcg: 
tion that companies have made immens 
profits by keeping tankers at sea for da> 
while sales prices rose in the intende 
markets. The US Senate itself summone 
oil company representatives before it t 
explain massive profits. 

This increasing free-for-all in Inter 
national trade for industrial and domesti 
essentials and accusations of unsoria 
price-manipulations occur at u tim< 
when retail prices overall are rising steep! 
everywhere. In relatively balmy 1972 con 
sumer prices rose overall a mere 4.7 pe 
cent. Last year they were up, according t 
the OECD, by 10.3 per cent The lates 
figures for Britain speak of some 20percer 
and in less distressed European countrie 
the continuing rise is well over 10 percent 
Unlucky Greece leads the way with a ris< 
of over 30 per cent and its communis 
neighbour Yugoslavia is artificially hoi 
ding prices down after rises neatly a 
steep. 

striking example 

To complete the tale of gloom, Britain’* 
support of US proposals for coordinate^ 
action in energy purchase is said, possibly 
by the malicious, to have been gained by 
a promise from Washington to support ai 
the World Bank a British application fot 
a massive loan to help offset its unprece< 
dented imbalance of payments. France! 
having effectively devalued the franc, j.i 
floating a huge 1,500 million dollar loan; 
This is regarded as the most striking examj 
pic yet of moves that governments olj 
oil-consuming countries will be making 
to attract capital inflows to cover their 
prospective oil deficits. France has also! 
expressed willingness to take part in a, 
“group loan” by members of the Common 
Market if one were organised. West Ger¬ 
many, officially cutting down on its intake 
of “guest workers”, is still importing train¬ 
loads of Turks in order to have a sufficient 
reserve of labour at the same time as pub¬ 
lic feeling rises in West Germany about 
strikes and demonstrations there by forei¬ 
gn workers for better working conditions. 
At the same time, West German govern^ 
ment is spending an extra 600 million 
marks (some $100 million) to fight rising 
unemployment in its cooling economy: 
West Germans fear nothing so much asj 
mass unemployment and a noticeable fall* 
in the value of their currency—they haves 
good reason, the Weimar Republic collap-- 
sed and the Third Reich came into being 
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precisely because of these two causes. The 
I jobless rate in West Germany is insignifi¬ 
cant at 2.8 percent Compared with 
j v Britain's 10 per cent and more, but it 
] causes more alarm. 

t 

; In view of this tale of woe there is re- 

! assurance in the fact that some economists 
in Europe query whether there is really 
an energy problem at all and that others 


foresee falling prices.^ Europe has'been 
impressed by the way British public has 
made do with a drastically shorter working 
week, diminished lighting, lesser transport. 
Some see the technical skill of modern 
man finding new ways of heating, lighting 
and transport and contend that changes 
in techniques and living habits will solve 
present problems. The financial optimists 
contend that the very sharpness of today's 


prices spiral will compel them to take a 
tumble. A general business slump, the 
slightly more cynical forecasters say* will 
force down prices 50 per cent or more 
because surplus stocks, often held on cre¬ 
dit, will have to be sold off. So take holi¬ 
days in the latter half of the year when 
increasingly bankrupt European traders 
will be glad to sell for a song—if you can 
believe that. 


Burma’s gradual recovery 


Burma’s new socialist constitution 
jcame into force early this year and the 
'Socialist Programme Party put up 451 
'deputies for election to the Peoples Natio- 
; nal Assembly early in February this year. 

' As there was one candidate for each 
; constituency, the only point of interest 
jwas proportion of * yes* and k no* votes rc- 
! ceived because each candidate had a white 
j and a black ballot box for such voles. 
There were as many as 14.76 million ch- 
< gible voters out of the population of 28.88 
j million. Although the results were a 
i foregone conclusion, the elections after 
a gap of nearly 12 years since General 
j Ne Win came to power in March 1%2, 

J have been noticed with considerable inlc- 
, rest. These elections along with some of 
\ the measures such as Burma's membership 
; of Asian Development Bank indicate that 

* the country is slowly emerging out of its 
: self imposed isolation. 

live contact 

It may be added, however, that by 
1 maintaining a strict posture of neutrality 
: the prime minister Nc Win has continued 
; to concentrate on internal affairs. He 
; apparently was conserving his country's 

* resources by not offending the neighbours 
; and not getting involved, prime minister 
j Ne Win recently visited Malaysia and 
t Indonesia to keep the contacts alive but 
J at the same time he did not offer to join 
; the Association of Southeast Asian Nations 

(ASEAN). He clarified his attitude by 
saying that his country proposed to 
1 pursue its present policies at its own slow 
pace. 

Food has caused some worry to the 
j, Burmese government. Its hopes of a 
good harvest in 1973-74 appear to have 
been partly materialized. Although the 
harvest is hot yet complete, it has been 
estimated that the output might be around 
8.3 million tonnes of puddy, a near-peak 
; performance. However, (he farmers tend¬ 
ed not to oblige the government in its 
effort at procurement. The price of rice has 
doubled during the last one year and the 
government had to partly de-control the 
rice trade in order to cncourug: paddy 
cultivation. In October last the price to 


be paid for compulsory procurement was 
raised by the government by neatly 45 
per cent so that procurement could be 
around 2.9 million tonnes. The output 
over and above that could be 
sold in the free market. The procurement 
by the government has, however, been 
running at well below the target level as 
the cultivators want to earn 25 per cent 
more than that offered by the govern¬ 
ment. 

visible recovery 

In the field of industry too the re¬ 
covery has been visible. The generation 
of electric energy improved to 572 million 
KWH m 1969 and 629 million KWH in 

1970 as against 510 million KWH in 1962. 
Output of cotton yarn increased from 4762 
tonnes in 1962 to 6135 tonnes in 1970. 
Raw sug*Ar production went up from 
63,000 tonnes in 1962 to 95,000 tonnes in 

1971 and cigarette output from 1072 
million in 1962 to 1551 million in 1971. 
The growth in the case of cement was 
from 53,000 tonnes in 1962 to 156,000 
tonnes in 1970 and output of building 
bricks also improved from 13,000 cubic 
metres in 1962 to 22,000 cubic metres 
in 1970. Burma produced 15,000 tonnes 
of fertilizers for the first time in 1970. 
Out put of crude petroleum which was 
584,000 tonnes in 1962, increased to 
823,000 tonnes in 1971. When the figure ', 
for the 1973 are made available, the steady 
progress of industry in the country might 
become evident. 

A measure of Burma’s growing self- 
confidence and tlie desire to eliminate any 
points of conflict is that it has decided to 
pay compensation in respect of national 
and foreign-owned enterprises nationalised 
by the government of Burma in 1963 and 
1965. The text of the notification dated 
December 6, 1973, and the application 
form were published in “The Working 
People’s Daily” of Burma on December 
7, 1973. The notification required ow¬ 
ners of nationalised business to apply for 
compensation to the ministry concerned 
within 90 days of the issue of the notifica¬ 
tion. The parties were advised to sub¬ 
mit their claims to the government of 


Burma by registered post before the sti¬ 
pulated date. 

While the Burmese government is 
paying compensation, foreign exchange 
allocation for tourist travel by residents 
still remains suspended. In fact Burmese 
nationals arc not allowed to travel ab¬ 
road except on official missions or for 
employment abroad. There has been no 
foreign private investment in Burma since 
early 1963 when the government announc¬ 
ed a new policy of nationalisation. Invest¬ 
ment proposils in the country are, how¬ 
ever, considcreJ by an Investment Com¬ 
mittee, to ascertain whether the proposed 
enterprise will utilize domestic raw ma¬ 
terials, increase domestic employment, 
conserve foreign exchange and generally 
conform to the economic plans of the 
government. 

international aid 

Only recently Burma has started get¬ 
ting assistance from international institu¬ 
tions. The first project financed by the 
Asian Development Bank (ADB) in Burma 
is also the first power project the country 
will undertake with multilateral financing. 
The power project is located on the less- 
developed west bank of the Irrawaddy 
river, where the government is introduc¬ 
ing new manufacturing industries. Two 
gas turbine stations, one at Mayanaung 
in Lower Burma and the other at Kyun- 
chung in Upper Burma are at present 
under construction. The ADB project 
is designed to transmit power generated by 
these new stations to the local load centres 
and to the central power system of the 
country. Another project to be financed 
by the Asian Development Bank will 
more than double the water supply in 
Rangoon, the capital city of Burma. 

Now that Burma is slowly opening 
up, the country can expect assistance 
from other international institutions 
and also technical assistance from 
friendly foreign countries. In fact a signi¬ 
ficant development in this respect has been 
the recent offer of the Burmese govern¬ 
ment to foreign oil exploration companies 
to operate in Burma. 
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Owen Glandover threat- 

ened to call the spirits of the Deep, but 
when he was asked whether they would 
come if he called them, he had no reply. 
The minister for Petroleum and Chemi¬ 
cals, Mr D.K. Borooah, is in a far 
more happy position. He had called 
the spirits of the Deep and the spirits of 
the Deep have promptly answered his call. 
What prevented his predecessor in that 
ministry, Mr H.R. Cokhale, or earlier 
holders of that portfolio from uttering the 
magic spell, nobody will ever know. All 
that everybody knows is that precious years 
had been wasted without the government 
of India really wanting to look for oil 
where it might be found. 

The Statesman , in an editorial in ils 
issue of February 24, grants that “the go¬ 
vernment cannot he blamed for becoming 
excited about the first show of oil in Bom¬ 
bay High.” But, on a point of lad, was 
it the government which got excited, or 
the press 7 Barring The ludiun Express , 
the other three leading newspapers pub¬ 
lished from Delhi wrote their news re¬ 
ports, so to speak, in capital letters, and 
their reporters certainly showed much 
more excitement than the officials who 
had briefed them. Some of the newspaper 
editorials were even more gushing. The 
Hindustan limes, for instance, confidently 
asserted in its issue of February 21 that 
“the nation will join in applauding all 
those operating the offshore platform ‘Su¬ 
gar SamratV' Why should it? After all, 
offshore drilling has not been invented at 
Bombay High on this historic occasion. 
Oil strikes in oil-bearing regions are not 
exactly in the nature of a miracle, man- 
made or other. The fact is that we as a 
people have been conditioned to expect 
so little from the government that we arc 
apt to seize any floating straw in the wind 
or on water and proceed not only to make 
bricks with u but even build mansions. 
While wc must hope for the country's sake 
that Bombay High is a major oilfield, we 
should also never forget that the govern¬ 
ment, through its political prejudices and 
economic shortsightedness, has been doing 
its best to delay the nation benefiting 
from its natural resources. 

The other day, in Par- 

liament, while blaming the nation's ills 
on its democratic socialism, Mr K.D. 


Malaviya did not make it clear, whether 
the whole of this concept was at fault or 
only part of it. We may however hazard 
the guess that his quarrel was probably 
with the "democracy' rather than the "so¬ 
cialism', Unfortunately for Mr Malaviya, 
democracy is not easy to dispense with 
even after rulers have exercised their 
option wholly in favour of socialism. 

This, for instance, is what the Soviet 
Union is now discovering to its cost. The 
expulsion of Solzhenitsyn is obviously an 
attempt to keep socialism in the USSR 
pure and undcfilcd hv any stirrings of the 
democratic spirit. But Solzhenitsyns have 
a way of occurring again and again. I 
suggest to Mr Malaviya that, sine,* stronger 
if not better men than he seem to he 
failing to maintain socialism to the exclu¬ 
sion of democracy, he had better make 
up his mind to get along as best as he can 
with some democracy if he has to have any 
socialism at all. 

in Aligarh, at an elec- 

tion meeting, the prime minister claimed 
that the recognition of Bangladesh by 
Pakistan had vindicated India's foreign 
policy. 1 wonder why she stopped there. 
Surely, communist China's welcoming of 
Bangladesh's recognition by Pakistan is 
also a vindication of Mrs Indira Gandhi's 
foreign policy. In fact, 1 would even claim 
that Pakistan's decision to sever diplomatic 
relations with Portugal is also a vindication 
of Mrs Gandhi's government's foreign 
policy. I am not quite sure, however, 
that the acceptance at the Islamic summit 
of the Palestine Liberation Organization of 
Mr Yasser Arafat as the authentic and sole 
representative of Palestinian Arabs should 
also be regarded as a vindication of In¬ 
dia's foieign policy. Where Arab poli¬ 
cies arc concerned, Mrs Gandhi and her 
Foreign minister, Mr Swaran Singh, have 
after all been taking good care to stay 
one step behind the Arab slates, notably 
Egypt. 

Mrs Gandhi has also been saying that re¬ 
cent developments in world oil politics have 
justified her government's West Asia po¬ 
licy and proved the wisdom of its anti- 
Israeli stance. 1 wonder whether she is 
aware of the implications of such a state¬ 
ment by her. Is it that what she wants 
to claim is that, through the good offices 
of the astrologers, astro-palmists, yogis 
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and soothsayers in her entourage or estab¬ 
lishment, she had been able to anticipate 
that some day the Arab capitals would be 
using oil successfully as a political weapon 
to secure the diplomatic near*isoiation of 
Israel? Is she arguing that her govern¬ 
ment has been anti-Israel all these days be¬ 
cause her sixth sense has counselled her 
that the day would come when her govern¬ 
ment would be m a position to cash in on 
its pro-Arab diplomacy? In any case, would 
Mrs Gandhi like to go on record as saying 
that her government has been supporting 
the Arab cause against Israel not because 
New Delhi's diplomatic heart has been set 
on principles but because its economic 
weather-eye has all along been kept open 
for Arab oil? 


Some time ago, the 

British press seeking presumably to con¬ 
vince the world that the British people still 
had a sense of humour, did itself proud 
discussing the pros and cons of and 
disseminating the views of public persona¬ 
lities on a suggestion made by an inventive 
housewife that couples should share their 
bath and thus help save fuel in heating 
water for the tub. The Japanese, another 
hard-pressed people in the matter of 
energy, seem to have at least this advantage 
over the British that they do not have to 
stage a national controversy over shared 
baths as a fuel-saving measure. This is 
because sharing a bath has always been a 
treasured household practice or public 
social intercourse in that country. This 
situation, however, also places the Japanese 
at a disadvantage in one respect; some 
Japanese housewife will have to exercise 
her pretty head pretty hard to conic up with 
some other bright idea of how to save 
fuel. 

Incidentally, there arc several countries 
in the world where bathing is far from be¬ 
ing a daily routine but the people of those 
countries could still economize on fuel 
by couples following the British suggestion 
and sharing a bath when they do decide 
to have a bath after all. Tibet is a country 
where this question of bathing may not 
arise at all, but the Tibetans cannot draw 
any special comfort from this since Tibet 
has no Arab oil problem, only a Chinese 
‘cultural revolution' problem. In our own 
country, with the humblest bathing soap 
now selling at well over one rupee per cake, 
the number of the great unwashed must be 
rising al a rate faster than that at which 
the number of the poor is being reduced by 
Mrs Gandhi's economic policies. Here 
is a problem which cannot be solved even 
if a whole village decider to share a bath 
in the village pond. That single piece of 
cake, if any, which somebody or the other 
might have got hold 
of by hook or crook, 
will have to be 
shared by all as well. 
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, The subject of industrial relations has 
| assumed great importance and so have 
laws relating to this field. It is therefore 
a matter of great significance that some 
young academicians are coming forward 
to do research in this field. 

Dr R. S. Kuikarni in his Industrial 
Adjudication (with Special Reference to 
Reinstatement) begins by giving the broad 
features of the development of labour 
laws in ihc United Kingdom and the Unit¬ 
ed States, He has dealt with the impact 
of the industrial revolution as also of the 
emergence of the welfare state on labour 
laws. The author then proceeds to trace 
the development of labour laws in India 
during the days of foreign rule and the 
national liberation movement and after 
independence. The author has then ex¬ 
plained the framework of machinery pro¬ 
vided under the Industrial Disputes Act, 
1947. 

common law 

The common law principles relating to 
reinstatement in the light of judicial ex¬ 
perience over ihc past twenty five years, 
theoretical postulates and judicial policies 
and the validity and legitimacy of such 
policies from the standpoint of achieving 
the objective of social justice have all 
been exhaustively analysed and examined. 
There is also detailed discussion on how 
labour courts and industrial tribunals arc 
controlled by high courts and the Supreme 
Court. 

Since the main purpose of the book is 
to examine the legal basis of reinstate¬ 
ment of dismissed workers and the extent 
to which the labour courts and industrial 
tribunals have exercised the powers in this 
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field, this topic naturally has received a 
great deal of attention. 

The readers notice in this book that 
though compulsory industrial adjudication 
was introduced under the Defence of India 
Rules during the second World War as 
a purely temporary measure, with the pas¬ 
sing of the Industrial Disputes Act of 1947, 
it became a permanent feature of the In¬ 
dian labour law. 

provision for conciliation 

The Industrial Disputes Act of 1947 
has made provision for works com¬ 
mittees, conciliation officers and con¬ 
ciliation boards all of which try to pro¬ 
mote settlement between labour and 
management through negotiations between 
the two. If the negotiations fail, the act 
provides for arbitration, voluntary adju¬ 
dication and compulsory adjudication, 
the adjudicating authorities being labour 
courts and the industrial tribunals. What 
is however significant is that the act “docs 
not define the principles which the tribu¬ 
nals are supposed to follow while adjudi¬ 
cating industrial disputes.” According to 
the author, the tribunals generally derive 
their guidelines from the constitutional 
objectives mentioned in part IV of the In¬ 
dian Constitution. This means a tribunal 
“articulates the concept of social and eco¬ 
nomic justice within the framework of the 
existing economy after a careful balancing 
of interests of the employers and the emp¬ 
loyees.” 

According to Dr Kuikarni, one of the 
significant innovations made by the indus¬ 
trial tribunals is Jhc recognition of the 
right of a dismissed worker to reinstate¬ 
ment. Under the common law of master 
and servant, the contract of employment 
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could never be specifically enforced* 
Against this background, recognition of 
the tribunal's right to reinstatement is a 
significant departure. The Supreme Court 
put certain restrictions particularly in the 
matter of tribunal’s adjudicating disputes 
arising out of wrongful discharge, dismis¬ 
sal, retrenchment or termination of emp¬ 
loyment in any other way. This was done 
on the ground that the employers are the 
sole custodians of internal discipline and 
efficiency and that the workers or the tri¬ 
bunals or courts should have no voice in 
that respect. Tribunals and courts could 
interfere with the management’s action 
only if there existed victimisation, viola¬ 
tion of the principles of natural justice, 
basic error of law and fact and want of 
good faith. It was however found that 
the above limitations on the tribunals and 
courts made them practically helpless in 
granting proper relief to dismissed wor¬ 
kers. Also, these restrictions in effect 
created hurdles in giving full effect to the 
social objectives of this legislation. 

Ultimately the principle that manage¬ 
ments are the sole custodians of discipline 
and efficiency in their establishments had 
to yield in the present socio-economic 
environment and the tribunals and courts 
were required to be armed with wider po¬ 
wers in the above sphere. By section 11 A 
which has been recently added, labour 
courts and tribunals are given powers to 
judge lor themselves the jurisdiction of 
discharge or dismissal for misconduct. 
This has therefore been a great gain for 
workers. 

All these developments in India have 
been’ explained in details and exhaustively 
by the author. 

The book will be found useful not only 
by lawyers and industrial relations officials 
but even by students of industrial econo¬ 
mics. 

Agricultural Finance 

Elements of Agricultural Finance is 
probably the first book of its kind dealing 
in detail with various problems relating to 
commercial bank lending to agriculture 
which has assumed great significance after 
the nationalisation of commercial banks 
in 1969. 

In agriculture which happens to be the 
primary sector of the Indian economy, it 
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The world 
could not 
add up to much 
without India 


India gave the world the number series. If numerals are 
called Arabic to this day, the credit goes to Mohammed 
lbn Musa Al-Khowarismi—the Arab mathematician. 

He adapted an Arabic translation of the Brahma Gupta 
•into a later work. The Latin version was published 
under the name De Numero Indorum—"concerning the 
Hindus’ numbers” 

In mathematics and other spheres, Indian talents have 
enriched the world. We at L&T try to continue the 
tradition by enriching life through industrial development. 
We design, manufacture and instal plant and equipment 
for every vital industry—steel, cement, fertilizer, paper 
and pulp, nuclear... 

Together with our subsidiary,Engineering Construction 
Corporation Limited, we have helped to build major 
projects like the Nagarjunasagar Dam, Neyveli Lignite, 
Rourkela Steel Plant, Gauhati and Madras Oil Refineries, 
the hot lab for the Bhabba Atomic Research Centre. 

We continually take up challenging jobs with confidence. 
After all wc are a major industrial complex with vast 
resources of technical know-how and manufacturing skill 
accumulated over 35 years. The success of our service 
lies in the individual talents of over 10,000 people in our 
associate and subsidiary companies and our network 
of offices all over India. 

LAR8EN & TOUBRO LIMITED 

P.O. Box 278, Bombay 40003tl 
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“1 am sure both the scholars and the practitioners of the science and art of Management will find this publica¬ 
tion of great use". 

Shri D.P. Dhar 

Minister of Planning , Government of India 

‘if INDIAN MANAGEMENT ABSTRACTS can help busy managers and their successors better to under¬ 
stand and practise the philosophy and techniques of modern management it will render a considerable service 
to its readers, hopefully round the world”. 

Dr John Marsh 

Asst. Chairman & Conselfor, British Institute of Management 
“I think such abstract services are of enormous value to scholars and practitioners alike”. 

Prof. Arthur F, Veinott Jr. 

Vice President , The Institute of M0&gttment Sciences 

“We in TI MS arc seeking innovative ways to handle our ‘information explosion* and we you well in your 
new venture in abstracting. Wc trust that your contribution to management in India wilt\be u significant and 
continuing one”. V 

Prof. Austin C Hoggaft 

Vice President , The Institute of Management Sciences 

INDIAN MANAGEMENT DIARY (Weekly) 

(Annual Subscription : Rs, 125.00; $40.00) 

A weekly reference publication presenting an accurate and authentic record of significant Managerial events of 
interest in India, week by week. It is a thorough digest of news and features prepared from different Indian 
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is noted that about 70 per cent of die 
form families who produce about 40 par 
cent of the total agricultural produce in 
the country, possess only medium and 
small holdings. The unsatisfactory con¬ 
dition of these farmers is one of the rea¬ 
sons why food shortages have become 
endemic in India. The new technology 
adopted to deal with the food problem of 
the country requires greater financial in¬ 
vestment and hence greater quantum of 
agricultural credit. These additional credit 
needs can no longer be met by the tra¬ 
ditional moneylenders, merchants and co¬ 
operative societies. This means the green 
revolution must be accompinied both by 
increase in the amount of institutional 
credit available and by the expansion and 
modernisation of credit institutions. 

Though the book is mainly concerned 
with the problems of agricultural finance, 
the authors have provided by way of 
necessary background, information regard¬ 
ing various aspects of India agriculture, 
namely trends in agricultural production, 
land and its fertility, extent of use of im¬ 
proved seeds, plant nutrition, use of man¬ 
ure, plant protection, irrigation and drain¬ 
age, mechanisation, farm management, 
development, of water resources, flood con¬ 
trol, etc., etc. All this technical information 
will be found useful by the officials of 
commercial banks when granting loans to 
farmers. 

analysis of the problem 

Analysing the problem of granting cre¬ 
dit to farmers by the commercial banks, 
according to the authors, the following 
factors will have to be borne in mind: (a) 
to provide credit not only to viable but 
also to potentially viable cultivators; (b) 
to keep a close watch on utilisation of 
production and development credit to en¬ 
sure proper input-output ratio; fc) to 
create an organisational structure which is 
geared to grapple with the new kinds of 
problems; and (d) to create a new cadre 
of bank officials who should play a dyna¬ 
mic role both in providing credit and 
in finding ways and means of helping far¬ 
mers in various ways. 

The main considerations while granting 
advances to farmers should be (a) the man, 
(b) purpose of loans, (cj the repayment 
capacity of the farmer, (d) the 

financial position and progress of 

the farmer, and (e) the security 

offered. Naturally, in a production- 

oriented lending, the emphasis should be 
on the viability of the scheme to be financ¬ 
ed rather than on the value of the security 
offered. The authors have emphasised 
that agricultural finance by commercial 
banka calls for a great deal of innovation 
and experimentation in policies, proce¬ 


dures and methods. Since in agricultural 
operations, timely use of inputs is very 
important, procedural delays id granting 
loans will have to be minimised. Also, 
conditions governing credit are important 
for formers. The average farmer keeps 
no account books to show his financial 
position. AI! these aspects will have to 
be taken into account when evolving pro¬ 
cedures by commercial banks. 

technical features 

The authors have then discussed the 
various technical problems of agricultural 
lending. They have analysed the prob¬ 
lems concerning ‘crop loans’ and ‘term 
loans’. ‘Crop-loans' are those loans which 
cover production-oriented short-term cre¬ 
dit needs. They can therefore generally 
be repaid from the sale proceeds of har¬ 
vested crops as they cover only the whole 
or a part of the operating costs. ‘Term 
loans’ on the other hand cover long-term 
credit needs i.e. investment other than 
investment in working capital or opera¬ 
tion expenses. Even if the sale proceeds 
of one season are large enough to repay 
the entire term loan, the farmer cannot 
do this because he has to meet his current 
family expenses and operating expenses of 
the next season. This means ‘term loans’ 
can be repaid only from the net surplus 
and have therefore to be spread over a 
term of seasons or years. 

While discussing to whom the loans 
should be given, the authors have analys¬ 
ed the concepts of ‘viable farm’, ‘poten¬ 
tially viable farm’, ‘marginal farm’, and 
‘subsistence farm’. The current ‘area 
approach’ followed by commercial banks 
in granting loans is analysed and ad¬ 
vantages of such an approach are brought 
out. These area approach loans are 
given as means of bringing about the in¬ 
tegrated development of all phases of the 
economy of an area. When the bank de¬ 
cides to sanction a loan, it will have to 
take into account factors like margin 
limit, disbursement schedule, repayment 
schedule, interest rate, insurance and 
documents. All these have been analysed 
from the technical point of view. 

In the case of agricultural loans, 
supervisions and follow-up action by 
commercial banks are very important. The 
authors have analysed in detail what 
aspects should be kept in view while 
carrying out supervision and follow-up 
action. This activity will have to be 
carried on by bank officials in cooperation 
with the officials of other agencies. 
Recovery is possibly the most difficult 
part of the agricultural finance. The has 
also been the experience of the national¬ 
ised eommericial banks during the last 
three years, Recovery problems are likely to 


arise because of factors like crop failure. 
lack of supervision, outside borrowing* 
inadequate surplus, denial of loans, 
hoarding of produce, wilful, misapplica¬ 
tion of loans, delayed credit, etc., etc. 
The authors have explained flow precau¬ 
tions are to be taken in different cases of 
recovery problems. Another important 
aspect about which banks will have to be 
very careful is documentations. The 
authors have explained the way in which 
documentation and mortgages Are to be 
scrutinised. 

What has made the book very useful 
for practising bankers dealing with 
agricultural finance is that wherever 
possible, the authors have supplemented 
their analysis with case studies illustrating 
the application of the principles explained 
in the chapter. This helps to remove any 
doubt which the readers may have. 
Equally significant is the actual training 
programme for agricultural finance officers 
suggested by the authors in the last 
chapter. The detailed and comprehensive 
syllabus will definitely equip the officials' 
for this new and complex task of agri¬ 
cultural finance. 

The authors G. Kathuria and K. 
Chandrashekharan are officials in the State 
Bank of India and have first-hand 
knowledge about agricultural finance as 
also teaching experience in this field. 
Naturally the analysis is comprehensive 
and clear. 

This excellent book which brings a 
refreshingly new look to the programme 
of lending to farmers, can serve as a text 
book and reference book for bankers. The 
book will also be found useful by students 
of agricultural universities and as supple¬ 
mentary reading by economics, commerce 
and management students. 

Wags Incentives 

For some time past, managements in 
India, both in private and the public 
sectors, have shown considerable interest 
in using wage incentives for increasing 
labour productivity. Unfortunately how* 
ever not much is known about the 
effectiveness of wage incentives in the 
socio-economic and cultural background 
of countries like India. Wage Incentives — 
Theory And Practice edited by G. K. Suri 
and containing papers prepared by 
distinguished scholars and practitioners 
with considerable experience in the field, 
makes an attempt to satisfy the need for 
the data based study in this field. 

We learn from this. book that India 
probably leads the way in the wage incen¬ 
tives as a method of increasing workers’ 
productivity. Generally there is a wide 
gap between the current and the potential 
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levels of efficiency of labour. Wage 
incentives offer comparatively an easy way 
of tapping this potential What is more 
significant is that in using wage incentives 
for tapping this potential, capital expendi¬ 
ture involved is negligible, the gairtfe 
significant and the gestation period small. 
We also learn that technological conditions 
in Asian countries and particularly in 
India, are favourable for the adoption of 
wage incentive schemes. These countries 
are characterised by labour-intensive 
technologies which afford great scope for 
wage incentive Schemes. There is also in 
these countries an emerging consensus in 
favour of the use of wage incentives which 
form an integral part of productivity 
movement. It is thus found that the 
general background and the context favour 
the introduction or wage incentive schemes 
in* Asian countiies like India with 
enormous labour supply, intermediate 
labour-intensive technology and urgent 
need for adding to production of wealth 
of all kinds. 

wage incentives 

There are papers (by R. K. Misra and 
others) explaining the concept of wage 
incentives The concept of wage incen¬ 
tives has been viewed from three angles: 
(a) as a motivational device, (b) as a 
managerial tool of productivity, and (c) 
as a method of remuneration. Conceived 
as a motivaitional device, scheme of wage 
incentives implies that “the lure of 
additional money will make the goal of 
productivity more attractive for a worker 
and will induce him to increase the rate 
of effort in order to qualify fora monetary 
reward/” It must however be noted that 
money is not the only motivator. Non¬ 
monetary factors such as job security, 
opportunity for advancement and sympa¬ 
thetic supervision can have favourable 
impact on the attitude and behaviour of 
work force, individually and collectively. 
This means that monetary incentives need 
to be supplemented by non-monctary 
incentives, R. K. Misra and A. S. Mcnon 
have exhaustively analysed the motivational 
and psychological dimensions of wage 
incentives. 

As a managerial tool, to managements 
wage incentive scheme is a useful aid and 
tool for (a) securing a better utilization of 
manpower; (b) reducing unit cost (the 
extent of reduction depending on the 
proportion of direct labour cost in unit 
cost); (c) better production scheduling and 
planning; and (d) performance control 
and more effective personnel policy, 
(particularly the wage administration and 
promotion aspects). R. Srinivasan in his 
paper has given detailed account of the 
various directions in which managerial 
efficiency is stimulated. 

Conceived as a method of remunera- 


tidn, sbherrtih of wage incentives bitve to 
deal with the following aspects: (f) estab¬ 
lishing a standard of perfoimance by one 
of several known methods (such as 
historical average, standard data, synthetic 
data etc., etc.), (2) laying down procedure 
for measuring actual performance, (3) 
predetermining the scale of reward for 
computing the quantum of incentive 
bonus on the basis of the difference 
between the actual performance and the 
standard performance. ' 

The difficulties in measuring incre¬ 
mental productivity attributable to wage 
incentives are genuine. But procedures 
will have to be laid down for evaluating 
the contribution rf an incentive scheme to 
labour productivity. The procedure that 
is suggested here is to develop reference 
indicators before the introduction'of an 
incentive scheme and compute changes in 
the values of the rcfcicncc indicators after 
the incentive scheme has operated for 
some time. It has been pointed out that 
“The reference indicators should include 
a well-rounded system of mutually 
supporting measures of changes in pro¬ 
ductivity such as output rate,spoilagcrate, 
rejects rate, direct labour cost, absenteeism, 
labour turnover, labour-management rela¬ 
tions, inter-group cooperation; and the 
climate for Work/’ Menon, Sheth and 
Roy have dealt in detail with these aspects 
of wage incentive schemes. 

sharing of gains 

As regards sharing of gains in produc¬ 
tivity, it is suggested that management 
will have nothing to lose even if they 
share the gains on one - to - one basis. 
Their additional sources of gain in this 
case will be: (a) reduction in overhead or 
fixed costs, (by more intensive utilisation 
of capital equipment resulting in lower 
unit cost, (c) reduction in overtime, and 
(d) the possibility of introducing second 
shift which is not feasible under a system 
of overtime. In the above discussion the 
underlying assumption is that output can 
be standardized and measured. Where 
output is variable or immeasurable, (as in 
the case of office staff, maintenance 
workets, supervisory and managerial 
personnel etc.), introduction of incentive 
scheme becomes rather difficult. 

It appears logical to assume that the 
effect of an incentive scheme will be felt as 
much by supervisors as by workers. The 
sypsservisory incentive scheme will however 
involve a different approach. V. K. 
Pathak has ably dealt with this topic. 

For the top executives profit bonus 
can be a powerful incentive, provided it 
is properly conceived and administered. 
In fact the problem of managerial 


remuneration has assumed great wgiWfi* 
canoe'in India in repent years because of 
such factors as fixation of statutory 
ceiling oh salaries and perquisites of 
managers, development of Mationary 
pressures with cOfrosiVe effects on their 
real wages, upward pressure in remunera¬ 
tion of unionized employees throujgh 
collective bargaining ana therefore shrin¬ 
king differentials on account of these 
processes. Very serious concern has been 
expressed in recent years on the repercus¬ 
sions of these factors on morale, motiva¬ 
tion and performance of managers. There 
is no doubt that the quantum and mode 
of managerial remuneration require serious 
consideration. 

motivational effectiveness 

Managements have often in the past 
reported disillusionment with incentive 
schemes after they are in operation for 
sometime. It is found that after some 
time the motivational effectiveness of such 
scheme deterioratevs or altogether dis¬ 
appears. Also, some external factors such 
as scarcity of raw material or non-avail¬ 
ability of spares etc., affect the stipulated 
relationship between effort and reward 
and throw the incentive secheme out of 
gear Very often labour-management 
conflict is brought into sharper focus over 
the revision of standards. 

There has been a constant battle bet* 
ween management and workers to get a bi& 
ger and bigger share of the money income, 
it must be realised by both the parties that 
this cannot go on indefinitely, unless the 
size of the cake is continually increasing. 

Wage incentive schemes will play an 
important role, if not an exclusive 
one, in improving the all round produc¬ 
tivity of the economy. 

Wage incentives did not find any place 
in the traditional theories of wages, either 4 
the subsistence theory or the marginal 
productivity theory. Wage incentive 
schemes have developed on pragmatic 
basis. It is therefore good that wage 
incentive problems are being brought 
under analytical framework and are being; % 
discussed academically. Countries like 
India arc in dire need of increasing, 
productivity and any scheme that wilt 
contribute to this end is welcome. But 
wage incentive schemes will raise many* 
issues such as ‘equal wage for equal work’, 
determination of norms of work* job 
evaluation, standard manning, personnel 
policy, corporate goals and long-teriti 
planning, etc., etc. It is therefore an 
extremely satisfying thing that Indian 
labour economists art applying their 
minds to these vital problems. There & 
no doubt that like other publications of 
Shri Ram Centre most of which have been 
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V. Balasubranwhiwi 


b * problem-ridden world Australia 
perbeps has less to worry about 
presently than most.other countries. The 
oU.crisis, for instance, seems to have 
inflected it only marginally. While it is 
. true font daylight-saving time has been 
introduced in. some of the states, austeri- 
. ty -has so far been conspicuously 
' ribamt in the use of the automobile 
for business or pleasure. It has 
not been found necessary so far to raise 
the price of petrol and curb consump¬ 
tion thereby. Australia’s oil problem, 
such as it is, has so Ear been confined 
to some concern about the adequate 
availability of bunkering oil for essen¬ 
tial shipping. . Even here prompt and 
vigorous action on the part of the fede¬ 
ral government has ensured that ’■ the 
foteaatjotia) oil companies will provide 
enough hunkering oil for ships calling 
at Australian ports for the carriage of 
Australia’s staple exports such as wheat. 
After skilfully dramatizing the possi¬ 
bility of a confrontation between Can¬ 
berra and the cal companies on this issue, 
the forceful minister for Minerals and 
Energy,. Mr Connor, employed some 
persuasion gad a large measure of bully¬ 
ing tbanne s guarantee that Australia s 
pxport trado would not suffer for want 
p£ bunkering oil at Australian ports. 

f*ffyitlg4Kt Position 

Ah this does not mean however that 
Andmia |» dependent only to a neghgj- 
bte dsfotftM-artetaal sources for**® 
of Priroleuro prod«^?* 
^fete-candomestic production i» 
■Sm ^SS oSb.'rtwat 70 per cent pf 
Jw&WfoS'needs. This country 
hdt writy unduly about 
.'SaSTjfcff'Afe ‘feMier co# df these 'fam : 

foe* AusttaBe 
a-'-'rironff ..'bahupce of' 




still steadily rising. This would mean 
that Australia stands to gain more on 
the swings of food and taw materia! 
prices than what it may have to lose on 
the roundabout of higher oil prices. The 
terms of trade, in other words, promise 
not only to play fair by Australia but to 
treat it in an increasingly friendly fashion. 

So much for the relatively short-term 
implications of the oil crisis for the 
Australian economy, trade, or balance 
of payments. The prospects in the long 
run seem to be still more encouraging. 
Even quite some time before Arab oil 
came to the boil, the present govern me nt 
in Canberra had been. giving serious 
thought to the requirements of a forward- 
looking national fuel policy as well as 
a national energy budget. A new depart¬ 
ment of Minerals and Energy, for instance, 
was established following the victory of 
the Labour party in the general election 
in December 1972. In the following 
February the cabinet approved the crea¬ 
tion of a Pipeline Authority with res¬ 
ponsibility for planning an interstate 
ringmain pipeline system for the trans¬ 
mission of natural gas. 

It had been felt for some time that 
Australia had not been making the 
best possible use of its relatively 
abundant resources of natural gas 
and that it had in fact been impro¬ 
vident in promoting the export of 
natural gas condensate and liquid petro¬ 
leum gas which were capable of bring 
reconstructed into s uperpr e mi um motor 
spirit The act providing for the crea¬ 
tion of the Pipeline Authority therefore 
contemplates the immediate rationaliza¬ 
tion of the . utilization of Australian re¬ 
sources of natural gas as wdl as the 
long-term development of those resources. 

The Authority hag been charged 
with rite tranmdsririk of hydrocarbons., 
fefiquid M .gMttTOa.fonn* by intestate 
mntid&fc'-tte continuity 

IBmjmass. 


to buy and sell hydrocarbons in liquid 
or gaseous forms, selling, petroleum pro¬ 
ducts including natural gas for' reticula¬ 
tion to appropriate authorities and cor¬ 
porations and, finally, exporting hydro¬ 
carbons in liquid or gaseous -form when 
and if export permits are granted' by the 
Australian government. The first stage 
of the national pipeline system is to 
link the city of Sydney to the CSdgealpa 
fields in South Australia while the ulti¬ 
mate objective would be to extend the 
pipeline to Palm Valley fields in y "the 
Northern Territory; Again, in view of 
the critical energy shortage In Western 
Australia, where much of the nuaCral 
and industrial potential of the cobtifcent 
is awaiting more intensive ootninefeial 
exploitation, a study has been. .Under¬ 
taken to evaluate the. fraslHBtg<'Wf-n 
pipeline link between Prim VtiBey, 
Kalgoorlie. Perth and the natural ,;'-gaa 
fields on the North-West forif,'. 

Labour Critics ... 

The Labour patty, When ha dpi^ori- 
tioo, had been frankly critical-.'of ;-rijba* 
it had regarded at tame .«.:gfaMhriffcO. 
the part of the Liberal.govaruariat in 
the areas of energy and roptfri-thteMp- 
moot In particular it 
the Commonwealth ; government'; ,>*as 
ineffective in guiding onshore 
exploration or exploitation, mhua. bring 
neglectful of the possibilities .of-uffolkrie 
petroleum exploration although Australia 
had the advantage of poracssini g. ‘Vibe 
world’s largest continental' she}? "eeste* 
mg If million square mika One rrik^.Re¬ 
cording to Labour critics,, was.. thrir;ioff- 
shore exploratory drilling p ert ri g L wfcfob 
related to excessively huge afotg,/were 
bring exploited on a' ito& : :uiteariye; basis 
witit the result that .AiMtrrik-'tte^'ldWli*. 
precious time in cstahridriag" or Jitefiwg 
-adequate-teserves cfteruilMib. v... 

' Ckmsaterovdftt^ crBkri 
Labour' ht .-office hM.-bter 
In' fkpnriiiig^tiri^ricriErion of 
and MiasraSa Authority. 
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ame up before the Christmas session of 
■Parliament commits the Authority to 
'he exploration, development, transport. 
%-ocessinp: and selling of Australia's petro- 
%um and minerals. It directs the 
Authority to employ its own personnel^ 
tjnd equipment in search but also per¬ 
mits it to let out contracts for search. 
)ct in partnership with companies, take 

shares in companies in appropriate 
iases and accept farm-ins to attractive 
\reas. Simultaneously the government 
tes done some significant rethinking on 
Vicentives for petroleum or mineral ex- 
duration and exploitation. It had been 
’/ahour's contention that an excessively 
ligh proportion of the total expenditure 
ncurred on petroleum exploration in 
\ustralia was being financed by oil 
search subsidy payments and lax conces¬ 
sions by the federal government and by 
>ther forms of state and federal govern* 
nent expenditure. 

Quid Pro Quo 

According to this argument the 
.'ontribution of public icvenuc to oil 
md natural gas exploration to date 
Aoukl be SA 41*) million or approxi¬ 
mately 50 per cent of the total 
md Labour had always felt sore that, 
in return for this contribution, the Com¬ 
monwealth government hud not secured 
equity participation equivalent to such 
aid. Consequently it is the policy of 
tlw piescni government to secure Aus¬ 
tralian ownership and control of the 
nation's assets by all legitimate means 
not the least of which is bv direct gov¬ 
ernment contribution to exploration and 
development in the place of assistance 
to subsidy payments or tax concessions. 

Following a cabinet decision in Ma\ 
last year, income-tax concessions for 
capital subscribed to companies for ex¬ 
penditure on mining or prospecting for 
oil and other minerals were withdrawn, 
with the Treasurer, Mr. Crcan. and the 
Minerals and Hncrg\ minister, Mr. 
Connor, adding for good nieasuie that 
these income-tax deductions had been 
used extensively for tax avoidance pur¬ 
poses. It was estimated that the ter¬ 
mination of the tax concession would 
save an amount in excess of $A 250 
million and that these funds could be 
used for financing the operations of the 
Petroleum and Minerals Authority which, 
incidentally, is to extend financial as¬ 
sistance to those Australian-owned com¬ 
panies which, having located and identi¬ 
fied mineral resources, might lack the 
financial means to develop them to n 
stage of -substantial production. This 
assistance could be in the form either of 
loans or equity participation by prefer* 
icd ordinary share holdings and it would 


also be available for additional explora¬ 
tion and proving where supported by 
satisfactory investigation by the Bureau 
of Mineral Resources as to the geologi¬ 
cal validity of the pjroposed operations. 

While the prime minister, Mr. 
Whitlani, and his colleagues including 
Mr Connor have been asserting anil 
reasserting that the central objective of 
their petroleum and mineral policy is to 
promote the rapid and sufficient deve¬ 
lopment of Australia's essential natural 
resources, they have made no secret of 
the fact that its main thrust is in I he 
direction of establishing decisive Austra¬ 
lian ownership and control over the 
nation s extractive industries. Although 
they have taken care to make it clear 
that it is not their intention to seek to 
achieve any part of this purpose by, in 
the words of Mr Connor, “usurping the 
rights of those overseas organizations 
which have a major control today of 
our resources", there is considerable op¬ 
position in financial and business circles 
to the Whitlam government’s attitudes 
towards foreign capital and foreign in¬ 
vestments. It is generally conceded that 
while a large and even decisive measure 
of Commonwealth influence should be 


Status 

Australia's current status symbol is must defi¬ 
nitely its present prime minister, Mr Gougn 
Whitlam- There are of course a very targe 
number of Australians, particularly in the busi¬ 
ness community who might disagree even vio¬ 
lently with the economic policies of the govern¬ 
ment uid there are certainly many politically 
conscious Australians who. even white sympathis¬ 
ing with the substance of Mr Whit lam's foreign 
policy, entertain grave reservations about its 
st>le. Nevertheless, most Australians are as 
pleased as Punch that they have for their prime 
minister a man of high intellectual calibre, 
the like of whom has been rather rare in 
Australian politics since the late Dr Ewart. 

While 1 was in Canberra talking to Common 
wealth government officials, I came again and 
matin across men who fully acknowledged that 
Mr Whitlam was providing a kind of leadership 
(o the administration which the country had long 
been in need of. 1 should mention that not all 
of these men were young or recent recruits to mi¬ 
nistries, departments or other govcramci t agenc¬ 
ies. Many of them were elderly officials who bad 
writ governments come and go and who had wor¬ 
ked under a number of ministers or prime ministers 
over the vears. One of them told me that he had 
entered government service with liberal ideas of 
how government should fund ion, and although 
he had been rising in status and responsibility, he 
never had a chance until Mr Whitlam came to 
power of obtaining serious consideration for any 
major rcfoi m measure. Tor instance, really seri¬ 
ous rethinking on Australia's traditional protec¬ 
tionist policy, according to him,has become possi¬ 
ble only after Mr Whitlam has thrown open the 
windows of hfs secretariat to the winds that blew* 

The prime minister himself would lilq* to be 
j udged by Australia as well as the world at lai$e 


established in the exploitation of Austra¬ 
lia’s natural resources, the critics are 
frankly sceptical about Canberra being 
able to command enough domestic sav¬ 
ings or resources of technology to be 
able to organize the exploitation of Aus¬ 
tralian mineral and energy potential at a 
rate which Would measure up lb the 
nation’s growing needs including possi¬ 
bilities of profitable exports. This posi¬ 
tion is perhaps best summed up in the 
December issue of Review, the publi¬ 
cation of the Bank of New South Wales. 
To quote: 

■■Time is the key clement in expanding reserve* 
of known energy resources, in improving energy 
output from existing energy sources, and in 
develop ng new energy sources. ... But denied 

the time,.many industrial nations could 

be faced with highly inconvenient, although not 
disastrous, energy shortages in the short term... - 

“If there is a lesson- to be learned by Austra¬ 
lia from this situation, it is that search should 
be stepped up for the only mineral energy re¬ 
source in which it is partly deficient, Oil. But 
present Australian Government policies do little 
to promote exploration In this important area. 
Not only has the Government maintained the 
previous oil price which was unresponsive to 
changes in import parity, but it has also recent¬ 
ly adopted a chauvinistic approach towards 
the ownaship of fuel resources. Promotion of 
the maximum Australian ownership of resources* 
is an ideal that should not be condemned out 


Symbol 

in terms of his government's foreign policy which 
he has made peculiarly his own. He has poin¬ 
ted out that this policy aspires to a more inde¬ 
pendent stance*, one that is less militarily orien¬ 
ted, not liable to suggestions of racism and one 
that will achieve for Australia regard in the world 
at large as a distinctive, tolerant, cooperative 
nation. He has also declared catego¬ 
rically that Asia is the area of Australia’s pri¬ 
mary interest and concern and that Australia's 
policy in the Asian and Pacific regions Is one of 
continuing and constructive involvement. Re¬ 
cently he made it clear that this Aslan concept of 
his very definitely included communist China. It 
is his purpose that Australia Should seek new 
forms of regional cooperation that are geared 
to the realities of the present pud the future. 
Finally, while slating that his government oas 
followed with interest the initiatives of south-east 
Asian countries to achieve a zone of peace, free¬ 
dom and neutrality in the region, he has also 
assured those countries of Australia’s support fin 
these efforts. 

Defining Australia's relations with the Rteat 
powers, Mr \VhiU«un has declared that It remains 
the constant objective of Australian foreign policy 
to maintain close sutd continuing cooperation Pith , 
the United Slates, This relationship is formally 
expressed in the AN/US Treaty, wb&eh ^ 
mains the crucial treaty for Australia* a* pffr, 
viding the framework for, cooperation ado few* 
sulfation at both rim political and official levels. 
Simultaneously he has also recognized the So¬ 
viet Union aa another great power wfih a tub* 
tantial interest in the Asian and Pacific ragtags 
and has undertaken to promote the devtriopmeat 
of doner cbopemKon bwdjri 

his country end the USSR to die mutual benefit . 
of both. 
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rfhsfhl, but it Is » matter of conjecture bow 
the nationalistic aim it to be reconciled with 
•economic r-sality. The most preying question 
to be answered is how Australia can attract 
from overseas the advanced technology, which' 
Is necessary for eqnc types of exploration, 
while at the same thus the avowed Australian 
policy is to minimize foreign development of 
resources. Lack of policy detail means that 
Australia will go loihe bottom of the list as a 
prospective area. (Already many Australian 
, > oil search companies ate exploring overseas in 
, preference to Australia.) 

• “The organization* best able to ride out this 
period of uncertainty we the large, federally 
oveiseus-owncd, companies. Indeed ft would 
' be ironic if a policy aimed to bolster Australian 
ownership disadvantaged Australian-owned 
companies, ft is particularly unfortunate that 
the lack of clear policy has added yet another 
disincentive to oil search at a time when the 
: need for stepped u»exploration is a matter of 
• ' uigoncy.” 

Much of this particular discussion is 
nd doubt part of the larger political con¬ 
troversies going on in Australia as else¬ 
where in the world over the role of multi¬ 
national corporations and readers in this 
country will no doubt he struck with the 
familiarity of most of the arguments de¬ 
bated in Australia Nevertheless, there 
Are certain basic facts which in any event 
would determine the main direction of 
Australian economic development in the 
•coming years. To start with, Australia 
shares with the Soviet Union and Canada 
the distinction of having substantial re¬ 
serves of all the four main energy mine¬ 
rals, coal, oil. natural gas and uranium, 
its only significant deficiency in the ener¬ 
gy spectrum is its rather limit-fti poten¬ 
tial of hydel power. Soviet Union and 
Canada, incidentally, have large resour¬ 
ces of hydel power as well. Hydro-elec¬ 
tricity accounts for only about two per 
cent of Australia's total primary energy 
consumption, about the saute proportion 
as contributed by either bagasse or wood. 
Because of the lack of high level water 
catchments Or snow country, Australia's 
potential for further hydro-electric de¬ 
velopment is severely limited. 


$00(1 For Business? Or. Sod? 


On thfe domestic economic plane, move end 
nm AwtniUiitf H*vp lately toe* Mon whether 
labour bs been noon for business and the ans¬ 
wer, predictably, is not always the same. The 
Btsfuiss magazine Rycfce's in its issue of January 
1974. has attempted to present both sides of the 
medal. A specialist in the Australian labour 
movement, Mr Keith Windschufttle, credits the 
labour government with the aim of creating a 
system of corporate capitalism oh the Swedish 
model, which, in his view, U and ought to be good 
for business. He rejects the criticism that the 
WfcMLm government is prone to encourage wage 
inflation and says that, od the contrary, by pro¬ 
viding the wage earner with other moans of im¬ 
proving feds living standard, this government has 
shown that the only avenue for improvement Is 
not higher wages. By enlarging social security, 
Holding down the cost of medical treatment, ex¬ 
panding superannuation and retirement benefits 
and Improving welfare for the poor, the Whitlam 
government, according to this observer, is in 
tact helping to retain the present rate of income 
distribution since all this provision of social ser¬ 
vices or public goods Is being paid for by non- 
progressive methods of taxation which would 
mean that the bill is being mid for largely by 
the working class itself- Mr Windschuttle re¬ 
mark* that WaMtt thus need have no wor¬ 
ries about their employees gaining a larger share 
of the national wealth under Labour and he 
asserts that the spate of record profit announce¬ 
ments made in 1073 gives a fair indication of which 
way the tide is running. 

Mr George Pollies* Executive Director of 
the Australian Council of Employers* Federation, 
taking the view that labour has not been good 
for business, complains that there has been a 
breakdown of communications between govern¬ 
ment and business nod that the former has not 
cared to have any real consultation with business 
on such basic economic issues as the revalua¬ 
tions of the Australian dollar or the across-the- 
board dariff cut. Hd complains that there is 


(Mack King Coal 

It is generally known that. Australia 
ia one of the World’s major coni exporters. 
: ViftuKt is far less widely recognized is 
that, by world standards, its black coal 
: reMrvts are not large. Nevertheless, as at 
ilWpttt, the margin of self-sufficiency is 
l^.qanDgk to permit of a policy for 
maximizing export returns from this com* 
modify. Meanwhile, the share of coal 
in total domestic energy production is 
dipping although coal still fuels most 
of electricity generation. It is note¬ 
worthy also that more than 85 per cent 
of brown coal mined in Australia goes 
«Qto the production of electricity. Black 
coal and brown cool, between themselves, 
uccount in the proportion of 3:1. for 40 
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per cent of all energy generation. H is 
believed that the further expansion of 
coal mining will be related to a large 
extent to the needs of the iron and steel 
industry which is a strong Rt-owth area, 
and the requirements of export trade 
which again are steadily rising. There 
is also the' possiblity that, should oil 
prices continue to rise, coat could well 
indirectly recapture some of its former 
markets by being processed for oil sub¬ 
stitutes as well as for petrochemical 
feedstocks. 

, It has been pointed out that Austra¬ 
lia is a comparative new-comer to t|ic 
oil exploration scene arid that it was not 
until after 1953, when oil flowed briefly 
at Rough Range, Western Australia, that 
exploration began in earnest. Since then 
six oilfields have been , brought into com¬ 
mercial production while two more are 
expected to be in operation ; by 19745. 
While rich deposits Of oil stele exist in 
New South Wales, Tasmania and Queens¬ 
land, extraction has been seen to be un¬ 
economic at present. About two-thirds 

' : m\r' : 


tittle coordination in the activity of government 
and no focal point to which one can direct atten¬ 
tion. II* protests against ‘'precipitate airommce- 
ittent* by ministers about government’* intentions 
without any warning orlimitation, or Indeed, 
In many instances, seemingly with much emotion 
but without any real consideration of the hmes 
involved/* 

Doubting the government 4 * capacity to handle 
industrial relations, Mr FolUes points out that 
time lost through Industrial disputes in the first 
nine months of IV7J almost double the time lost 
in the first ainfe months of the previous year. 

Rather interesting in the Indian contest te 
the following observation by Mr Follies: 

“Another aspect which mikes life difficult 
in terms of employers and industrial relations 
is the case with which ministers seek to blame 
the shortcomings In their economic manage¬ 
ment, or the shortcomings in the behaviour of 
unions, or the private sector. Worthy of 
particular note are the gratuitous insults which 
they hand oat to various sectors of industry, 
such as the multi-national companies, the 
mining industry and the like.** 

After remarking that “to pretend that business 
is rapacious in its pricing policies and cansing 
inflation is to say to business 'We have no new 
for your support, you are the enemy* *% Mr 
Folitcs concludes that “the basic problem facing 
business at the present time I* the hostility « 
government attitudes in the area* where positive 
guidelines and cooperation arc needed If baabtmn 
is to make the contribution to the development of 
the Australian economy which labour itself needs/* 

Like most prime minister* in the world* Mr 
Whitlam then Hu* hi* problems of credibility 
ctenas he has his oonspedal advantages of char* 
tenia. 


of the feedstock of the ten domestic re* 
fineries In supplied by Australian Oilfields 
and imports of crude oil have fallen from 
MO million barrels per annum four years 
ago to 63 million barrels per annum now. 
it is however forecast that, in the absence 
of any major oil strike, Australian self- 
sufficiency i* likely to slump to less than 
15 per cent in ten years’ time. 

With petroleum products .supplying 
about half of Australia's total energy re¬ 
quirements, consumption has been rising 
steadily at nine per cent per annum 
over the past decade. In 1971*72 cop- 
sumption was 7,000 million gallons of 
which the two biggest components were 
motor spirit (2,430 million gallons) and 
fuel oil (1,640 million gallons). Stated 
broadly, while the known depots of 
light crude oil presently make Australia 
hugely self-sufficient in end-products such 
as motor spirit, jet fuel, kerosene, light 
heating oil and diesel, national oil eco¬ 
nomy is notably deficient in heavy crude 
essential for making such end-products 
as bitumen, lubtfealing oil and fuel oils. 
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There is thus some j^srinblance to' the ' 

Indian situation altbougf India's overall 1 - 
dependence on imports of crude oil is 
substantially more.: 

An interesting question is to yjbst fig* 
tent natural gas liquids could help to nil 
the gaps id the oil economy. The newest 
of Australia's energy resources, natural 
gas, at once meets only some five per 
cent of Australia’s energy requirements, 
but it is expected to satisfy about 19 per 
. cent of the total energy needs by the jn<d- 
i 1980’s. The three main liquids which 
f could be separated from natural gas are 
• condensate (mainly naphtha), liquefied 
! petroleum gas. or LPG (the material for 
i bottled gas but which can also be con* 

1 verted into motor spirit), and ethane 
(the raw material for polyethylene). The 

Australian government's decision to make _ . . .. 

motor spirit from natural gas liquids Moic immediately, however, a practi- thiry sectors. '-Thegeneral/ujrUsfc.of_ \ 

has been criticised in some quarters on cal objective of Australian policy for trafia’s further economic 4tira|4fpwMi ‘ w 
. (he ground that; while ready overseas uranium should be the maxi m ization of • Kkely to coatiuetobe lathe sMdadftKik^ 
markets could be .found for LPG, which export returns while the coal-deficient tion but with this difference that in Jhft'" 
is in fact already being exported to Japan states of Western Australia and South ydara immediately, ahead,the dtoeKtfMBC, 
in substantial quantities, making motor Australia are persuaded to look more of energy and mineral resources, may 
spirit from natural gas liquids does not to < nudear power plants than to natural claim a good proportion of effort at*d 
increase Australia’s oil reserves. It is gas for generating electricity. The cur* investment. ‘ 

only the capacity to make from natural. rent export contracts stipulate that the Hie energy situation has been dwcus- 
gas a product which would Otherwise uranium will leave Australia as primary red already at some length. Mineral 
have been made from crude oil that uranium oxide concentrate, or “yellow- development has also assutped shnlbu 
oouU add a new dimension to Austra- cake”. The present Australian govern- topicality. It has been estimated that if 
lie's self-sufficiency in motor spirit. As merit, however, is very much in favour world consumption rates do not rise 
it happens, this new dimension could of processing this material to uranium above present levels, and if no further 
however do nothing to alleviate Austra¬ 
lia's dependence upon imports of heavy 
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observers credit, _ A ... 
ptfficy foQoweti % tbe foraner 
wealth govermfrmtu which 
licences conditional 

ing proved. The effickricyof corampdou > 
of uranium, into energy varies enormously 
depending on fuel co mU Mpn reactor tsjpe 
and method of operation .of .the nucteair 
power station. The' development; of 
‘breeder* reactors—one has already been 
commissioned iu the Soviet Union on a 
commercial scale-promises to achieve a 
spectacular increase, in tins efficiency, 
and on the basis of this development the 
energy potential of Australia’s uranium 
reserves could dwarf its aQ other power 
resources. 
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crude mis. 

Unlike natural gas liquids, natural 
gas itself could be mainly used in direct 
competition with petroleum products. 
Thus, natural gas competes with the re¬ 
finery product, naphtha, for domestic and 
commercial gas supplies and with fuel 
Oil to fire industrial boilers. The indus¬ 
trial market for natural gas is expected 
to grow rapidly. When Victoria began - 
to use natural gas in 1969, the industrial 
market accounted for seven per cent of 
usage and over the next three years this 
proportion rose to about 30 per cent. 
Consumption in Sydney area is expected 
to start at about 100 million cubic feet 
a day and rise to about 450 million cubic 
feet a day by the mid-1990’s. Faced 
with usage projections of these proposed 
proportions Australia has banned the ex¬ 
port of natural gas until the reserve posi¬ 
tion has been clarified. While this policy 
is accepted as sensible, the question has 
been raised whether it is prudent _ to em¬ 
bark on large-scale pipeline projects in 
the present stage of lack of knowledge 
about natural gas reserves since fresh 
discoveries might render expenditure on, 
some of the pipelines wasetful. 

Australia has a creditable record in 
uranium exploration, The known re- 


When SiQRabntn Strike 


. ^ >■***}!*? *M««ny WM bpomfas Wnawly 
197$. Indices tuck as consumer 

mpioymcBt or now motor vehicle n-_ 

, i were all nutting upward. In Ike same Mis 
period the threat of MRstfon followed by infla¬ 
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m W#4;(!PW»a^ksa: continue grofi^g 
*sat present, alumtisium (bauxite). man- 
.tetif n«M - toay be added to H » 
ItetAgaJast this background. Australia, 
making as it docs among the world's five 
aam produce’s of bauxite iron ore, tin. 

■ -aided, diver. lead, zinc, manganese aid 
. wanium. 081 ( 118 % entertains a keep 
■IW of responsibility for plannnig mine' 

, ral development in such a way that it 
. fes optimally profitable in the short period 
Write being sufficiently farsighted in terms 
of the long-term national and world out¬ 
look. 

As a matter of practical policy it is 
obvious, however, that in the next two 
years the mineral sector Should be deve¬ 
loped as rapidly as possible. The bulk 
of .the investment for this programme will 
have to be provided from domestic sav¬ 
ings given tht present Australian govern¬ 
ment's nationalistic approach to the ex¬ 
ploitation of natural resources. So far. 
foreign capital and technology have been 
playing a strategically important role in 
promoting Australian mineral and secon¬ 
dary industrial development. At the pre¬ 
sent time many of the sources of exter¬ 
nal capital or technology remain Quito 
keen on sustaining this rote In addition. 
Japan, hungry for foodsuffs. minerals and 


oa tin tsajfrter. It may b* dM twra fat Uw 
(umtMr of new house* or flats ewtttacM has 
hem of the order of 120,000 per year daring 
mod to 1971-72 while the eoneepeadiag «- 
gas (nr 1972-73 la over 10MMW0 mar homes 
•ad flats. All this to surely some tndicathM that 
wage earners are actively partid- 
patim I* the gilns of Its booming ecoroaiy- 

As of May 1973 the average hesrly earnings la 
mawef* Warlag hafasstry were 411.73 la Aastralla 
■abates M 1.42 IsnrUKw A11.92 la Italy. 
An hgmtattag safstwtimal comparison of how 
samh the worker pays Her "caltwo" to varlam 
nmndrlas ms ham attatapMl ad tt htt ham 
■ahritdnttthatnaAasMHaaeinpteTedln waan- 
metpiaglaiasiry.irillhasetosrork far a little 
over one hoar toeemMMKh to pwdnse the lean 
e^maabeUiAet tor opera or ballet at flie Sydney 
«MHi.imnasB| , eeailtmtMAvstnllnnw)tl have 
. toivm for fear hoars for a seat at a perier- 
amspn m tjte'Ststt Ops*' Haase, Vtaaaa. 
Stimml^sfidimjdaeeafdsaraand where 

tars taming? ofi 


M«r bttrt^w wall. off 
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indutfmi ^aterjafe. is &pcda!ly an&fotis 
to <tt&*ta»tc m jctat efctcrpmes in Aw* 
rei Ba bvto a wide --imp of titmmmi 
W*production. Cantata* interestingly 
enough, has promptly declared that it 
taows its mind on the times involved and 
is determined to act on that knowledge. 
A document titled 'Fomgn Investment 
m. Australia’ states tta position of the 
Wititlam government in these words: 

, Mir Government has the flrra policy objec¬ 
ts* of promoting Australian control of Austra¬ 
lian rcfeutccft and industries. We also want to 
achieve the highest possible level of Australian 
ownership of our resources and industries. By 
the phrase ‘the highest possible level of Austra¬ 
lian ownership* we mean ifie highest Australian 
equity that can be a liteved in negotiations 
Profit by project, that are fair and reasonable 
to botir parties and an within the capacity of 
our own savings to support* However in some 
special energy cases, which I shall mention 
shorny, we do have a particular objective of 
100 per cent Australian ownership. 

This policy is being applied in a pragmatic 
way and all cases will be considered on their 
merits. This already applies in our examina¬ 
tion of prop 'sals under the Companies (Foreign 
Take-oven Act We aim to make our judge¬ 
ments taking into account the full circumstan¬ 
ces of each new projeii or proposal, including 
such factors as (he size and location of the pro¬ 
posed project, the use made of advanced tech¬ 
nology, marketing arrangements, environmen¬ 
tal aspects, labour relations and Aboriginal 
interests. 

There are certain industries where we regard 
Australian ownership and control of particu¬ 
lar importance. Three relate especially to 
sources of energy where growing world short¬ 
ages and other facto s make (his essen ial. 
Uranium is one of there energy sources and we 
have an »bjectivc of full Australian ownership 
in development projrcis involving uranium* 
We atsq regard this as a desirable objective in 
oil, natural gas ami black coal. 

We recognise however that Australia’* re¬ 
sources of capital and technology are relatively 
limited, that the si 2 c of >he projects to be 
undertaken is often very great and that we shall 
need to cat! upon overseas expertise, techno¬ 
logy and capital to contribute to (he proper 
development of these vital energy retojrccs. 
Thus while we seek k> .require equity in new 
projects inv >lvine these four minerals to be 
ia Australian hands, we do look for overseas 
participation in some ways: through access to 
technology, loans and especially long term con¬ 
tracts. 

The Australian Industry Development Cor¬ 
poration—-AIDC—is a basic means by which 
the Government will seek to ensure Australian 
equity and con'rol and there are important 
areas in which the AlDC will be able to work, 
both with overseas companies and Australian 
investors. Proposed increases in the percent¬ 
age of foreign equity in existing projects which 
already hive high overseas equity may well be 
fltlhM to particularly dose scrutiny. Our 
' genera! object is to moderate such holdings in 
these projects. 

For other minerals our approach is more 
flexible. We desire partnership between 
Australian and foreign.equity capital. I want 
. to make it quite drartnatthere is no prescrip¬ 
tion of foreign equity panfetP&tion in mining* 

’ The nature of the tatnerthip between Au$* 

' that is ap- 


'' far m% ta. • *WP imeg.#ill ; tSed to' be stressed 
Oft.;- Ia#wwi tfittuntencn it .may 


be atccplabte fix foreign investors to partici¬ 
pate fWflcamly in dedwon-makmg in a pro- 
Jdw* Toe size of the pFqycct* the amounts in¬ 
volved, and the type of mineral are afl factors 
to be taken into account, lit tainting our 
objectives we shall he flexible apd guided by 
the practical needs of particular cares. 

It is not our aimtohavea different set of 
criteria for overseas participation m mineral 
raploration from those for participation in the 
development of proven mineral deposits* 

In the uranium field in particular, and desir¬ 
ably also in oil, we aim to adopt the same sort 
of approach in exploration as I have already 
outlined for development of there minerals. 
However, in order to maintain a desirable 
level of exploration activity, we would, if neces¬ 
sary, accept a lower lewl of Australian owner¬ 
ship in exploration. 

Given the limited Australian capita! resources 
available and the higher risks usually involved 
in exploration, there is, however, much to be 
said for concentrating Australian equity at the 
production stage 

As had been indicated earlier, this 
policy is not without critics in Australia. 
Some of those critics however happen to 
be also the critics, in priniciplc. of La¬ 
bour and its policies. The next few years 
will show how fur the reservations enter¬ 
tained by them on the Whitlam govern¬ 
ment's definition of the legitimate scope 
for foreign investments in Australia are 
justified. Australia’s population, it is 
true, is small and it is also a fact that 
this small population already enjoys s' 
very high standard of living. Nevcrtbe-i 
less, both national and international pres¬ 
sures would still demand of Austral!*, that; 
it does not play the laggard in developing 
its natural resources. The government's 
policies, therefore, will have to stand the! 
test in terms of its demonstrated success! 
in securing an expansion of the Australian! 
economy consistent with its potential and: 
promise for the seventies. 1 

II 

Australia is a country which lives 
essentially by trading with other national 
economies. As much as about one-sixth; 
of its GNP is accounted for by exports. 
Impressive as this absolute sue pf As 
export trade is, even more remarkable 
is the rapidity with which the export 
earnings have grown since the fifties* The 
value of these exports was just' over 
A 31,000 million in 1948-49. These export 
receipts had however gone up. by .six 
times by 1972-73 when they reached a 
figure of A 36,002 million, marking hn 
increase of 27 per cent over the corres¬ 
ponding figure for the previous year. Not. 
less striking than the scale or growth of 
Australia’s export trade is , its thoroughgo¬ 
ing diversification, again-stoning from the 
fifties. Earlier to. this, .almost all of its 
exports -was primary produce and mine¬ 
rals, with manufactures contributing'only, 
about five per cent to the total In 1971-72, 
however, manufactured goods respresent- 
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cd iibout 20 per cent ot the export IthcIc 
aggregating to AM/719 million. 

In the ten years prior to 1972-73 the 
share of rural produce in total expert* 
was declining btn in that year there was a 
change with rural exports contributing 
about 57 per cent in \aiuo to the total 
exports. Much of this boost came from 
the doubling of the value of greasy wool 
exports at A* 1,067 million in comparison 
with the previous year. This gain in 
earnings was almost entirely due to the 
spectacular increase in prices, increases 
in other commodity prices ns well as 
quantitative gains in shipments helped 
to raise export earnings from beef, veal, 
sugar and dairy products in 1972-73. 
There was a relative disappointment in 
the case of grain exports since shortages 
in domestic supplies came in the way 
of Australia taking lull advantage of the 
high world prices prevailing for these 
commodities. 

Mineral exports increased by A 4 *! 15 
million to 1,310 million, but their 
share of all exports declined to 22 per 
cent compared with 25 per cent in 1971-72, 


Exports of iron ore were worth AS439 
million, a gain of 17 per cent and coal 
A8292 million, an advance of 22 per cent. 
Exports of manufactures in 1972-73 total¬ 
led 1,124 million when, for the first 
time, they exceeded the A$,1,000 million 
murk. Their share of total exports, how r 
ever, was marginally down, from 20 per 
cent to 19 per cent. Vehicles and parts 
recording a 29 per cent value in export 
earnings and iron and steel going up by 
55 per cent and alumina by 18 per cent 
contributed substantially to the advance 
in the value of exports of manufactures. 

Although imports also play a large 
part in the Australian economy, they have 
been rising slower than exports and in 
197.2-73 they amounted to A$3,796 mil¬ 
lion. This gave a trade surplus of A$2,205 
million which is a record in the history of 
Australia's foreign trade. 

It is unlikely that many major shifts in 
the magnitude or pattern of Australia's 
foreign trade had taken place in 1973-74: 
It is however possible that the across-lhe- 
board cut of 25 per cent in tariff rates 
and successive up-valuations of the Aus¬ 


tralian currency had made some difference 
to the behaviour of imports the annual 
value of which had remained virtually 
unchanged over the three years ending 
1972-73. What mqy happen hereafter *<v 
^strategic ateas of Australia’s 
however, seems to admit of some livcly 
speculation* In the cotirse of tadt y^jr 
there were some commenlatdts On the 
Australian government^ tistde oj dnin* 
morcial policies who . were wondering 
Whether-a flood of imports might hot 
emerge when the lowering of the tariff 
barriers and the appreciation of the 
Australian dollar had had time to tegistcr 
their full impact. Their argument was 
that it could well be the case that iu the 
course of 1974 many local industries* 
would find themselves exposed unduly 
to the cold wind of foreign competition. 
Even they, however, conceded that, aim# 
there were world-wide shortages over a 
wide range of commodities and goods, 
this problem was not likely to arise in 
1973 itself bul could become a real chal¬ 
lenge to domestic industries in 1974. 
Considering that, following the oil crisis, 
the world-wide shortage! of commodities, 
and goods seem likely to become more* 


Overseas Investments at Crossroads 


Overseas firms and corporations have been 
sharing in the rapid expansion of ihe AustarHun 
economy, mainly by establishing or expanding 
branches or subsidiaries, There is however also 
A Wide variety oflicensintf and royalty agreement. 
Although the bulk of capital forma (ion 
in manufacturing, agriculture and the service 
industries lt«# been provided in recent years from 
Australian savings, the inf Ion of capital from 
abroad, including portfolio investment, has pro¬ 
vided finance for enterprises and activities, es¬ 
pecially since 1950, which could not otherwise 
have been established in the period. Alongwhh 
foreign capital Itns come know-how, which has 
helped Australian industries to lake full advantage 
of the progress made in the groat industrial eco¬ 
nomies of the northern hemisphere. It bus been 
estimated that the total inflow of capital from 
abroad, which has been invested in companies 
in Australia, bus exceeded A* 7 billion 
during the past twenty \ears. External re¬ 
sources for development, thus provided by the in¬ 
flow of foreign pri\alt k capital, hair been supple¬ 
mented hy official borrowing oicrse-is puntariU 
for the purpose of providing basic services and 
faculties for a rapidly expanding economy. 
The capital Inflow via overseas investment in 
Australian public authority securities amounted 
to A$ 660 million between 1 *>52-53 and l%8-69. 

Private overseas investment has tended to be 
concentrated lit manufacturing. oil refilling and 
distribution and mineral development. About 
one-fifth of Australian manufacturing is 1 irectfy 
owned overseas as also about two-fifths of Aus * 
traiiuu mining* In recent years substantial 
commitments have been entered into by over¬ 
seas and Australian firms to develop extensive 
mineral deposits, mainly for export markets. 
Japan has been a late comer on this scene and 
Japanese imesnnents in Australian manufactur¬ 
ing and mining arc comparatively modest. 'Cite 
major presences in this field are the US and 
British firms and corporations. 


Incidentally, thanks to a liberal exchange emit* 
rol policy, which leaves current; l.e., non-capital, 
transactions alone and Is normally permissive 
of repatriation of capital by overseas residents, 
foreign firms and corporations operating in 
Australia have been encouraged to plough back 
profits into their subsidiaries uni brunches In 
that country. About the only major restriction 
placed on the fh uncial operations of overseas 
firms or corporations is that companies in which 
more than 25 per cent of the shares are held by 
overseas interests are required lo consult the 
Reserve Bunk about any proposals for borrowings 
in Austral i;t. Approvals for such borrowings are 
reluted lo the level of overseas funds contribu¬ 
ted to the enterprise mu! the decree of local equity 
participation. The guidelines In this case ore 
designed to ensure that overseas interests do not 
make excessive use of Australian borrowing in 
substitution for funds that would otherwise be 
provided from overseas sources. 

The present Labour government under Mr 
Gou^ti Wfrittam, however, bus been seeking to 
effect a major reorientation of Australia’s tra¬ 
ditional open door policy towards overseas invest; 
meats. At the annual ministerial talks held in 
Japan last October, he outlined his government's 
new policy on foreign investment, with particu¬ 
lar reference to mineral and energy resources. 
Mr Whitlam said that his administration had the 
firm policy objective of promoting Australian 
control of Australian resources and industries. 
1 le made it clear that it was proposed to achieve 
the highest possible level of Australian ownership 
of those resources and industries iu the sense of 
securing the highest Australian equity' that could 
be agreed upon in negotiations project by pro¬ 
ject. He emphasized glso that in some special 
energy cases his government would be pursuing 
the objective of cent per cent Australian owner¬ 
ship, He mentioned uranium* oil, natural gas 
ane black coal in this connection. Earlier in 


February Mr Whitlam had disclosed In a policy 
statement tbit the present level of overseas 
ownership anti control of the Australian mineral 
industry would not be allowed to increase and 
that it was His government’s intention in reduce it , 
progressively as opportunities presented Ihcm- 
sekos. 

Although Mr Whitlum has also been saying 
that lie would like It to be clearly understood that 
there is to In* no prescription of foreign equity 
participation even in the case of minim* except 
where a few reservations have been specifically 
muds as already noted, and that Australia womIcI 
continue to welcome foreign capital on (ho merits 
of each case and in relation to the size of the 
project, the amount of investment involved or 
the availability of domestic savings for the pur 
pose, there Is sharp and extensive criticism by the 
Liberal party in opposition as welt as by busi¬ 
ness and financial circles of what they describe 
as an unrealistic and adventurist practice of 
economic mtiog tlism. The argument is that, 
although Australian economic development is 
being financed in the main by domestic swings, 
it does not n&cessarily follow that the rate of 
domestic savings will rise as much or n$ fust 
as there may be Investment opportunities la 
the Australian economy once the country fakes 
up in right earnest the development of its energy 
or mineral potential us welt an the expansion of 
its secondary industry. U is also felt thui. just 
as Australian industrialization has been gaining 
over the years from the technology of advanced 
industrialized countries which has accompanied 
overseas investments, it may expect to gala even 
more in this manner in the years to come os It# 
own secondary fndusrtry rises to higher levels 
of sopliisticatiOA. Above all, business circles 
feel that Australia being essentially a trading 
country it cannot afford to give the impression 
that It is turning Its buck on any aspect ofccuno- ■ 
mic cooperation or even collaboration with 
industrially advanced countries. 




acute in the coming months it does not 
seem very likely than flooding imports 
wHl constitute a serious threat to employ, 
ment in Australia or the viability of rea¬ 
sonably efficient domestic industries. In- 
deed; if imports into Australia rise largely 
—and the possibility is that they Will— 
it will largely be because of such natural 
and legitimate reasons as the steady 
growth of standards of consumption 
yrith the Australian economy becoming 
more and: more affluent. Meanwhile the 
Federal government itself seems to be 
convinced that the liberalization of imports 
has a necessary anti-inflationary role to 
play in the Australian economy at the 
ptesent time. 

Protectionist Lobby 

It is nevertheless a fact of Australian 
politics and business that there is always 
a persevering protectionist lobby to 
reckon with. It is probably true that 
Australia has relied less on import quotas 
or other non-tariff barriers than many 
other countries fbr protecting or nursing 
its industrialization but, for this very 
reason, Australian business is extremely 
sensitive to any lowering of tariff barriers 
arid it seems to be almost a principle with 
' it to wage a running battle with the govern¬ 
ment on this issue. The Whillam govern¬ 
ment, however, seems to be strongly 
disposed in favour of a liberal trade 
policy. It seems to be its belief that tariff 

{ >rot action is beginning to outlive its uti- 
ity as an instrument for promoting the 
industrialization of Australia and that it 
is ip some danger of coming ip the way of 
the proper allocation of domestic resources 
in accordance with a rational order of 
investment or production priorities. The 
decision to cut tariff rates across-the- 
board was therefore taken as much in 
terms of the short-term inflationary situa¬ 
tion in Australia as in the light of what 
was felt to be its long-term need for allo¬ 
cating properly its domestic savings or 
other capita] resources so that it can 
build up those parts of its economy where 
it has a dear advantage of comparative 
costs. 

, It appears that those who do not sec eye 
to eye with the Whitlam government on 
this issue—and their number is not in- 
signifleant' particularly in the financial and 
business' tyorld—do not think that the 
tithe has yet coma, for them to make a 
head-on attack on the tariff front. They 
seem to believe that there is a far more 
promising battle to be fought imme- 
dflttely; this, relates to the exchange rate 
of the Australian dollar. Since Oecembei 
1971, i.e., immediately following the 
.Smithsonian Agreement on International 
Currency' Realignment, the Australian 
dollar -was effectively revalued against 


the US dollar by 6.32 per cent and simul¬ 
taneously effectively devalued by 2.55 
per cent against sterling, and by 1.75 per 
cent against the average of currencies 
of Australia's main trading partners. At 
the same time the Australian dollar was 
pegged to the US dollar. 

Between December 1971 and September 
1973 the US dollar had continuously 
depreciated against other hard currencies. 
This had forced the Australian dollar to 
move down through being tied to the 
US dollar. To prevent undue devaluation 
of the Australian dollar in terms of other 
hard currencies (except the US dollar), it 
was necessary to make several substantial 
upward adjustments to the exchange rate 
of Australian currency. In effective terms 
the Australian currency was revalued 
against the US dollar by 22.05 per cent 
since when it was first pegged to the US 
dollar. In the meantime sterling had been 
floated and had been depreciating against 
other hard currencies. The EEC curren¬ 
cies, the Japanese yen, the New Zealand 
dollar and most other hard currencies had 
also been allowed to float. Again, a radi¬ 
cal change was taking place in the US 
balance of trade and balance of payments 
situation. 

Strengthening Dollar 

Greatly assisted by the increased com¬ 
petitiveness of US exports due to the 
relative cheapness bf US currency, the, 
USA, in the course of 1973, was steadily 
moving towards a balance of trade surplus 
and possibly a small balance of payments 
surplus for the year. Thanks to this trend, 
the US dollar began to appreciate in the 
second half of November, 1973 and this 
upward movement has been steadily gath¬ 
ering momentum. It is argued in Austra¬ 
lia that if its currency remains pegged to 
the US dollar, it will move up as the US 
currency appreciates in the same way as 
it had moved down when the US dollar 
was depreciating. It is contended that 
unless compensating downward adjust¬ 
ments through the devaluation of the 
Australian currency are made, the Austra¬ 
lian dollar will become substantially over¬ 
valued, and this at a time when world 
demand may be expected to flatten out 
or drop due to the oil crisis. The recent 
depreciation of the Japanese yen against 
the US dollar, it is pointed out, streng¬ 
thens' the case for a revision of the ex¬ 
change rate of the Australian currency. 

It is felt, that, since the international 
currency scene remains unstable, thereis 
no valid reason why the Australian cur¬ 
rency should remain pegged to the US 
dollar or indeed why Australia Should 
tty to maintain a rigid fixed parity with 
any hard currency at a time when most 


Partners in Industry 

At a meeting of Ae Confederation of Mmk 
Chambers of Commerce and Industry (CWCO* 
held In New Delhi in Eebraary tide 
yeer, the various national delegation* found ho 
difficulty in agreed that Atian prosperity 
through Avion cooperation implied end would 
involve an fomnnent climate foot would on* 
Courage the freeflow of private capital an t enter¬ 
prise across national frontiers in foe region. 
Representatives from Australia, which is a mem¬ 
ber of CACCf, supported this view enthusiasti¬ 
cally and, according to them, foe Australian 
business community has started thinking in terms 
of undertaking investment projects in south-east 
Asian countries. It should however be noted that 
Australia h*s been traditionally a host country 
for foreign capital rather than an export* of 
capital. This does aot mean font it cannot 
essay a new role in foe future, hut it is oily all 
too likely that its efforts in this direction will 
he extremely modest to begin with. For one 
thing* Australian Investment is unused to end 
therefore shy of any politically uncertain ukfom 
ment. It is significant that, even in the case of 
Papua-New Guinea, with which Australian busi¬ 
ness Is reasonably familiar, foe change in the 
constitutional status of this country has promptly 
ted to a tendency to disforest on the part of Auffr 
lien investors. By foe same token, sJfoonsfc 
according to foe Australian prime minister, ms 
country would be following a policy of partid- 
pating actively in the economic development of 
neighbouring countries, particularly Indonesia 
or foe Philippines, it does not seem very probable 
font Australian capital will be queuing for entry 
into the economies of Indonesia or foe Philippines 
so tong as political uncertainties continue to pose 
foe issue of confidence. The prospects then are 
that an extension of Australia's economic re¬ 
lations with these countries is more likely to take 
the form of increased trade rather than expanding 
Industrial collaboration so far as the next fow 
years are concerned. 


In the case of India itself, there have bees so 
for only a few Indo-AustraUan collaboration 
agreements in industry. In the quarter ended 
July * September, 1973, the government of 
India approved the collaboration of Indian 
Pistons — Repco Limited in Madias wUbRcpoo 
Limited, Australia, for foe xnanafocture of ma¬ 
chine tools in our country. Bimetal ftmrtngl 
Limited, Madias, Castro! Limited Bombay, 
United Engineering Services, Jamshedpur, am 
other relatively prominent examples of Mo* 
Australian collaboration in setting op industrial 
projects here. In the reverse direction a prelect 
envisaging the possibility of exports of baked 
graphite materia) from India for asein aslant 
venture in Australia for the manufacture ofcar- 
bon and graphite products has been approved in 
principle, the Indian partner being GrophPe 
India Limited, Calcutta. In a general may It 
could be suggested that there is scope for Mb* 
Australian joint ventures over a wide range 
of industries which coold marry Australian row 
materials or industrial know-how to India's 
advantages in labour ousts or India's Industrial 
experience or craft skills to Australian produc¬ 
tion of consumer goods, particularly light en¬ 
gineering goods. More specifically, there seems 
to be a good case for Australian collaboration in 
expanding and modernizing export production in 
the Indian woollen industry ou the basis of saw 
wool supplies plus some technical advice from 
Australia. 
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r < other hard currencies- arc enjoying the 
.advantages of floating ^change rates* 
The Associated Chambers of Manufac¬ 
turers of Australia, for instance, has there- 
, fore been pressing on the Whitjam go> ern- 
wicm the desirability of delinking tide 
Australian dollar from the US currency 
.and allowing it to float against Other 
] currencies within broad limits of 4.75 
.per cent above or below the central ex¬ 
change rate. 

S Independent Rate 

j | This suggested arrangement, 
Jit is pleaded, would help Australia to 
I establish an independent exchange rate 
j Tor its currency, reflecting the true rela- 
t tionship of the Australian dollar with the 
{ currencies of Australia’s major trading 
; partners. The expectation of course is 

• that once the Australian dollar is de- 

• linked from the IJS currency, it would 
experience some agreeable depreciation 

| in terms of the latter and that this would 
help Australian exports all round. As far 
as the anti-inflationary aspect is concerned, 
the business community in Australia, as 
' elsewhere, would rather the government 
, depended mainly on appropriate mone¬ 
tary and fiscal policies, particularly the 
exercise of fiscal discipline by itself. 

While the tariffs or the exchange rate 
is no doubt highly relevant to Australian 
commercial policy, what may perhaps 
be of more positive significance to it, 
immediately as well as in the long-term, 
is the ability of the Australian economy 
to make the most of the developing inter¬ 
national trade situation. It is evident that, 
while price levels as a whole will hold 
firm, the prices of many primary produce 
or minerals, in which Australia is very 
considerably interested as a substantial 
exporter, are likely to increase to varying 
extents. It is possible that a flattening 
out of economic activity or demand may 
restrain the offtake of some of the main 
Australian exports by its major trading 
partners such as Japan. This may quite 
possibly have a restraining effect as well 
on the tendencies of such commodities 
as wool or wheat to maintain an upward 
trend in prices. As against this, Australia 
should be able to improve substantially 
on the prices it has been receiving for its 
mineral exports. Eauatly clearly, in many 
cases it may be able to obtain not only 
higher prices but also sell more at in¬ 
creased prices. Jt follows that Australia 
may well be poised for another active spell 
of growth in its export earnings over the 
coming years provided that, while nego¬ 
tiating skilfully on prices with the import¬ 
ing countries, it could also mount a quick 
investment programme for expanding 
the output particularly of minerals and 
also manufactured goods such as iron 


and steel for winch the world ihmuul 
promises to remain string; 

As it is, Australia J# an important pro¬ 
ducer and exporter of primary products. 
It leads the world in Wool production and 
is u significant supplier of cereals, dairy 
produce, meat, sugar and fruit. Virtually 
all of Australia's wool output has tradi¬ 
tionally been exported and the propor¬ 
tions of exports to total output of many 
other farm products have been rising 
substantially over the past 18 years. 

Sheep and wool make up the country’s 
most important rural industry and wool is 
still the largest single export income earner. 
About a sixth of ail of the world’s sheep 
is in Australia and about three-fourths of 
the Australian sheep flocks is Merino, 
The economics of wool-growing in Austra¬ 
lia has gained considerably from the price 
stabilization scheme operated by the Aust¬ 
ralian Wool Commission. Set up in 
1970 this body administers a flexible reserve 
price plan which ensures that the wool- 
grower gets for his wool sold at auction 


A promising but somewhat controversial instru¬ 
ment of the Australian government's industrial 
policy is the Australian Industry Development 
Corporation (AIDC). Set up under a statute 
in 1970, It commenced operation in April 1971 
with a basic capital of A *100 million subscribed 
solely by the government of the Common weath 
of Australia and payable fat instalments as the 
Corporation's activities grow. The corporation 
started its business with an initial sum of AS 25 
million, which was subsequently increased by 
stages to A *50 million. 

The central objectives of the corporation are 
to promote sound Industrial development and to 
strengthen or support local participation in the 
ownership and control of industries and resources. 
The corporation therefore provides finance for 
predominantly Austraiian-ownsd firms (including 
Australian firms and foreign partners) engaged 
in viable new development or expansion in the 
manufacturing, processing and mining indus¬ 
tries. AfDC efforts are directed to assisting 
private enterprise ventures at the invitation 
and in association with the private enterprise 
interest concerned. Its assistance may be 
given In a variety of ways, such as by loan 
investments or guarantees or by temporarily 
taking a minority equity position according to the 
circumstances of the project and the wishes of 
the applicant firm, (the Act setting up the 
corporation had also provided that, where the 
corporation assisted by participating in the 
equity, the company concerned was to have the 
assurance that the AIDC would never seek a 
controlling position and that its holdings would 
continue only as long as the needs of the project 
require; the present Labour government, however, 
has decided that the AIDC need not labour under 
any such limitation). 

The corporation alflis at obtaining foods for 
project financing principally from overseas bor¬ 
rowings. Its own capital is invested in suitable 
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not less than the itscfvd pries fixed in this 
light of prevailing market trends. The 
fortunes of the wool industry are liable to 
be affected adversely, by droughts and less 
frequently by floodk 

A more serious hazard is of course 
fluctuations in the world demand for wool. 
In spite of the fact that synthetic fibres 
have been stepping up their share of the 
world textile market, wool has so far < 
maintained its primacy in Australia’s 
export trade. The sharp increase in the 
price of oil and the consequent rise in. the 
cost of petrochemicals, which form the 
raw materials of the synthetic fibre hi* 
dustry, may help to firm up world demand 
for Australian wool. As against this, 
however, there is The possibility that a lo¬ 
wer level of economic activity in the imme¬ 
diate future in wool importing countries 
such as Japan might affect the offtake of 
Australian wool. At the sumo time, 
Australia could make up for any such 
market losses by selling more to the Unb¬ 
red States. On balance,.then, Australia 
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securities aV a base for borrow lugs and fr not 
used for assistance to industry projects. 

Most of the AIDC loans are expected to fall 
within the medium term range of three to four 
years* The interest costs of AU>C finance nor¬ 
mally reflect the prevailing, rates overseas to 
first class borrowers for borowinqs of com¬ 
parable terms and conditions pins a reason¬ 
able margin to cover the Depuration's expenses 
and the atfdidant risks. Where appropriate, 
loans are for a fixed term at a fixed rate of inte¬ 
rest, but where a borrowing company believes 
that it can minimize its interest costs by taking 
a loan on fixed term but at a variable Interest 
rate set at a fixed margin above the going rate 
for short-term money, the corporation is pre¬ 
pared to offer finmee on this basis in suitable 
cases. The AIDC may itself carry the exchange 
risks involved In borrowing overseas in a foreign 
currency and on-leading in Australian currency, 

Its on-lending rates will however be lower where a 
borrowing company (e.g„ a company with export 
income denominated in an approprate foreign car- 
rency) is in n position to indemnify the Corpo¬ 
ration against the risk of loss through exchange 
rate variations. 

An activity by which the AIDC seem* to Set 
store is the offer of its good offices in fotveduc-. 
lag potential partners to each other or in arrang¬ 
ing a consortium (including a consortium of 
Australian oversea* firms) where this is ittsedy ■ , 
to assist materially the protects 4 a worth¬ 
while industrial development or the streagihenfo^ 
or preservation of Australian ownership la au 
industry of national importance. 

lit the Corporation's first year of operation 
some of it* largest i ota icia! commitments were 
guaraarees and stand-bys tide.., In die went, 
dkl not eaU for an actual drew down of 
funds. In the second full year of its opera¬ 
tions which ended on «fam» 30, 
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does not seem to face miy serious problem 
of marketing in the case or wool. 

• lit should also continue to secure att* 
ractive prices for this product. As for 
the question whether Australia could ex¬ 
pand its output of wool substantially, the 
short answer would be that the 
persistence of a high level, of world 
demand at profitable prices might induce 
thle wool-growers to go in for intensive 
sheep rearing to a greater extent than has 
traditionally been the case. The scope 
for 1 pushing the frontiers of extensive hus¬ 
bandly, in any case, scents to be quite 
limited. 

In contrast the p Mobilities of Australia 
expanding its meat industry over the proxi¬ 
mate future seem brighter. It is already 
the world’s main exporter of beef and veal- 
Wheat, in the form of grain or as flour, is 
another substantial item in Australia's 
export trade, Britain has traditionally 
been an important market for Australian 
wheat white Japan is also a regular and 
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1973* loan finance became a predominant farm 
i rf AlDC commit*}teni accounting far about MV 
per cent of the assistance pledged during the year, 
while share mitmcriinions contributed 10 per cent 
and guarantees and stand-bys teas than two per 
cent. However, in more than half of ail cases, 
the AlDC assistance was given in the 
farm of a contribution *0 equity or 
a financial package offering a ion 1 and 
equity mh. The corporation’s paid-up 
capital was increased by stages to A* SO million 
as m July .11* 197?, while in October of that 
year the AIOC successfully negotiated Its flrfct 
overseas public bond issue on terms and condi¬ 
tions accorded only to first class international 
borrowers. This issue took the form of a raising 
ofDMSOmitHtmteatiivaleatto A$12.5 million) 
in «{ per coat bearer bonds maturing in 1W, 
with provision for redemption: at par in ten equal 
annul instalments commencing in 1978, giving an 
average life of about! i years. The bonds, which 
were marketed by the Interna-lonil S> ndteate of 
Banks headed by Cummer/ bank AX«. of Frank¬ 
furt and ft* intematfattol partner*, were sold in 
Europe, Japan, Hong Kn\% an! Singapore. 

In the first half of fee financial year ending 
Turn 30, W3 the AlDC also entered fee Aus¬ 
tralian shortterm capital market with a place* 
meat of two and three-year securities to a face 
value of A 812 million through a syndicate of 
Australian merchant banks and authorized dea¬ 
lers bt fee official short-term money market, led 
by fee Development Finance Coiporatiou, 1%e 
securities were fa the tan# of Mils of exchange, 
a novel medium in so fur as the two and three- 
year maturities went well beyond the traditional 
term for this type of instrument. At the end of 
the financial year the corporation’s borrowings 
stood at AW million in terms of Australia® cur¬ 
rency obligations at current rates of exchange. 
About 32 per cent of tStu'w funds had been raised 
wifeht Australia. It may be noted that fee 
corporation'* mmmm borrowings, apart from 


considerable buyer. This commodity lias 
been well served by a. P-ice stabilization 
scheme which has helped to miintain both 
production and exports; A high world 
demand at g >od prices ftuy be exp.*cttd 
to benefit Australian wheat in the years* 
ahead. Sugar is another agricultural 
commodity which Australia exparts to 
Britain, Cond i and the United States be* 
sides Japan, which takes the largest share 
of Australian sugar shipments. Sugar 
is also a cornmo;ltty for which Australia 
could expect a good foreign demand at 
attractive prices. 

Australia’s large presence in world 
trade as an exporter of farm products or 
primary commodities has tended to dist¬ 
ract attention from its growing capability 
for exporting manufactures. Thanks to 
a well-endowed and efficient iron and 
steel industry, Australia has bright pros¬ 
pects of becoming a major exporter of 
steel as well as engineering goods over a 
widening range. Its largest industry, 
of course, is food processing or manufac- 


ibr public issue of Deutsdu* mark bearer boils 
already referred to, were negotiated with banks 
oversea* ot the basis of repayment in US dollars 
or Swiss francs. 

In March 1973, the minister far Overseas 
Trade and Secondary Inltmry aivtouaced 
the Whitlam government** plans for 
expanding the functions uni capacities 
of the At DC with the object of 
securin' greater participation by Austra¬ 
lians in the ownership and control of important 
national enterprises. He also said that the 
government desired that the AlDC financial 
operations should be extended to include in¬ 
dustries which where related or ancillary to the 
manufacturing or mining industries. 

The Australuin business community's reaction 
to this statement of policy, to put U mildly, has 
been mixed. In particular, the amendment or 
the constitution of the AlDC to permit it to 
engage In the Industry ant carry on the busi¬ 
ness of the company to be assisted is viewed 
with concern and criticized os an unwarran¬ 
ted departure from the origins! purposes of the 
corporation. Objection is also taken to the 
setting up of a National Investment Fund to 
channel Australian fund raisins* into the AlDC. 
Equally unpopular with the business community 
fa the setting up of a National Interest Division 
of AlDC far fee formation and fee running of 
any concent or project that the government be¬ 
lieves is In fee nation'll Interest. Those mea¬ 
sures, which are regirded a* revolutionizing the 
original concept of the AlDC, are being condem¬ 
ned as Tutionllsation by stealth” and the Asso¬ 
ciated Chamber of Manufacturers of AntLalia 
has reminded Its. members, wife considerable 
uneasiness, feat. In 1970, the then Leader of fee 
Opposition fat the H ittse of Representatives had 
stated feat fee AlDC would be used 4 for the de¬ 
mocratic socialist purpose” of a Labour govern- 


lure (which is second only to food produc¬ 
tion und trade). About a third, of Austra¬ 
lia's expert earnings is derived front bulk 
raw and processed foodstuffs. I\ipn\ 
pipjrboard and pulp also fi'sure among 
Australian exports while the textile and 
clothing industry has begun responding 
lo opportunities in overseas markets, 
Chemicals. which is u last-growing 
industry in Australia, may be expected 
lo bring more and nnre griM to the 
nation's export mills in due course. 
Finally, the Australian automobile in¬ 
dustry, although geared primarily to the 
requirements of the home market, has 
nevertheless cultivated some imp vrtunt 
export markets. 

Mtjor Markets 

The nnjor markets for Australian manu¬ 
factured experts are New Zealand, the 
United Slates, Papua,-New Guinea, South 
Africa, Japan and Singapore. Austra¬ 
lian analysts of that country's export per¬ 
formance take particular pride in pmuing 
to the fact that Australia has been able to 
break into the US, Japanese and Singa¬ 
pore markets with its manufactured goods. 
They emphasize that both the US and Japan 
have massive, highly developed, sophisti¬ 
cated and strongly protected r.umufactur- 
nng industries, while Singapore not only 
has its own well developed domestic manu¬ 
facturing activity having the advantage 
of much lower labour costs but is also an 
international market on which exporters 
from alt the advanced industrial nations 
compete fiercely in terms of prices and 
qualify. 

Prominent as Australia's export trade 
in farm products fs and promising its per¬ 
formance as an exporter of manufactured 
goods, it is primarily in the area of minc*- 
rals that the most significant developments 
in Australia’s export capabilities are like¬ 
ly to take place in the next few years. 
Coal and iron ore contribute more than 40 
per cent to the total value of mine pro¬ 
duction in Australia, Other minerals of 
economic importance are lead, zinc, cop¬ 
per, the construction materials group, 
manganese, nickel, gold, rutile, ihnenite, 
zircon, tin, opals, tungsten, bauxite, sul¬ 
phur in roasted concentrates, salt and 
silica. Australia is the world's fourth 
largest producer or lead and zinc and these 
two metals account for about 12 per cent 
of the value of Australia's mineral exports. 
The production of Hies metuls has been 
expanding steadily over the past 25 years. 
Australia has also become an important 
world source of nickel, thanks to discove¬ 
ries of deposits in the Kulgoorlie region 
of Western Australia a few years ago. 
These and other deposits are being de¬ 
veloped for production and considerable 
progress has already been made in this 
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direction. Copper is another valuable 
4 mineral resource the production of which 
*has been rising continuously almost since 

' 1948. 

I 

* ft is however in the case of iron ore and 
■bauxite and to a less extent coal that the 
Jmost spectacular growth in production or 

* exports seems to have been scheduled for 
'the years ahead. Western Australian re- 
Iscrves of iron ore, with an iron content of 
'more than 50 per cent, total at least 20,000 
million tons. Production of iron ore in 1971 
I was 62 million tons (average assay more 
than 63 per cent iron). A contract signed 
with the Japanese iron and steel industry 
in mid-197! calls for the export, during 
the period 1966*93, of more than 843 
•million tons of iron ore and pellets valued 
at A&6.47 billion. 

i 

] Australia Jins a completely integrated 
aluminium industry, involving bauxite min* 
‘ing, the production of alumina, reduction 
‘to* aluminium and fabrication. This in¬ 
dustry is now- in a stage of further rapid 
expansion. Incidentally, thanks to recent 
discoveries, Australians bauxite reserves 
5 arc now among the largest in the world. 
Bauxite reserves in the Mount Saddleback 
area of Western Australia, for instance, 
have been reported to be of the order of 
240 million ions with an average grade of 
32 per cent AloCV Australians ore in- 
dined to note almost with religious re¬ 
verence the important part played by coal 
in the economic development of the count¬ 
ry. About a sixth of the export income 
from the mineral industry has been accoun¬ 
ted for by coal. Deposits of black coal 
occur in all slates and recoverable re¬ 
serves are estimated to total more than 
12,600 million tons. Japan has been 
taking the hulk of Australian exports of 
coal and is likely to continue to do so as 
sevcml contracts involving the export of 
some 226 million tons of coking coal over 
a 10-ycar period had been negotiated in 
1970. 


Ill 

The bulk of Australia's foreign trade is 
with its three major trading partners, 
namely, Japan, the United States and the 
EEC including the UK. Japan is the lar¬ 
gest single importer of Australian goods 
and the United States the largest single 
exporter of goods to Australia. Although, 
around 1950, Japan was taking only one 
per cent of Australia's total exports, its 
share has since increased to more than 30 
per cent. Japan is now Australia’s leading 
purchaser of wool, wheat, coal, iron ore, 
unwrought lead, cattle hides, barley 
and cheese. The EEC (including Britain) 
absorbs about a fourth of Australian ex¬ 
ports while the Unilcd States accounts for 
some 14 per cent. It is worth noting that 


Nation On Whaais 


to the heghmlita of this year, when l was in 
Australia, fhfc people there certainly did not give 
the impression that they were feeling he) pleas about 
the world oil problem or crisis. This is because 
Australia's total energy supply situation is rea¬ 
sonably comfortable, thanks to the scale and 
range of the country’s natural resources. Where 
the pinch is frit is mostly in the case of furnace 
oil for bunkering ships. For a short ptrlod there 
was some concern that Australia's exports, parti¬ 
cularly of Wheat, might be affected through difffi* 
cutties that might be experienced by sMrb calling 
at Australian ports in obtaining their require¬ 
ments of bunkering oil. The Commonwealth go¬ 
vernment however took prompt action to secure 
an undertaking from the inter Rational oil 
companies that Australia's exports, particularly 
wheat shipments, would not be made to suffer for 
want pf bunkering oil for ships calling at Austra¬ 
lian ports. 

About gasolene there does not seem to ho any 
anxiety at all, Although daylight saving time is 
luting observed in the various states, motorists 
arc rinding no difficulty at all in having their 
tanks filled at the pumps. This does not mean, 
however, that motorists have no problems. Not 
the world «H crisis but the three-day week in 
British industry has otetakAy created difficulties 
for motorists in Australia. The Australian 
automobile industry depends to a large extent on 
the Import of critical automobile components, 
psrticuarly from Britain. When the flow of 
these supplies begun to he affected by the cur¬ 
tailment of production in Britain, the automobile 
industry in Austrlia found that it had to curtail 
its own output in consequence. One result is 
that the prices of second-hand cars have not only 
shot up overnight but potential buyers are also 
queuing up at used car lots. Even Mr Richard 
Nixon may not find it too difficult to make sale 
in those circumstances. 

It is possible that the American or the West 
German is more addicted to the automobile than 


the Australian, but Australian automobile statis¬ 
tics are still quite impressive. As la Jane 
1973, the number of motor-cars and station wa¬ 
gons on register was 4.38 million. For a pm- 
won of 13 million people this is a high figure 
Wood, especially if it could be assumed that 
about a third of this 13 million may not be able 
to drive a car because of age or other factors. 

Australia has its own Marat! on the roads the 
Holden, the first car to be designed and produced 
in Australia. Its parentage, however. Is net 
prime ministerial. On dm contrary, the manu¬ 
facturer is General Motors — Holdens Limited, 
formed by the merger of the Australian firm 
Hoden Motor Body Builders Limited with Gene¬ 
ral Motors (Aust.) Ply, Ltd., which had been 
manufacturing General Motors* bodies an Austra¬ 
lia under an agreement with General Motors 
Corporation of the United States. The Holden 
is Australia's people's car. It Is also being ex¬ 
ported to over 70 countries and in some of them, 
such as New Zealand, South Africa, Indonesia, 
Malaysia, Pakistan and the Philippines, plants 
have been built for local assembly of Holden pas¬ 
senger or commercial vehicles. 

This does not mean, however, that Awtralih is 
not an important market for the products of the 
world automobile industry. On the contrary, 
with rising incomes, Australians, like other 
people, are confiftaotnly tanking 1 far "something 
different’', If not for that "extra something*’ in all 
consumer goods. For the quarter ending Sep¬ 
tember 1973, for Instance, the record of registra* 
tions showed, among other foreign makes of new 
motor-cars, 17,712 Fords, 12,697 Dotsons, 
11,134 Toyota*, 10,633 Chryslers, 6,284 Ley- 
lands and 6,291 Mazda*. Correspondingly, 
Volkswagons numbered 1,762* Hondas 1,329, 
Volvos, 1.387, Renaults 1.246 and Fiats 557. 
Holdens at 28,044 however accounted for by far 
the largest number of registrations for a single 
make. 


twenty years ago Britain was taking about 
40 per cent of Australian exports but now 
the proportion is around 12 per cent. 

On the import side, nearly half of Aust¬ 
ralia's annual total imports has been com¬ 
ing from the United States and Britain 
in recent years, with the United States 
replacing Britain as the leading supplier 
from 1966-67. Japan’s share of this market 
has been increasing and is now around 12 
per cent or about the same as that of the 
European Economic Community, exclud¬ 
ing Britain. On the European continent 
the Federal Republic of Germany ranks 
as the leading exporter Jo Australia. 

India’s place in Australia’s foreign trade, 
however, is quite a modest one although 
the Asian continent including Japan ac¬ 
counts for about one-fourth of Australian 
imports and over 40 per cent of 
Australian exports. In the year 1972-73, 
for instance, Indian exports to Australia, 
running at Rs 26 crores 23.4 million) 
was merely some 0.6 per cent of 
Australia’s total imports in that year. 
India’s imports from Australia in 


1972-73, amounting to Rs 32 crores 
(8A28.8 million) was also only about 0.5 
per cent of Australia’s total exports. 
Nevertheless, Indo-Australian trade links 
are not without significance for the partici¬ 
pating national economies and their fur¬ 
ther development could obviously be in¬ 
creasingly beneficial to them both. Apart 
from these direct trade links themselves* 
there are important elements in the foreign 
trade patterns of the two countries which 
seem to demand a high degree of commer- , 
cial cooperation between them so that 
their trading policies might be coordina¬ 
ted in their mutual interest. 

To tal^c the latter aspect first, both 
Australia and India are major exporters 
of iron ore and Japan happens to be the 
principal customer of both. As between 
Australia and India, the former is for 
and away the leading shipper of iron 
ore to the Japanese steel industry* 
its share of the market being about 
50 per cent. The Indian contribution* 
however, is still considerable and it 
amounts to 17 per cent while Brazil 
accounts for another 14 per cent. Austra* 
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tirt it fa worth noting, tatafe shipping only 
about two million tonnes of iron orb to 
Japan eight years ago. Since 1966, how¬ 
ever, the development of iron ore mining 
in Australia has to h? geared purposivcly 
to the requirements of Japan's fast-growing 
steel industry with the result that Austra¬ 
lian exports of iron ore to that country 
have been rising rapidly to reach a level 
of 64 million tonnes in 1973. In compari¬ 
son, or rather in contrast, India’s exports 
Of iron Ore to Japan have, been growing far 
loss fast and from a level of about II 
million tonnes in 1967, has improved 
onlv to about 19 million lonncs in 
1973. 

Ore Prices 

While certain competitive advantages 
which Australia has over India in this 
trade such as better port or shipping facili¬ 
ties may have helped Australia to expand 
its exports of iron ore to Japan at such a 
rapid rate, what seems io have counted 
in the main is the quoting of rather low 
prices by Australian shippers over a whole 
period of years. Although this policy 
bus paid off in terms of Australia acquir¬ 
ing the bulk of the Japanese steel industry’s 
custom, the question is being asked in 
India and perhaps Australia as well whe¬ 
ther the time has not come for the count¬ 
ries exporting iron ore to Japan to act in 
close consultation with one another so 
that proper prices could be secured by all 
of them for their iron ore shipments, ft 
is pointed out in this connection that the 
prices of finished steel in world markets 
have been rising much fabler than the 
prices which thesteel-manufadurine! count¬ 
ries have been paying for their imports 
of iron ore- h has been estimated in fact 
that there has been an erosion of about 
85 per cent in the terms of trade for iron 
ore Wy-<7-ra steel. The feeling has therefore 
been gaining ground, particularly in India 
that i( is in the common interest of iron 
ore exporting countries to try to correct 
this position. 

The chairman of the Minerals and Me¬ 
tals Trading Corporation of India Limi¬ 
ted,, Mr S. Ramachandmn, left for Austra¬ 
lia a few davs ago to hold discussions with 
Australian government officials as well as 
Australian businessmen on this and other 
trade mattets. The export of iron ore from 
India is canalised through the MMTC as 
also the import of non-ferrous metals such 
as lead and zinc. As chairman of the 
MMTC Mr Ramachandrun would there¬ 
fore need to discuss many issues or as¬ 
pects of Incio-Austrnfian trade and its fur¬ 
ther development. 

The Australian government has made 
no secret of its anxiety to maintain the 


most constructive commercial relations 
With Japan, which is a major trading part¬ 
ner, The prime minister, of Australia. Mr 
dough Whjtlam, as well as the Auslialian 
minister for Energy and Minerals, Mr 
Connor, have on more than one occasion 
hastened to assure Japan that it could 
depend on Australia as a responsible and 
reliable supplier of the important 
industrial raw materials which the 
Japanese economy is importing from 
Australia, This, however, need present 
no problem ai all so far as Indo- 
Australian consultations on a com¬ 
mon iron ore export policy is concerned, 
because India, besides, being as keen on 
maintaining a reputation as a stable supp¬ 
lier toojapan as Australia is, has. in fact, 
succeeded in convincing Japanese buyers 
that they could bank on India as a depend¬ 
able source’of supplies of iron ore. In 
the circumstances neither Australia nor 
India can think, or need be expected to 
think in terms of organizing any kind of a 
producers' cartel or otherwise ganging up 
as exporters of iron ore against Japan or 
any other importing country, f ortunately 
this seems to be well appreciated in Japan 
itself where the possibility of Australia 
and, India consulting on the price or other 
aspects of their irqn ore export policies 
seems to have aroused only some healthy 
interest. 

For Mutual Benefit 

Certain trends ol thinking in Canberra 
which have become prominent especially 
alter 11k* present I nbour government lias 
come into power, ought to be helpful to 
Australia am! India reaching an under¬ 
standing on a mutually beneficial iron ore 
export policy. Australia's prime minister 
as well as its minister for Minerals and 
Energy have made it clear to the Japanese 
interests that Australia seeks world mar¬ 
ket prices for its exports. Besides, con¬ 
tracts must reflect throughout their cur¬ 
rency the- utmost good faith between- the 
parties and reflect fair and reasonable 
return* resulting from negotiations bet¬ 
ween a willing seller and a willing buyer, 
Future contracts, however denominated, 
would need to ensure thsit neither the 
buyer nor the seller would suffer any addi¬ 
tional toss or enjoy any additional gain 
as a result of movements in currency ex¬ 
change rates. Australia would not accept 
fixed prices nor atteijnpl to fix prices to¬ 
day for delivery in the long-term future. 
Finally, it has been firmly stated that pro¬ 
vision must be made for renegotiation of 

! >rice$ in the long-term and for cost esca* 
at ion in the shorter term. 

, Thus, Australian thinking at the highest 
level, has fully accepted the principle that 
export prices should reflect the realities of 
the international trade situation and that 


Every Day This Dog's Day 


11 might be tempting i o suggest that if Awtrali 
did n<a happen to have the Uangaron, the Austra 
Unit people would have Had to invent If. Bu 
this would not he true. This country, which i 
also a continent, is uniquely endowed in it 
wealth of fauna, sporting biological curtositir 
such AS the platypus and the spiny ant-eater whicl 
are the world's only eg*-laying mwumuls 
Nevertheless, the kangaroo, the largest marsupia 
alive today, has a states of its own and, along will 
the emu, has been blazoned on the nations 
Coat-of-Arms. 

AM the same, it is the humble sheep that ha* 
so much helped to make Australia what it is 
Or perhaps it is not so humble as all that 
Australian merino is not sheep « 
other sheep arc. It is one of the world’s most 
carefully cultivated and economically productive 
animals, thanks to its golden fleece. Only om 
other country in the world, namely, the Soviw 
Union, Has sheep producing wool of merino qua¬ 
lity. 

The star performer at a sheep station, however, 
is not the merino but the Australian sheep dog, 
which can handle with silent ease a mob of one 
thousand sheep —a |ob which could take up the 
time and talents of three men on horseback. There 
are two varieties of sheep dog* the Boarder Collie 
of the smooth-h iired type, bred for Australia's hot 
and dry climate and the Kelpie, which is des¬ 
cended from the Scottish short-haired Collie. 
There arc very few animal spectacles, natural 
or man-made, to mutch the grace and thrill of a 
sheep dog handling sheep., The way the dog 
manages or manoeuvres the flock suggests 
an intelligence which It would be flatter¬ 
ing humans to say is almost human. 'Hie man 
comes into the picture only to the extent that it 
takes about four years to train each dog, and I 
cannot help suggesting that this time may be 
much shorter if sheep dogs themselves were to 
take up tlie training of Other sheep dogs. 

An almost mjstic quality Is Imparted to a 
sheep dor, trial by the animal’s ability to hies- 
merise a recalcitrant sheep and, band its will 
to its (the dog's) ovm designs. In the wtards of 
j an enthusiast, the dog edges closer and Closer, 
sometimes creeping On its betty, its brown eyes 
fixed in a relentless stare* At last the sheep, 
totally utmerved by the Vye\ can stand It t*o lon¬ 
ger; with a snort it shakes its head and dashes off 
in the direction appointed by the dog. 

Visitors to Canberra could look forward to a 
sheep dog demonstration at a place called Trabe 
Station operated by a colourful couple wanted 
Bernard and Margaret Morrison. They also 
arrange for a display of shearing and the visitor 
is told that, while an average shearer can shear 
some 140/150 sheep per day using mechanical 
Shears, Kevin Sarrc, regarded as the present 
world champion on merino*, is reported 
to have Shorn 346 sheep in seven hours 48 minutes 
on a famous occasion in October 1965, Hit per¬ 
formance, however, is perhaps not so impressive 
when compared with that of Jack Howe who, be¬ 
fore the introduction of . mechanical shears in 
Australia in the late 1880’s shore 321 Merino 
with blades in seven hours 40 minutes in October, 
1852 * 


parting countries owe it to themselves 
adopt businesslike attitudes while nego- 
tling for fair and reasonable returns for 
eir major exports. It is worth noting 
at there is already effectively in opera- 
>n a practice of consultation among the 
iding iron ore importing interests across 
e world. This practice is none the 
is effective for being informal or un- 
ficitil. As against this there has been a 
?k of communication so far among iron 
e-exporting countries and this is the 
jficiency which Australia and India may 
>w attempt to remove by coming 
gether to discuss issues of common 
tcrest. 

The trend of export prices, especially 
'er a period, will however depend in the 
st resort on the proper coordination of 
creases in supplies with increases in de- 
and. As has been mentioned earlier, 
ustralia has been raising the production 
' iron ore at a fast rate in order to cap- 
rc the bulk of the custom of the fast-cx- 
inding Japanese steel industry. The 
lestion whether further expansion of 
■oduction in Australia or other important 
on ore exporting countries such as India 


The population of Australia has Increased by 
about two-thirds in the last twenty five years 
and is now of the order of 13 million people. 
This growth has been due In point to a combina¬ 
tion of a hlqh birth rate and a low death rate— 
the et ude birth rate Is about 20 per 1.000 while 
the death rate Is about nine per 1,000 of the 
population—and In part because of an active poli¬ 
cy of immigration. The combined effect of the 
natural increase and of immigration has been to 
raise the population by about two per cent a year 
during the past ten years or more. This rate 
Is roughly the same as that in Canada and New 
Zealand and Is considerably higher than the 
rates recorded in the USr. or In all the major 
west European countries In the same period. 

The influx of the Immigrants has made for 
more than a proportionate increase in the 
wotk force as well as its mobility, flexibility and 
adaptability. British migrants have been by 
far the largest group, representing nearly half 
the total. The proportion of persons of British 
extraction In the population remains high, but 
with the entry of large numbers from Germany, 
the Netherlands, Italy, Greece, Poland, Yugo¬ 
slavia and other Europesin countries, it has been 
falling during the past decade. 

If Australia were to exploit rapidly its natural 
resources of energy or minerals or find adequate 
manpower for the growth of Its secondary or 
service industries, it will have to plan for a 
steady and substantial increase in Us total popula¬ 
tion. Since the Australians, as affluent com¬ 
munities elsewhere, are increasingly favouring 
small families, the continuance of an active 
policy of immigration on the part of the Austra¬ 
lian government appears to be both economic and 
u social necessity. It is true tlutl immigrants 
newly arriving in Australia from southern or 
eastern Europe do tend to have relatively larger 
families m least for the first generation or two 


and Bra?H may not have to be planned 
more Scientifically in the light of prospec¬ 
tive trends in world demand for tpe mate* 
rial will certainly have to be considered 
sooner or later by these count¬ 
ries. None of them however should make, 
or can afford to make any move which is 
capable of being misunderstood by the 
consuming countries. The question of 
production planning will have to bh dis¬ 
cussed not merely in terms of collabora¬ 
tion between the exporting countries but 
also in terms of cooperation among ex¬ 
porting and importing countries acting 
together. Even if no definite step may be 
taken in this direction immediately, it is 
clear that there can be no indefinite post¬ 
poning of the processes of thinking out 
long-term production and export planning 
especially as Australia and, to a less 
extent, India are contemplating further 
expansion of iron ore mining. 

As has been mentioned earlier, India's 
trade with Australia is of quite moderate 
dimensions. Nevertheless, Indian imports 
from that country consist of quite a few 
important industrial raw materials. For 
instance, raw wool has been traditionally 


the tarfc&t fcinglp iteiii of India's import* 
from Australia, fit the year 1972-73 
imports, of this commodity amounted in 
value to about Rs 15 erores. Zinc, lead, 
nickel and ores or concentrates of non* 
ferrous metals constitute another impor* 
lant group of imports from Australia into 
this country. Indian imports of zinc are' 
running at 18,000 tonnes per year, ©quit! 
to about 20 per cent of ourrequirements, 
and lead at 6,000 tonnes per year, India 
has also been looking to Australian sup; 
plies of wheat whenever there has been a 
shortfall in grain production in our coun¬ 
try. 

It may be noted that India's offtake of 
Australian goods consists, to a large ex¬ 
tent, of what may be described as growth 
items* Quite obviously there is an ex¬ 
panding Indian demand, for instance, for 
non-ferrous metals. It should also be pro¬ 
fitable for India to establish sources of 
supply in Australia for its requirements 
of certain steel items such as stainless steel 
billets and electrical sheets. In view of 
our need for increasing the domestic 
availability of fertilizers our country should 
also investigate the likelihood of import* 


Wanted (the Right) People 

of these settlers, bur, as agabist this, there is also 
some reverse flow due to some of the immi¬ 
grants having second thoughts about settling 
down permanently in the country of adoption. 
Although their number is not large, it is by no 
means negligible, but this is one of the aspects 
of Immigration into Australia which few Austra¬ 
lians seem keen on discussing* 

It is interesting to recall here that a chauffeur 
working for a government car pool, a young 
Englishman who had migrated to Australia only 
recently, told me quite plainly that he would 
tike to get hack. He admitted that he had no 
complaints about employment or earnings but 
he said that "the people here are different" 
and that they “do not seem to care". It is 
possible that this was a case merely of home 
sickness or of an individual being a misfit 
in a new situation. As against this, there 
was the reaction of a young Japanese 
woman who had made for herself an interesting 
professional career Sn Australia and who spoke 
enthusiastically of wanting to live in that country 
“for ever and ever". 

To some extent the tempo of immigration 
into Australia is influenced by economic condi¬ 
tions in Britain and Europe* If the British eco¬ 
nomy does not recover early enough or if there 
were to be any kind of recession in Europe, 
Australia’s prospects of attracting immigrants 
from these areas will certainly improve, 

Mr Gough Whitlow, during his recent tour 
of south-east Asian countries, was reported «o 
have declared in Manila that “the white Australia 
policy is dead." This however is sooner said 
than believed. While it is true that he has app¬ 
roved a scheme under which ley land Australia 
will sponsor skilled Filipino assembly workers 
as permanent immigrants, the tact remains 
that Australia is still very much a closed count¬ 
ry to people whose skin is of the wrong pigment. 


While I was in that country in January this year, 
the newspapers were carrying prominently ac- 
countftVfa struggle being put up by an Australian 
woman from Metborurne who had gone to Bom¬ 
bay to adopt an Indian orphan child. It was 
reported that the state government of Victoria 
was repeatedly turning down her pleas and pra¬ 
yers. The child an interesting detail — had been 
given the name of "Indira 1 , which could have been 
a strategic move. 

Instances such as this are bound to colour 
the ideas of Asian peoples about Australia's immi¬ 
gration policy, but it should also be remembered 
at the same time that quite a few Indians, for ins¬ 
tance, have been managing to work their way 
into Australia as permanent immigrants. They’ 
are usually engineers, doctors or teachers and 
some of them whom I met were quite definite that 
once they had managed to reach Australia or 
become Australian citizens, they had absolutely 
no feeling or experience of being discriminated 
against in anyway. It is true that they also said 
that social inter-cowse between their families 
and the families of native-born white Australians 
in their neighbourhoods was very limited, but they 
attributed this mainly to the Australian way of 
life which seemed to place a high premium 
on domestic privacy. As against this, there Is 
also the disposition of immigrants from some 
of the south European countries to fetep them¬ 
selves to themselves and insist for ns tang #$ 
possible being drawn or absorbed into the main 
stream of Australian life. Incidentally, I heard 
ofa cluster of forming families of Sikhs of Indian 
origin who had been Australian citizens for gene¬ 
rations. If this dosed community of prosperous 
or even wealthy growers of sugarcane or other 
crops had any serious complaint, it was, 1 was 
told, their about the difficulty they had in getting 
Indian bridegrooms for their daughters. An¬ 
other poirt: not surprisingly, perhaps, there were 
two rival gurdwaras In this small community. 
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tag substantial quantities of phosphate 
from Australia. 

A particularly interesting possibility is 
India expanding substantially its offtake 
of raw wool from Australia. The prospects 
here are related to our country undertaking 
a far-reaching programme of modernizing 
its woollen industry with a view to making 
it export-oriented. An Indian Trade and 
Economic delegation from the Federa¬ 
tion of Indian Chambers of Commerce 
and Industry, after visiting Australia in 
May 1972, reported that it got the impres¬ 
sion that the Australian Wool Commis¬ 
sion would be interested in exporting 
larger quantities of raw wool to our 
country. This is because while the process¬ 
ing: bfnitv wool is a labour-intensive 
business, Australia is short of manpower. 
More recently, a delegation from the 
woollen industry in this country, which 
wp$ sponsored by the Commerce ministry, 
visited Australia and its study of the wool 
trade and allied problems scents to have 
resulted in 1 a finding that scope exists for 
India undertaking on a large-scale the pro¬ 
cessing of Australian raw wool into wool 
tops, yarn, woollen fabrics and knitwear, 
It is quite possible that further consulta¬ 
tions between Australia and India 
might help in the organization of an Iodo- 
Australian joint venture in our country 
for this purpose. Such a project could help 
India . to import Australian raw wool 
more freely and pay for it through foreign 
exchange earned by exporting woollen 
semi-manufactures or manufactures to 
other countries including Australia. 

Wool Commission 

Meanwhile plans are in an advanced 
stage for the Australian Wool Commission 
sending a team of experts to oar 
country to have a look at our woollen in¬ 
dustry and find out what could be done by 
way Of expanding or modernizing equip¬ 
ment* improving wool processing and 
manufacturing techniques or operations 
and generally building up our woollen in¬ 
dustry in terms of export efficiency and 
competitiveness. It would be interesting to 
note here that although Australia has set 
its face sternly against the export of Merino 
stock and is taking all possible measures 
or precaution to sec that other countries 
do not establish Merino wool production, 
it is becoming increasingly willing to col¬ 
laborate with countries such as India in 
setting up or improving processing or 
manufacturing facilities based on Austra¬ 
lian supplies of raw wool. The Australian 
team now visiting India is being described 
as an inspection team”, but it is believed 
that its labours should lead to further 
groundwork for the early reorganization 
and expansion of India’s woollen industry 
into a modern export-oriented manufactur¬ 
ing enterprise:' An interesting proposal 
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which U being canvassed in this connec¬ 
tion is that the Australian government 
; should consider setting up a revolving 
Credit which could help India finance lar¬ 
ger purchases of Australian wool for ex¬ 
port-oriented production.;, 

Given the relatively higher level of Aust¬ 
ralian exports to India in relation to Aust¬ 
ralian imports from India and the fact that 
India would need t o import larger quantities 
of important industrial raw materials from 
that country in the coming years, it has 
become a matter of some urgency for this 
country to try to step Up its exports to 
Australia. While this export trade already 
covers a number' of products, its earn¬ 
ings are still excessively dependent on a 
few traditional items such as jute manufac¬ 
tures, tda and cashew kernel. Fortunately, 
in recent years, some non-lraditkmal items 
in India's export trade such as marine 
products, machinery, both electrical and 
non-electrical and iron and steel items have 
been finding entry into the Australian 
market. Cotton textile fabrics, particu¬ 
larly hand loom fabrics, and handicrafts 
are a few other items from India which 
are also meeting with increasing buyer inte¬ 
rest from the Australian side. 

Vicissitudes in Jut* 

India's export of jute goods to Austra¬ 
lia has been subject to vicissitudes, but this 
is also the case with India’s export of jute 
goods to countries the world over. To the 
extent that synthetic wool packs and sack¬ 
ing material have been cutting into the 
Australian offtake of jute goods, the 
immediate outlook appears to be rather 
brighter than what it has been over re¬ 
cent years. Thanks to the sharp increase 
in crude oil prices, synthetics, based on 
hydrocarbons, are becoming less competi¬ 
tive, and India’s jute industry has there¬ 
fore a fair chance of not only recovering 
lost gi ound but gaining new territory. This 
would however assume that Indian pro¬ 
duction would increase and be maintained 
at a high level and that the importing coun¬ 
try may place reasonable reliance on supp¬ 
lies being promptly and adequately avail¬ 
able at relatively stable prices. 

In common with the rest of the world 
Australia too seems to be showing pre¬ 
ference for other beverages such as coffee, 
soft drinks and beer as against tea. While 
this should act as a restraint on the growth 
of per capita consumption of tea, the total 
consumption iteif could st ill gain encourag¬ 
ingly. This is for two reasons. In the 
first place. Australia’s population is on 
an upward trend both because of a rela¬ 
tively high birth rate and because of immi¬ 
gration. Secondly, the Australian econo¬ 
my is booming because, of. larger exports 
and rising export prices and the standard . 
of living of its people is advancing cons¬ 
picuously. India, however, has a problem 
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Banks; Australian Only 

in the £ Hussions during the conference of (he 
ConfedM-etion of Aslan Chambers of Commerce 
and Industry held in New Delhi In FHwuur). oar 
Of die Indian delegates pohvtded eat that re- 
tfontl economic cooperation implied reasonable 
freedom for the hanks of the various csnMries 
in die region to spread and function across na¬ 
tional frontiers. There seemed to he general 
agreement that ‘his was a legitimate proposWon. 
It should br interest taK to know *hat the Austra¬ 
lian government's position is. TradttoMlIjr, 
Australia has reserved Australian bunking for 
Australian banks and foreign banks are permitted 
Mty to engage themselves to transactions of * 
very limited astute within strictly prescribed 
limits; they cannot, for instance, attract or 
accept deposits la Australia. 

Australian basking bad adopted the branch sys¬ 
tem of banking and itsoldest member is the Bank 
of New South Wales which wss established In the 
year 1817. Originally It had a staff of two am; 
today It employs 16,000 men and women to 
1,200 offices. An Important constituent of the 
Australian banking system is the savings beaks. 
There are 13 of them and of these nine are fully 
associated with commercial banks, two are State 
owned and two trustee banks operating only to 
one state of Australia. 

The commercial banks lend tor the widest 
passible purposes, ranging frem small onsecared 
personal loans to multi-miUioo dollar fiaaoctog of 
manufacturing and minerals extraction and pro¬ 
cessing. The savings banks are playing a as**- 
tantial role to promoting and mobQlxtog doaMsdc 
strings. 


here of being able to compete efficiently 
with Sri Lanka and Indonesia, which are 
the main suppliers in the Australian tea 
market. 

The Australians are spending a\ good 
part of their income on food and the 
amount thus spent is. steadily rising be¬ 
cause of the general spread, of affluence. 
This trend is already beginning to benefit 
India's export of marine products to 
Australia. The scope for further expansion 
of this trade, if not exactly unlimited, is 
certainly very large and in tact large en¬ 
ough to justify India truly intensifying its 
effort to increase supplies and make them 
available for this export trade. ■ 

Similarly promising are the export 
trades in cotton textiles, particularly hand- 
loom garments, and handicrafts. The Aust¬ 
ralian market is wide open to competition 
from the textile manufacturing industries 
of many countries. While exporters from 
Japan and Hong Kong have been compet¬ 
ing primarily on the basis of price, .Bri¬ 
tish, American and west European cotton 
piccegoods or garment-makers have been 
competing essentially on the basis of the 
sophistication or their wares which na¬ 
turally appeals to large sections of quality- 
and fashion-conscious . consumers in 
Australia. Japan Sot^e time ago and Hong 
Kong more recently have lost most of 
their advantage in costs due to rising wages 
and a growing labour shortage. Iodia 
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could hope Co benefit to some extent from 
*thj$ development butifs textile industry 
’em* effect a real breakthrough only if its 
’.garment trade could measure up to the 
'‘standards: of American or European mswu- 
Tacturers in the quality of fabrics >r the 
’styling of clothes. It should be added 
Jhowever that importers or merchandising 
'firms in Australia are beginning to note 
i ! the improvement in the quality and range 
|;of Indian cotton textile garments and, 
"when I was in that country, I did hear quite 
few complimentary references to the pro- 
Jducti marketed by some of India's leading 
’exporters of cotton, woollen or blended 
^textile clothing. 

, More immediately Australian interest 
In India's cotton textiles seems to be cent* 
'‘red in items such as sheeting, and here 
5 the difficulty seems to be the reluctance 
c of the Indian textile mills which are in the 
s export business to undertake the manufac¬ 
ture of sheeting in the extra-wide widths 
which are demanded in Australia. There 
’seems to be some substance in the coni- 
1 plaint that mills manufacturing cotton 
1 sheeting or indeed other textile fabrics do 
** not seem to be very keen on cultivating the 
c Australian market. As a matter of fact, 
.it may even be true to say that, as com¬ 
pared to the United States or western Eu¬ 
rope, Australia seems to rank rather low in 


the marketing priorities of Indian maiiii- 
facturers or exporters of mill-made tex¬ 
tiles. 

In contrast, the handloom industry of 
our country does seem td be genuinely inte¬ 
rested in exploring the possibilities iq the 
Australian market. It was n refreshing 
sight to see handloom garments promi¬ 
nently displayed in leading department 
stores in the Australian cities. Apart from 
falling in with prevailing fashion trends, 
handloom cottons have also the virtue of 
being an appropriate summer wear in 
Australian conditions. Although Austra¬ 
lian cityfolk do stress in stvle for formal 
occasions or when going out to work in 
offices, the way of life outside the cities 
encourages a certain degree of casualness 
in dress habits and the more free-and-easy 
kinds of handloom garment therefore 
seem to have an appeal not merely for the 
younger or off-beat generation but also 
for whole communities of people. 

As standards of living rise in Australia, 
home o\.jership is becoming more and 
more popular and pervasive. It has 
been pointed out that Australia has one of 
the highest percentages of home-owners 
even in comparison with the highly in¬ 
dustrialized countries of the world. Na¬ 
turally, such a social context encourages 


Australians to spend money liberally on 
adding to the comforts and amenities of 
or beautifying their places of residence and 
this has meant a certain readiness on the 
part of large sections of the Australian 
people to buy such handicrafts as have a utt- 
litarian-cum-aesthetic aspect or even only 
an aesthetic effect. Against this background 
Indian handicraft products, particularly 
brass ware, are finding a place in display 
cases or shelves of department stores and 
speciality shops in Australia. 

The Australian government tots been 
justifiably taking credit for the special 
concern it has been showing for promoting 
imports of goods from developing count* 
ries. In 1*966 Australia introduced a non* 
reciprocal preferential tariff scheme under 
which specified manufactures and semi¬ 
manufactured products could be imported 
from developing countries free of duty or 
at reduced ratts of duty but generally sub¬ 
ject to quota limitations. In addition, 
specified handicraft products could be im¬ 
ported free of duty and quota limitation. 

In July last year the Australian govern¬ 
ment effected a general reduction by one- 
quarter in its import duties primarily as 
an anti-inflationary measure. This was ah 
across-the-board cuL and benefited all 
countries exporting to Australia, both 


From the Cow to tbs Constimtr 


Dairying is an important branch of primary 
industry In Australia. Whole-milk production In 
1970*71 was of the order of 7,300 million litres 
valued at AS 432 million. Of the output, 58 per 
cent was used for making batter, 10 per cent 
for cheese and eight per cent for processed milk 
products. Factory batter production was 230 
million kilograms and cheese 78 million kilo¬ 
grams, Butter exports totalled 93 million kilo¬ 
grams valued at A$ 48 million, cheese exports 
36 million kilograms valued at AS 18 
million, while other milk products exported 
were valued at A$ 38 million. The dairy in¬ 
dustry is MgMy organised, partly through effi¬ 
cient cooperatives. The New South Wales milk 
none, centred in the Sydney region, can boast 
ofa most modern dairy industry, some of which 
is ran on lines similar to large-scale Industry. 

Visiting the Camden Park Estate Pty. Limited 
in New South Wales, l realized how much modern 
business organisation could do to transform the 
economics of dairying for a large urban 
aiarket* The hub of this operation is the Rotofac- 
tor, which is capable of milking 2,000 cows mec¬ 
hanically twice daily. Designed and built In 
Australia it has been in operation since 1952. 
The 60*foot revolving steel platform carries 50 
automatically operated bails, each equipped with 
a vacuum milker. The platform Is mounted on 
twenty 12-inch roller bearing steel wheels rotat¬ 
ing on to circular steel rails. It fs driven by 
two 2 h.p. electric motors. The time of revolu¬ 
tion can be varied to accommodate the milking 
rate; the Rotolactor normally operates at an out¬ 
put of 309 to 375 cows per hour. 

The cows enter the Kotolactor by a ramp lead* 


log from the concrete holding yards and pass thro¬ 
ugh a foot may bath before stepping on to the 
platform. The teats and udder of each cow are 
cleaned with an individual sterilised cloth before 
milking. The teat cups pass ihrough a sterilising 
spray before being attached to the cows. The 
animals are 'headlocked 1 by an automatic dos¬ 
ing ball, which is also automatically opened at a 
point where the cows leave the platform and re¬ 
turn to the holding yards by an underground ramp. 

The milk is taken from fee cows by means of 
vacuum milking machines and is elevated through 
stainless steel pipes to vacuum sealed stainless steel 
containers located at intervals around the pint- 
form. These release the milk In torn Into a dump 
vat on the Rotolactor floor. The milk is then 
pumped through stainless Steel pipes to a cooler 
and into refrigerated storage tanks which hold 
the temperature of the milk at 96 degrees F. The 
pumping and cooling operation is carried oat in 
9t seconds. Bacteriological examination of the 
milk Is carried out daily. A sample of milk is 
also taken from each cow daily and is examined 
for normality. All cattle at Camden Park are tes¬ 
ted annually for bovine tuberculosis and the milk 
is guaranteed T.B. fret. The milk is despatched 
in insulated stainless steel railway tankers to 
consuming centres and Is bottled and distributed 
by a dairy farmers* cooperative. 

A special feature of rattle management under 
the Rotolactor system ie feel thera is no grazing 
of the livestock* Roughage In the form of 
chopped green feed and hay or silage Is fed In 
feed lots adjacent to the feoldfog yards alter the 
milking is completed. This fodder is supplied in 
the maid from Irrigated crops of rye-clover and 


lucerne immediately surrounding the Rotolactor* 
It is collected ami distributed into the feeders by 
means of n forage harvester and mechanical nn- 
loading feed trucks. No manual labour is 
involved. Surplus crop is conserved as hay of 
silage. Green fodder is available all the year 
round from this system. 

Manure is removed from the holding yards and 
feed lots daily and is spread over pastors arras* 
Resting paddocks and shelter feeds are denned 
pedodicaly and manure Is similarly disposed of. 
The milking plant is thoroughly wafeed and steri¬ 
lized before and after each milkier and the wash¬ 
ing water is drained away into a catching pit and 
is pumped daily over adjacent pasture land provi¬ 
ding a very valuable source of fertilizer. 

Daring the milking operation a high protein/ 
high starch concentrate ration is fed loth* cobs* 
The quantity fed is bassd on production deter¬ 
mined by a regda tebordiagoyMem wider which, 
a history card coders each soloist* Balk con¬ 
centrate is stored in two sllra and is distrfeitfei 
Into the feed boxes by electrically controlM 
conveyors In the correct quantity based on the 
cows 1 milk production* This equipment is felly 
automatic. . 

RcpUcemem^^frbwd mvtBCfofea^ 
beat balli available* Calves are reared on a 
special dairy devoted to this purpose and are de¬ 
horned in infancy and are later vaccinated against 
Bracellosts. The average dally milk productioa per 
cow is in excess of 21 gallons — testing 44 
per «f butterfint and 8,5 per rant solids got fet 
<S*K«F.), 
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devdopiDgand others At the same time wherever possible, at rates of duty more merit in respect of the specific products 
ft Was 1©U that this general lowering of im- than 10 per cent ad valorem below the concerned. The only country limitation 
^rt dirties made il desirable that the pre- relevant general tariff rates. Certain sped- at present in the system applies in respect 
Pyrenees granted to developing countries fiqit handicraft products, When imported of Hong Kong for a few products in- 
ip 1966 should he looked into again. This from eligible developing countries (and eluding articles of apparel and .clothing, 
apart, in keeping with the basically liberal qualifying as traditional handicraft pro- wigs, switches of hair or textiles, glass 
attitude which the present government in ducts according to the prescribed pro- inners for vacuum flasks and other flasks 
Australia has taken with regard to trade cedures) arc already being admitted free and vacuum vessels, windscreen wipers, 
barriers, Canberra has considered it logi- of duty without quantitative limitations dynamos, etc., lamps for bicycles, dolls 
cgji to take a stage further the preferential and this treatment will continue. and toys, 

tiriff scheme of 1966. As a result, a great¬ 
ly expanded System of tariff preferences has A basic purpose of the larifl preference Documentation requirements for im- 
been announced with effect from January 1 system being to assist developing countries ports under the preference system have 
this year. to compete in the Australian market , if been kept to a minimum. For the speci- 

* it is concluded that particular countries lied handicraft products, however, an 

Consequently, duties on a wide range of have become competitive, they may be approved authority in the exporting coun¬ 
products have been reduced by one-third excluded from or otherwise limited as try should certify that they are hand-made 
to three-quarters of the pre-July 1973 regardsthe benefit of the preferential treat- and traditional products of a cottage in¬ 
rates with a medial reduction of about one 


half. In addition, about 860 items or 
approximately one-third of the total items 
in the Australian tariff are free of duty 
when imported from developing countries 
under a tariff preference system while a 
further 325 items are free of duty from 
any source. India of course has been 
and continues to be a beneficiary of the 
Australian non- reciprocal preferent iul 
tariff scheme. 

The system has a wide product cover¬ 
age extending to most dutiable manufac¬ 
tured, semi-manufactured and substantially 
processed primary products without quota 
limitations except for a few items. Pro¬ 
ducts excluded from this system arc main¬ 
ly those subject to revenue duties, such as 
tobacco products, beer and spirits and such 
items in respect of which developing 
countries are already competitive or are 
likely quickly to become competitive in 
the Australian market at general tariff 
rates of duty. All the products covered by 
the original system of tariff preferences 
ha\e been ineroporaietl in the revised sys¬ 
tem, mostly .without the quota limitations 
that previously applied. Where there arc 
quota limitations, quotas are allocated to 
importers, on an annual calendar year basis 
and can be used lor imports at the prefe¬ 
rential rates of duty from any eligible de¬ 
veloping country. 

Ten Percent Less 

Generally the initial prcfcicntiul rales 
arc IQ per cent orf valorem (10 percentage 
points or equivalent for products subject 
to specific rates of duty) below the rele¬ 
vant general tariff rates (i,c„ if the general 
tariff rate is 30 per cent ad valorem , the 
rate for eligible developing countries is 
20 per cent ad valorem). There arc some 
variations to this general approach. Pro¬ 
ducts included in the system are free of 
duty where the general tariff rate is 12$ per 
cent ad valorem or less. The preferential 
rates of duty on products included in the 
original system have been maintained. 

EASTERN economist 


Meat for tl 

Autralians are among the best fed peoples in 
the world. The calorie supply per capita* as a 
percentage of established standards, is perhaps 
the highest for Australia and New Zealand (even 
among the developed regions of the world) this 
figure being 122, for the two countries taken to¬ 
gether, in 1970. Australia and New Zealand 
are even better placed in terms of net protein 
supply per capita , the figure here being 106 grams 
per day for Australia and New Zealand. Only 
two other countries, namely, Argentina (105 
grams) and France (103 grants) sport figures in 
excess of 100 grams. A very high proportion or 
this protein supply is of animat protein in the case 
of Australia and New Zealand, for which the fi¬ 
gure is 71 grams per day as compared with 67 
grams for the United States and Canada, 64 
grams for France and 62 grams for Argentina. 

A u trail an meat production and marketing is an 
ciently organized industry as is only to be ex¬ 
pected of a country which is one of the world's 
four leading meat producers and which exports 
meat to over 50 countries. The Australian Meat 
Board, one of several marketing boards sot up 
hv the Commonwealth government, works to¬ 
wards the development of the industry both in 
Australia and overseas, its members represent 
producers of livetock, meat exporters and the 
Commonwealth government. Its income is de¬ 
rived from a levy paid on the slaughter of livestock 
and its responsibilities include the licensing or 
export organizations, the provision of technical 
advice to the industry, and the deelopment of 
orderly marketing and sales promotion at home 
and abroad. 

The Metropolitan Meat Industry Board, a 
regional body, has the responsibility of ensuring 
that the 2k million people, who live In the County 
of Cumberland, a region cditrcd around Sydney, 
Australia's largest city, get their meat as hygieni- 
cally and efficiently as possible. H is charged 
with the maintenance and control of abattories 
and slaughter houses, cattle sale yards and meat 
markets within a certain district in and around 
the city of Sydney, tt is empowered to regulate 
the slaughter of cattle within, and the bringing into, 
such district all meat derived from animals 
slaughtered outside it and also to provide for 
the,selling, exporting and otherwise dealing with 
cattle and meat. The backbone of its operations 
Is the combination of the Hnraebush livestock 
sale yards and the abattoir near Sydney, occu¬ 
pying an area of some 806 acres and employing 
about 1,500 men. Us sale yards have provision 
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e Millions 

for the handling of 4.000 head of cattle, 35,000 
sheep or lambs and 3,500 pigs and/or calves for 
sale. The livestock is sold by the open auction 
system either on a live weight or per Head basis. 
The animals are then transferred to the adjacent 
paddocks at the abattoir, covering an area of 
about 600 acres, where they can he fed, watered 
and rested before slaughter. Here they may be 
joined by stock purchased in country areas, and 
once the stock is delivered by its owners to the 
lairages adjoining the slaughtering units, the 
Board takes fait responsibility for slaughtering the 
stock, chilling the carcasses and delivering them 
to the meat halls where they are taken over by 
their owners for sale to the retail trade. For 
these services the Board makes a standard charge 
to the owner. In addition, most of the meat from 
country killing centres comes into Homebttsh 
where it is offered the same display and marketing 
facilities as for Homcbush killed meat. 

At present the abattoir kills a yearly average 
of about 2.5 milieu sheep and lambs, 120,006 
cattle, 100,000 calves and vealerg and 200,000 
pigs. Cattle coming in for slaughter are first 
stunned by pneumatic equipment, then hoisted 
to a rail and bled, after which they pass through 
various stages of assembly-line processing. 
Slaughtering of calves, sheep and lambs and pigs 
follows a similar pattern. These slaughtering 
operations, it is claimed, are constantly under 
review, with continuous modifications in the 
interests of safety, ease of operation, cleanliness 
and efficiency. There is however one refinement 
which slaughtering technology is apparently 
still not able to undertake. 1 am referring to 
each herd of sheep being killed before the eyes of 
the next herd in the queue. Even so, slaughtering 
techniques in modern abattoirs are, from the 
ethical as well as the hygienic point of view, far 
superior to the crude methods of handling live¬ 
stock for slaughter in countries such as ours 
where the meat industry is still mostly primitive 
and largely unorganized. 

In the course of a tatk with Mr P.S. Hill! 
Chairman of The Metropolitan Meat Industry 
Board, t learnt that the board should be able tp 
provide guidance to meat industries in other 
countries in setting up modern slaughter houses* 
In his view urban consuming areas arc best served 
by abattoirs run by local bodies. He indicated 
that the board could help by bringing official au¬ 
thorities or agencies b India in contact with 
Australian architects, engineers or equipment 
manufacturers engaged In the setting up of 
abattorles on scientific lines. 
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jdustry in the exporting industry. For 
: eligible products <>ttffer*than handicrafts, 
i the exporter must make a declaration on 
I the normal invoice to the effect that (a) 
i the final process of manufacture was per* 
i formed in the developing country export- 
! ing the goods and (b) not. less than one 
i half of the factory or works cost of the 
i goods is represented by the value of labour 
I and materials of developing countries and/ 
or Australia (the country or countries con- 
, cerned must be named and may include 
developing countries other than the ex- 
porting country). 

| The Australian government has also 
decided to establish a small trade develop¬ 
ment facility to help developing countries 
with trade enquiries and market informa¬ 
tion. This agency is expected to become 
operative in the course of this year and 
the services to be provided by it will in¬ 
clude the preparation of marketing in¬ 
formation and the processing of trade 
enquiries in response to specific requests 
from the relevant authorities iti exporting 
developing countries. 

It will be seen from the above account 
that the Australian scheme is far ahead 
of the Generalized Scheme of Preferences 
of the European Economic Community. 
The Commercial Cooperation Agreement 
recently concluded between the Commu¬ 
nity and India may, however, lead to some 
very substantial liberalization in the imple¬ 
mentation of that scheme in the future. 

Points of Interest 

Meanwhile, two points should specially 
be taken note of in connection with 
the Australian system. In the first place, 
while reserving “the right at any time 
to modify, withdraw, suspend or limit 
the preferential treatment for any 
item and with. respect to any bene¬ 
ficiary country”, the Australian govern¬ 
ment has given a formal assurance that 
“any such action arising from cases of 
serious injury or threat of serious injury 
to the domestic industry will only be taken 
after full consideration of all the circums¬ 
tances” and after providing “adequate 
opportunity for consultations at the re¬ 
quest of any of its trading partners " about 
the operation of the scheme. Perhaps 
more important still is the undertaking 
given by the Australian minister for Over- 
sease Trade, Dr. J.F. Cairns, that his go¬ 
vernment will carry out a full-scale re¬ 
view of the system every two years with 
the object of making a lurther reduction 
of 10 per cent ad valorem in preferential 
rates of duty until such time as imports 
from developing countries become com¬ 
petitive in the Australian market. 

From the Australian side it is fully ex¬ 


pected that this new scheme will open up 
greatly increased opportunities for India 
to export a wide range Of, non-traditional 
manufactured products, Australian im¬ 
porters see the prospects of importing many 
new products such as muchine tools* metal 
and wood-working machinery, hand tools, 
construction and materials handling equip¬ 
ment, cables, steel pipe, builders' hard¬ 
ware, domestic appliances, textile machi¬ 
nery, laboratory equipment, electric mo¬ 
tors, welders, medical equipment, furni¬ 
ture, communications equipment, auto- 


Profile 

The govommeiic of the Commonwealth of 
Australia has provided in its budget for 1973-74 
a sum of AS 243 million as net economic aid to 
developing countries. This marks an increase 
of 21.2 per cent over the corresponding figure for 

1972- 73. The principal beneficiary of Australian 
external aid programme is the Territory of Papua 
New Guinea, which became self-governing on 
the 1st of December 1973 and is expcected to re 
ceive full independence in the course of this year 
or, at the verv latest, in 1975. 

In the Australian external aid programme for 

1973- 74 Papua New Guinea claims A$ 179 mil 
lion. There will be a substantial increase of 
A$ 65 million or 44 per cent in expenditures on 
aid to Papua New Guinea in 1971-74. This re¬ 
flects partly the special efforts that are now being 
made to prepare Papua for self-government and 
subsequently independence. 

Out of the balance available for other develop¬ 
ing countries, At 67 million are for bilateral pro¬ 
grammes and At IS million are for multilateral 
programmes. Provision has been made for 
expenditures totalling At 37 million on projects, 
experts and equipment under the Colombo Plan, 
the Special Commonwealth African Assistance 
Plan (SCAAP), the South Pacific Aid Program¬ 
me (SPAP) and aid to Indonesia. Excluding 
Papua New Guinea, the largest recipient of bila¬ 
teral aid from Australia at the present time is 
Indonesia, which is expected to receive aid totall¬ 
ing AS 23 million during 1973-74. 

Australia will continue to provide 225,000 
tonnes of wheat tor its equivalent in flour or 
rice) as food aid in 1973-74 under the Pood Aid 
Convention of the Internatiotnl Wheat Agreement. 
Most of this food will be provided for develop¬ 
ing countries in the Asian and Pacific regions. 

Call on Australia's contribution to 
the International Development Association 
(IDA) including those made under the 
terms of the third replenishment are 
expected to total At 8 million in 1973-74* Nego¬ 
tiations are currently proceeding on a fourth 
exercise to replenish IDA’S resources and this 
seems likely to result in a substantial increase in 
Australia’s present annual contributions to this 
body. An amount of AS 3 million has been pro¬ 
vided in the budget to meet the second instal¬ 
ment of the paid-m convertible currency portion 
of the recent increase fin Australia’s subscription 
to the capital stock of the Aslan Development 
Bank (ADB) and to allow Tor expected calls on 
the local currency portion of Australia’s original 
capital subscription. Total calls on Australia’s 
masting contribution the to MuKlti-Purpose 
Special Fund of the Asian Development Bank 


motive parts, pumps, watches and sporting 
equipment. 

The .extent to wfiicit Indian expdrtert 
are actually able to capitalize on! this and 
other trade possibilities with relation to 
Australia would depend very much on the 
willingness and ability of the Indian busk 
ness community to hdopt modern export 
marketing techniques and adapt them to, 
specific Australian market situations. It 
is important to bear in mind that the Aust¬ 
ralian market has become accustomed to 


off Aid 

and a proposed farther contribution of the equi¬ 
valent of US $250,000 to the ADB Technical 
Assistance Special Fund during 1973-74 are to¬ 
gether expected fa result in expenditures of slight 
!y over A $1 million this year. Consideration Is 
being given fa the institution of an IDA-type 
arrangement for the ADB whereby donor count¬ 
ries would in future contribute on some agreed 
basis to a proposed Asian Development Fund 
which will be set up far this purpose. Australia 
Is expected fa participate In this exercise and fa 
make a relatively generous contribution fa this 
Fund, 

The Development Assistance Committee 
(DAC) of the Organisation for Economic Co¬ 
operation and Development (OECD) publishes 
data on the net financial resource transfers to de¬ 
veloping countries as a percentage of Gross 
National Product of assisting countries. On 
the basis of this Information, the percentage Is 
seen fa have improved In the case of Australia 
from 0.74 in 1969 fa 1.22 in 1970 and 1.38 in 
1971, but to have come down fa 0.95 in 1972. 
This compares with the DAO's average of 0.75 
in 1969 rising fa 0.79 in 1970 and 0.82 in 1971 
before declining fa 0.77 in 1972. According 
to the International Development Strategy drawn 
up by the United Nations for the 1970’s, each 
economically advanced country was expected to 
provide annually to developing countries financial 
resource transfers of a minimum net amount of 
one per cent ofits GNP at market prices, dod¬ 
ged by this yardstick Australia’s performance 
does not compare unfavourably. It should be 
noted however that the figures for Australia 
given here arc inclusive of aid fa Papua New 

Australian aid and development assistance fa 
India had included gifts of wheat and other food¬ 
stuff*, contributions to the Indus Basin Develop¬ 
ment Fund and participation in various pro¬ 
grammes under the Colombo Plan. Training 
facilities far agricultural scientists and techno¬ 
logists in Australian institutions, scMmdhlpn 
to students far technical education, partfcfipu* 
tion in arid vm research and In the improve¬ 
ment of sheep breeding and assistance in the 
establishment of a modern bakery are some 
of the schemes or projects which haw come 
under the umbrella of Australian economic co¬ 
operation vtfth India’s economic development, 
valuable as these schemes and projects have 
been, it is recognized both fin Canberra and New 
Delhi that much more can and ought fa be done. 
One promising possibility is the setting up of a 
revolving credit by Australia for financing pur¬ 
chases of Australian raw wool by the Indlanwool- 
len Industry fat expanded export production of 
worsted* and hosiery items. 
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the high pressure salesmanship or the great 
Japanese trading houses or other export 
enterprises in that country, which have 
been perfecting over two decades means 
and methods of establishing Japan's posi¬ 
tion as a major supplier in the Australian 
market. 

In the case of engineering items, for 
instance, while Hindustan Machine Tools 
should be able to build up a respectable 
clientele for its products in Australia 
since those products are competitive in 
price and quality with those of other 
suppliers to the Australian market, 
success, however, would depend on 
Hindustan Machine Tools being uble 
to convince prospective buyers that 
(a) deliveries will be made nol 
merely as contracted for but almost as 
and when the buyer needs the equip¬ 
ment and (tft there would be available 
at all times an efficient after-sales service 
adequately equipped with components 
and spare parts. 

Promising Strategy 

These criteria of course would apply not 
only to Hindustan Machine Tools but all 
other exporters or would-be exporters who 
would like to build up a substantial export 
trade for goods in respect of which ready 
availability of the item and proper after- 
sales service arc, in the very mvtute of 
things, imperative. It is possible that the 
promising strategy in these cases could be 
for the Indian exporter to select with 
few relatively new but dynamic sales 
agents or representatives in Australia, ex¬ 
tend to them credit facilities for stocking 
goods, including spare parts and compo¬ 
nents against sales or after-sales require¬ 
ments and develop mutually beneficial 
relations with them so that the agents or 
representatives feel that they have a stake 
in the alliance and that they have a fair 
chance Of themselves growing with the 

f rowth of the business. Incidentally, this 
ind of approach seems to have paid off’ 
very well ia the case of Japanese export 
strategies and there are instances, for ins¬ 
tance, in the automobile industry where an 
Australian sales representative, agent or 
distributor of the Japanese manufactu- 
. ref or exporter, starling as a small trader, 
has become a big businessman ulong with 
the growth of the Australian market 
fqr the Japanese product he has been 
handling. 

There ate certain other export goods, 
notably consumer items such as light en¬ 
gineering goods, textiles, handloora gar- 
: meaty and handicrafts which might call 
for somewhat different tactics. The Aus- 
ralian retail trade is dominated by three 

S eat chains of department stores, namely. 

avid Jones', woolworth and Cole's., 
Broadly speaking, the first ‘of these has a 
relatively high proportion of the more 


affluent customers, the second serves a handling those imports. David Jones', 
large cross-sectioncentred in a substantial for instance, has already been fairly cn- 
segment of the middle income groups and thuxiaslic about and effective in introduc- 
the third the bulk of budgct-Conscioos ing Indian hundloom and handicraft 
consumers. products to its customers. Woolworth 

has shown an interest not in 
These large - scale merchandising these and othci lines. There is in fact no 
outlets will certainly have to be brought reason Why the three department stores 
into any scheme for the bulk marketing of chains mentioned here or other retail out- 
lndian consumer goods in Australia. For- lets should not or cannot be persuaded to 
tunately, they have shown nn interest in take an increasing interest in stocking and 


Hands Across the Tasman 


There is of course no analogy between the 
New /calami Australia relationship and 
Goldsmith’s story of the Dwarf and 
the Giant. Nevertheless many observers 
scent to feel that the growth of economic relations 
between the two countries has been inhibited to 
some extent by New Zealand’s fear of economic 
domination or loss of independence and Australian 
indifference or apathy. There Is however little 
doubt on either side of the Tasman sea that 
there is not only much scope for closer coopera¬ 
tion hut also that both Gantierra and Wellington 
are now well placed to promoting it. 

Australia-New Zealand economic relations 
are now guided or governed mainly by the New 
Zealand Australia Free Trade Agreement 
(NAFTA) which was concluded in 1966. This 
agreement had its accent on caution and the 
initial list of products exposed to free trade was 
severely limited and hedged in with numerous 
safeguards. New Zealand’s rural exports, such as 
cheese and lamb for instance, were made subject 
to quota, while VistroHan manufactured exports 
such as iron and *teel and motor vehicles were 
excluded. Nevertheless* the trading relations 
between the two countries have been showing 
some progress, 

Australia's export to New Zealand had in¬ 
creased from A W50 million in 1964-65 to A $322 
million in 1972-73. It should be noted however 
that these exports, as a percentage of Australia’s 
total exports, had declined from six per cent to 
5.4 per cent during this period. Australia’s im¬ 
ports from New Zealand have gone up over three 
years from A $47 million to A $131 million, while 
these imports as a proportion of Australia’s total 
imports have risen from 1.6 per cent to3 .ft per cent. 
In other words, while Australia’s exports to New 
Zealand have shown some absolute increase, 
they have declined relatively to Australia's ex¬ 
ports to the rest of the world excluding New Zea¬ 
land. Imports from New Zealand, however, 
gained both absolutely and in terms of the Aust¬ 
ralian market for imports in general. An ana¬ 
lysis of the trade statistics is reported to have 
shown that the reduction or elimination of duties 
under NAFTA has by itself not been having any 
significant influence* probably because the libe¬ 
ralization of trade or tariff barriers happens to 
be unduly limited In its product coverage. 

Many' factors besides the inadequacy of the 
trade agreement seem to be coming in the way 
of ait expansion of Australia-New Zealand 
trade. In both countries protectionist sentiment 
remains strong. Again* the fact that Australia 
imposes duties on several materials and 
components which New Zealand ad¬ 
mits duty-free has caused resistance by Austra¬ 
lian producers to freeing imports of the finished 
goods in which they are embodied. Now Zea* 
laud's continued mott to Import licensing, even 
with the recent marked improvement in its ba¬ 


lance of payments and overseas reserves* has 
come in for adverse notice in the Australian busi¬ 
ness community. As a result, the extension 
of the product coverage under NAFTA has been 
half-hearted and halting. 

Nevertheless, both political and business cir¬ 
cles hi New Zealand seem to have lately become 
quite enthusiastic about building more vigorous¬ 
ly in the future on the foundations of the present 
trade agreement between that country and 
Australia. New Zealand's prime minister* Mr 
Kirk, for instance, recently characterised NAFl'A 
ns ‘ an outstanding success” while Mr Freer* the 
minister of Trade and Industry, described it 
as “an important tool of economic development.” 
Simultaneously* the Manufacturers’ Federation 
in New Zcnlund, which has plans for increasing 
the output of secondary industry in the country, 
is pressing on Wellington the importance of ex¬ 
ploring more actively the possibilities of the 
Australian market for New Zealand's industrial 
output. It is being assumed in this connection 
that Australia would grow rapidlv in significance 
as an export market for New Zealand's goods, 
taking nearly 24 per cent of New Zealand’s total 
exports in 1982 compared with nine per cent in 
1972. Australia’s share of New Zealand’s rising 
import market is also expected to keep growing, 
reaching about 35 per cent of the total in 19H2. 

So that these projections may not remain 
mere aspirations, the New Zealand. Manufac¬ 
turers' Federation have got together with the 
Associated Chamber of Manufacturers of Aust¬ 
ralia and established industry panels in respect 
of a. number of products. These panel* are 
to consider the basis of the access to 
each other’s markets, complementary industrial 
development, cooperation In the development 
of other markets and problems relating to the 
source of raw materials. 

\t tlie political level Mr Freer from Wellington 
und the Australian minister for Overseas Trade* 
Dr Cairns, have agreed that hi future the activities 
of the manufacturers on both sides of the Tasman 
must be C'wrdmated and Out to this end iT would 
be necessary to look closely at those industries 
which might be more economic If based In one 
country rather than two. While these grand 
designs arc helm? worked out or at least talked 
about, economists such us Dr Peter Floyd In 
Australia and Professor F.W. Holmes lit New 
Zealand have suggested certain steps that could 
be taken In the immediate future to expedite 
the expansion of trade between the two countries. 
One of the proposals is that the two governments 
concerned should promptly commit themselves 
to achieving free trade in substantial)} all the 
products traded between Australia and New 
Zealand by removing barriers according to a 
pro-determined schedule within mi agreed period 
of time. 



selling consumer goods imported from 
India and ranging from automobile acces¬ 
sories to zip fasteners. 

There is however a very intportunt con¬ 
dition that the Indian export effort m the 
Australian market should fulfil at all 
cost; this is that amateurishness should be 
iuled out. Take, for instance, the well 
meant but largely wasteful expenditure of 
money and energy on a six-member team 
of buyers and salesmen working on the 
staff of David Jones’, who were brought 
out to India last December to strike busi- 
I ness deals with Indian manufacturers or 
exporters of handloom goods, handicrafts 
or other consumer products. The whole 
» project was so ill-planned and inadequate- 
«ly processed at almost all points or levels 

• that it ended in disappointment if not 
: frustration ail round. This team stayed 
i m the country for too short a period, 
f contacted too few prospective suppliers 

and did too little business. As a matter of 
I fact, although David Jones' had sent 
» out their men with instructions to write 

• out cheques up to half a million Aust- 
t ralian dollars provided supplies or offers 

of supplies were forthcoming, the visiting 
1 team could not spend more than a tenth 
of that amount and even that only with 
the greatest difficulty. 

Trade Contacts 

It is clear that, as and when similar 
export promotion measures are taken up 
hereafter, sufficient care should be taken 
to ensure that they do succeed in estab¬ 
lishing reasonably extensive and worth¬ 
while trade contacts between the ex¬ 
porters in this country and the Australian 
distributors or retailers. There are of 
course official or semi-official Indian 
trade agencies working in Australia, while 
the fndian High Commission has com¬ 
mercial sections both in Canberra and 
Sydney. 

In the latter place there is a 
Consulate with a Consul-General with the 
rank of Deputy High Commissioner. 
The STC has an office in Sydney and while 
one of its major functions is to arrange for 
purchases of raw wool on behalf of the 
decentralized sector of the woollen in¬ 
dustry in our country, it is also aspiring 
to promote Indian exports, particularly 
of non-tradilional items, to Australia. 

While these official or semi-official chan¬ 
nels do have a useful role to play and are in 
fact playing it within the limitations im¬ 
posed by their bureaucratic or semi-bu¬ 
reaucratic nature or methods of function¬ 
ing, particularly as determined by the 
Commerce ministry here or the board 
oom of the STC in New Delhi, it would 
still be true to maintain that the greater 


part of an Indian export drive to Australia 
will have to come from private trade chan¬ 
nels in this country linking with their 
counterparts in Australia loan increasing 
extent. 

This means above all that more 
and more Indian businessmen should more 
often go to that country well equipped with 
samples of what they have to offer and with 
clear and firm ideas about their limita¬ 
tions as well as their potential as reli¬ 
able sources of supply. As it is, most of 
such businessmen as get around to visiting 
Sydney, Melbourne or Perth generally do 
so only as a side-trip to their main jour¬ 
neys in south-east Asia or to Japan. The 
psychological attitude behind this must 
change if the Indian business community 
is to make live and large contacts with the 
Australian market. 

Destination Sydney 

Finally, the basic attitude of the govern¬ 
ment of India towards l ndo-Aust ralian 
relations will also be a very important fac¬ 
tor in the dynamic evolution of India's 
economic and trade links with that count¬ 
ry. Last June, when the Australian prime 
minister, Mr Gough Whitlam, visited our 
country, our prime minister and the go¬ 
vernment of India were quite obviously 
warm towards him personally and also 
towards his ideas about Australia's place 
or role in this part of the world. This 
visit resulted in mutual agreement oil the 
broad strategy as well as the general ma¬ 
chinery for promoting Indo-Auslralian 
consultation and cooperation on regional, 
political and economic (including trade) 
affairs. 

All this, however did not prevent 
the post of the Indian High Commissioner- 
ship in Australia remaining vacant for the 
whole of the second half of last year. Al¬ 
though the then High Commissioner, Mr 
Gurnani Singh, had been killed in the 
Indian Airlines* plane crash over New 
Delhi in May (when he had come to this 
country in preparation for the Australian 
prime minster's visit a few days later), 
the government of India was strangely 
unable to select a man to succeed him or 
announce the appointment earlier than 
this Fcbtuary. 

Why this Delay ? 

During this long period of delay it was 
being freely asked everywhere whether the 
prime minister was trying to make up her 
mind about which discredited or otherwise 
redundant politician in her party she might 
reward with this office. It Was even re¬ 
marked cynically that she might well be 
wailing for the UP election to be over $o 
that some favourite but defeated courtier 


could be promptly ac^mmodateil irt a 
comfortable diplomatic post 

In the event, the choice fell on a 
joint secretary in the ministry of 
External Affairs, and while , it is true 
that another official of this ministry had 
managed to do good work in Canberra 
as Mr Gurnam Singh’s predecessor — the 
High Commission, for instance, was slim¬ 
med down to one minister counsellor and 
a second secretary where there had been 

five diplomatic officials before.the nagg* 

ing question remains whether the govern¬ 
ment of India could not have selected 
someone with substantial public or political 
standing but still dynamic and in the mid¬ 
dle years of his life, to head our Mission 
in Canberra. In the same month in which 
the name of our High Commissioner to 
Australia was announced, another joint 
secretary in the same ministry whs nomi¬ 
nated as Ambassador to Ethiopia, 1 won¬ 
der whether, in the diplomatic scales of 
the ministry of External Affairs, Austra¬ 
lia and Ethiopia arc considered to be of 
the same political or economic significance 
to India. 

Into the Future 

Incidentally, the Australian government 
itself seems to be attaching considerable 
importance to its diplomatic representa¬ 
tion in New Delhi. The present Austra¬ 
lian High Commissioner to India, who 
look up his post last December, although 
a new comer to the profession of diplo¬ 
macy, has a distinguished journalistic 
background. One of the outstanding poli¬ 
tical commentators in his country, the 
youthful and extremely articulate Mr 
B.A. Grant seems to have been handpicked 
by the prime minister, Mr Whitlam, for 
the Indian assignment. 

U could no doubt be pointed out 
perhaps that another distinguished 
journalist, who was also handpicked 
by his prime minister (in this case, 
Mr Harold Wilson), to represent his 
country in New Delhi, did not exactly turn 
out to be an unqualified success. It may 
also be argued that the government of 
India’s own experience where the journu* 
lists it has sent abroad as diplomats arc 
concerned, has not always been happy. 
Nevertheless, Canberra's choice fbr its 
present High Commissioner in New Delhi 
shows imagination and enterprise. This is 
to be welcomed since it is imborlant thht 
both in Canberra and New uelfii there 
should be a dynamic outlook on Indo- 
Auslralian political understanding and 
economic cooperation. In a fast-changing 
world it is as necessary to form and 
nurse new friendships as to maintain and 
strengthen existing ones. Australia and 
India indeed seem to be very much 
each other's future. ; , 



reviewed in these columns, this book also 
has greatly enriched labour economics. 

Regional Imbalance 

There has been a great amount of talk 
been in recent years about inter-stale dis¬ 
parities and regional imbalances which have 
not only always existed but, what is worse, 
are further getting accentuated aftci 
independence. There have been announ¬ 
cements of industrial policy in 1948, 
1956 and 1970 and the Industrial (Deve¬ 
lopment and Regulation) Act was pass- 
in 1951 to give effect to the above in¬ 
dustrial policies and help realise the 
various objectives of which achievement 
of regional balance was a prominent one. 
What has however not been realised is 
that appropriate regional industrial deve¬ 
lopment cannot be brought about by 
merely passing industrial policy resolu¬ 
tions or by even passing industrial regu¬ 
lation act or thiough mere licensing 
policy. Industrial development appears 
to have a logic of its own and once set 
in motion appears to gather momentum, 
if the conditions are favourable. What 
is tins logic of industrial development 
by following which alone balanced regio¬ 
nal iudiistri.il/atinn can be brought 
about 7 Dr Yogindcr K. A high. 
Director of Sardar Patel Institute of eco¬ 
nomics and Social Research, Ahiriedabad, 
has made an attempt to indicate some 
of the important aspects of regional 
industrialization in his lectures delivered 
at the Centre of Advanced Studies, Bom¬ 
bay Regional Aspects of Indian Indus - 
uializ'ition presents a summary of 
those three lectures 

Tiacmg the historical pattern oi Indian 
industrialization the author has shown 
how industries in India have grown in 
relatively self-contained and technologi¬ 
cally inicr-hnkcd regional clusters. A 
casual glance even today at the industrial 
map of India indicates that only certain 
regions in the three major states of 
Maharashtra, West Bengal and Tamil 
Nadu have always been dominating the 
industrial scene in India. Lach of these 
regions has an inter-dependent cluster 
of closely inter linked industries. If these 
comparatively highly developed indus¬ 
trialized regions are kept out of consi¬ 
deration. it would be seen that the over¬ 
all impact of industrialization in India 
even at present is hardly anything more 
than superficial. Why is it that only 
particular states or more accurately 
only some regions in particular stales 
have been experiencing fairly rapid in¬ 
dustrialization as compared to most 
other regions which have industrially 
remained backward ? 

Most of the analysis that is carried 


on so far to explain the above pheno¬ 
menon is generally in descriptive terms. 
Y.K. Alaglrhas however analysed the 
problem in analytical terms of agglo¬ 
meration economics, inter-industrv lin¬ 
kages, scales of cconemics, clustering of 
intcr-related industries and investment 
paths in terms of inter-industry and 
intcr-regiona! allocation of resources. 

On the basis of the above important 
variables and the available empirical 
idea, the authoi has analysed the polic> 
implications of his analysis. Analys¬ 
ing the different models oi' resource al¬ 
location for a nation's induslriaVation, 
the author has pleaded for ‘two stage 
planning procedures’. To begin with 
plans should he fonnulalcd lor ‘the 
commanding heights, of the national 
economy. It is in the second stage thai 
detailed analysis along the above lines 
of agglomeialion economies, inter-indu¬ 
stry linkages, scales of economics, etc., 
should be conducted for different blocks 
of mter-indiisiry and interregional alloca¬ 
tion of icsources. There is no doubt 
that regional industrial development 
requires more careful and analytical 
studies concerning theory and practices 
of industrial development. 

Unfortunately compression of three 
lectures into a lew pages has made the 
Icctuics almost incomprehensible to 
most. The author who should have 
clcarlv defined mans of the concepts and 
ideas betoie proceeding to the analysis, 
has taken them for g«anted with the con¬ 
sequence that the circle of readers for 
this book will be restricted only to the 
advanced students of industrial econo¬ 
mics which among all the branches of 
of economies admits of comparatively 
simple analytical tieatmcnt. 

Second Liberation 

I iberation of India in 1947 was not 
the true liberation of the country. Tho¬ 
ugh India became free from the British 
shackles in 1947, within the next two 
decades she did not rise to the stature 
ot a political powci that could command 
respect from her friends and strike fear 
in the hearts of her enemies. The bub¬ 
ble of her prestige built mainly on Nehru’s 
personality and her non-alignment policy 
but lacking economic strength and mili¬ 
tary prowess was pricked by her debacle 
at the C hinese hands in 1962. Since 
then India had been drifting aimlessely, 
but developments with far-reaching im¬ 
plications were taking place in former 
Hast Pakistan almost without India’s 
knowledge and when the matters came 
to a crisis in 1971, for once India acted 
swiftly and determinedly. This accord¬ 
ing to Pran Chopra, a veteran journalist, 


not only meant freedom for Bangladesh 
but in fact meant the second liberntpoi 
for India ! 

'flic liberation of Bangladesh and iok 
which India played m it are recent his 
tory fresh in the minds of readers. Yet 
it is worthwhile to read India's Seco/u 
Liberation carefully for a number of rca 
sons. It is sheer joy to read Pran Clio 
pra’s prose. It is also extremely mstrue 
live to know what the tactics of ou 
friendly countries wcie then, as also the 
calculations of countries like USA wht 
were hostile then, but have now assume* 
friendly postures. It would also be goo< 
to know from the authoi what wc can lean 
for the future on the basis of our pas 
experience. 

balance in Asia 

The hook is divided into live parts 
In the first pait the author has enipha 
sised that “the liberation of Bangladesl 
has been a second liberation for India’* 
that during the quarter century of hei 
independence India was plaything o 
circumstances controlled by others, haras 
sed by smaller countries and dominated b\ 
the big” that after liberation of Bangiu 
desh India “enters the zone of maxinuin 
danger” and will face a serious challengv 
that will “call for the maximum use of hei 
highest icsources in defence, diplomacy 
and political resolution.” India’s secu- 
rity and the powfer balance in Asia wil 
depend on how she acts in these lields. 

In the second part entitled ‘The Back¬ 
ground' the author has traced the develop¬ 
ments in the subcontinent from 1947 uptc 
confrontation with Pakistan in 1970 
Nehru’s calculation that attack couk 
come only from Pakistan, the security 
lationale of his non-alignment, US al¬ 
liance with Pakistan which otherwise 
would have sought and got Russian 
assistance and backing if India were t< 
make an alliance with the USA, greatei 
threat that would have been posed tc 
India if the USSR were to back Paki 
stan. Vice Piesidcnt Nixon’s backing 
Pakistan in 1954 “as a counterforce tc 
the confirmed neutralism of Jawaharla 
Nehru’s India". Vice President Johnson’s 
statement in 1961 that “The USA should 
continue to back Pakistan”, continuance 
of this attitude even after Johnson be¬ 
came the President, equating India with 
Pakistan both by USA and USSR for 
long, anxiety shown by USA, UK and 
USSR tor their own reasons that India 
and China should not be 'riendly towards 
each other, Nehru’s belief that a strong 
China would keep away Russian threat 
to India, occasional doubts in Nehru’s 
mind about Chinese intentions, slow 
building tip of Smo-lndian war, rivalry 
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between the Chinese '* end Indian models 
if growth, preoccupation with Viet Nam 
since 1964 and shrugsing of India by USA 
nto the lap of USSR,which welcomed it 
because of emerging Stho-Soviet con- 
rontation, Soviet backing to India, the 
worsening relationship between East and 
(Vest Pakistan, the influx of vast number 
jf refugees, calculations and alternative 
;hoices before India—are all dealt with a 
left pen and extremely persuasive argu¬ 
ments. The surprising part of the whole 
Inuna was that India was hardly aware 
jf the catastrophic changes that were 
aking place in the subcontinent until 
ihe almost suddenly discovered them 
utd thence onward played all her cards 
nasterfully. 

trial and triumph 

In part HI (The Trial) and Pari IV 
'The Triumph), the author has described 
my vividly, the developments in Pakis- 
an, Pakistan army’s repression and the 
conduct of war by India. For those 
inclined that way, detailed analysis of 
/arious compaigns -by Indian officers in 
Bangladesh will give a clear idea of the 
mmense amount of military planning and 
^reparation that preceded the Indian 
nilitarv action in Bangladesh. People 
me confounded by US action in mov¬ 
ing her Seventh Fleet in the Bay of Ben¬ 
gal Pran Chopra’s surmise is that it 
was US hint to China to attack India, 
if China was harbouring any such inten¬ 
tion and was yet unsure of US position. 
Among all the explanations offered so 
Tar, this appears the most plausible. “It 
was Nixon’s judgement of India and 
China that went wrong.” 

Why did Pakistan lose the war? Of 
course there cannot be any single cause 
for such a defeat. But if one were 
asked to state only one reason, accord¬ 
ing to Pran Chopra, it was that “Pakis¬ 
tan lost in the west because of poor co¬ 
ordination between army and the air 
force and in the east because it comp¬ 
letely misunderstood Indian intentions 
and capabalities.” 

Part V of the book entitled ‘The 
Second Liberation* is possibly the most 
significant part of the book. The author 
has warned that “Events are moving so 
fast in Asia that unless India consolidates 
her gains very quickly she may discover 
that they have slipped out of her fingers.” 
Of course first among her various in¬ 
rests is her security which she will need 
to safeguard against both local and out¬ 
side forces. The author has warned that 
any serious local conflict in which India 
is or can get involved will continue to 
be the playground of big power politics. 
Author’s considered opinion is that with 


the creation of Bangladesh “India is in 
a much better position on land, in the 
air and at sea than ever before against 
a joint or separate threats by China and 
Pakistan.” 

The author has advocated that if 
need arises and if there is no alternative 
course, then India will have to develop 
on her own nuclear deterrance as she 
can to meet possible Chinese partial nu¬ 
clear threat. He feels that India, if she 
intends can do this” without breaking 
under its financial pressure.” But the 
author also feels that a nuclear attack by 
China or combined conventional attack 
by China and Pakistan would immediate¬ 
ly attract the imperatives of the big glo¬ 
bal triangle, Russia-China-USA. Pran 
Chopra has given one more warning. “Not 
only is the USA more permanent than 
Nixon; it may also conceivably be more 
permanent than the present picture of 
India’s diplomatic advantage.” And 
therefore new non-alignment requires 
as much as the old did that India should 
not slam the door in the face of America. 
Normal relations with China are not of 
less importance than normal relations 
with USA. Reading this book is like 
living through those momentus months 
•which constituie possibly the most glori¬ 
ous chapter in the Indian history since 
independence. 

But has it really been a true and final 
liberation of India? No doubt, gates 
were opened to us to assert and occupy 
in Asia and world polity the rightful 
place that belongs to us by virtue of our 
geography and history. What however 
has been the aftermath? 

fences mended 

On the international front India’s 
does not seem to have done so badly. We 
have mended our fences to some extent 
with the USA as is evident from our 
agreement with USA on PL 480 Our 
relations with China, if not better, are no 
worse either. Our relations with our 
neighbours like Burma, Sri Lankaand Nepal 
seem to have improved, slightly though. 
Only Pakistan remains as phlegmatic as 
ever and Kashmir still hangs like mill¬ 
stone round our neck. It appears that 
we may have to be ready to settle our 
score once more with Pakistan so long as 
Bhutto continues to be at the helm of 
affairs there. But then this does not ap¬ 
pear to be the most serious matter, at any 
rate for the time being. 

It is the domestic scene that has be¬ 
come a cause of great Worry. People 
have practically lost faith in economic 
planning as an instrument to solve the 
problem of mass poVtrty. The planners 


persist, with the same old sUfctegythat has 
pushed the country into the grip of run¬ 
away inflation and brought it to near¬ 
chaos for which the 'government among 
other reasons points its finger at the bur¬ 
den , that India had to bear for the sake 
of Bangladesh! Governments have be¬ 
come corrupt beyond measure and the 
entire administration seems to be drifting 
aimlessly guided neither by any ideology 
nor by sturdy pragmatism but by whims 
and caprices of a few individuals who 
still count. The country seems to be hi 
the hands of men of straw. There is cyntr 
cism in the air and people have lost ah 
hope for the future. There appears to 
be no one who can save the country from 
the moral and material morass in which 
she has got herself entangled. Possibly 
a third liberation appears necessary to 
redeem the country and put her on the 
right path of true freedom and economic 
progress. 

Humour in Economics 

Who says that economics and com¬ 
merce do not mix at all or mix well with 
humour? Those who hold this view have 
evidently not read books like Parkinson's 
Law , Mrs Parkinson's Law , Up the Orga¬ 
nization , The Craft Concept , Peter Princi¬ 
ple , The Peter Prescription , and Manage¬ 
ment and Machiavelli , When wit and 
humour were bourgeoning in other literary 
fields, it was a sad reflection on the cul¬ 
tural level of the practioners of economics 
and commerce that they put on grave 
faces and kepi themselves at the maximum 
distance from those virtues which can 
make life bearable even when surrounded 
by bitterness, frustration and cynicism as 
at present. What a great relief therefore 
it was to pick up Sharu Rangnekar’s. 
In the Wonderland of Indian Managers with 
illustrations by illustrious R.K. Laxman and 
forget, at any rate for the time being, the 
doings and undoings of our corrupt minis¬ 
ters and leaders, our adulterating mer¬ 
cantile community, our flabby plans and 
stagflation (as if inflation was not enough), 
beguiling slogans on which is fed the vast 
mass of credulous Indians and various 
old and new ills and evils that have been 
bedevilling our lives and blighting our 
hopes and making mere day-to-day sur¬ 
vival the aim and end of our life! 

This is a collection of fourteen de¬ 
lightful, entertaining and what is equally, 
important extremely instructive articles 
published by the author in various pro¬ 
minent and not-so-prominent periodicals. 
As the title of the book suggests, tike 
articles included in this book pertain to 
various aspects of Indian management. 

The first article is on ‘How to avoid 
making decisions’. Having discussed the 
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For IOB 
1971 was a 


'leap year* 


That's because IOB deposits 
during 1973 took a big leap— 
31*% up!—against 22% deposit 
growth for the entire 
banking system in India. 

And that means IOB deposits 
grew 43% higher than those of 
the banking system. 

Behind this progress is 
people $ faith. 

Faith in lOB's attractive 
savings schemes—for 
everyone who can or 
should save. 

Faith in lOB's service. 



And faith in lOB's schemes for 
financial assistance—to the needy, 
the deserving, the enterprising. 

To keep this faith growing, IOB 
has opened as many as 55 new < 
branches all over India during 1973. 


INDIAN OVERSEAS BANK 

Nearer to people; nearer to national goals. 






i IMA i J 1 


ANIL STEEL & 
INDUSTRIES LTD. 


in technical collaboration with 
Messrs HOESCH. West Germany 


sommence production 



...Of 

hardened 
and tempered 
high carbon 
and low alloy 
steel strips 
of every 
description... 

Ideal for manufacturing 
anything from wood¬ 
working saw blades and 
springs to plasterers 
and builders trowels, 
tobacco, leather and 
cloth cutting knives, 
machine knives to auto¬ 
motive parts and a host 
of other industrial items. 



iNIL STEEL * INDUSTRIES LTD. 

Regd Office 76. Industrial Area. Jhotwara Jaipur-6 
Head Office 27A, Camac Street. Calcutta-700016 
Phone 44-3375 (4 lines) Gram : HARDSTRIP 
Telex : CUTSIZE CA 3103 


Branches at : 

NEW DELHI . 909. ANSAL BHAVAN. > 

16, Kasturba Gandhi Marg. > 

BOMBAY-2 105. NEELKANTH. 98. Mannedrive. * 

AHMEDABAD-1 . N L TRUST BUILDING. 

Opp. Krishna Cinema, Relief Road 
MADRAS-34.4, Kothari Road, Nungambakam. 


with 

grace 

linoleum floorooverings are an era nnmlq 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs..,, 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish. 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering a For better living 

India Linoleums Ltd., 
P.O. BirUpur, *4 Fergana, West Bengal. 
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pros and cotis of decision avoiding versus 
decision delaying; theAulhor has analysed 
various methods of decisions delaying 
such as ‘committee method’ (—making 
committee as large as possible, making its 
meetings difficult, making its membership 
incompatible, etc.), 'suggest a survey 
method*, ‘appoint a consultant method*, 
‘more-delails-pleasc method* and so on. 
The matter before the management was as 
simple as taking a decision on erecting a 
cycle-stand for workers! 

‘jagirdari* system 

Writing about ‘the jagirdari system 
in Indian industry* the author has ex¬ 
plained how we have a unique sense of 
synthesis and how “instead of replacing 
the feudal system with industrial system, 
we have synthesised the two and created 
a jagirdari system withtn our industry.** 
When the government started industrial 
enterprises, new jagirdars from the civil 
service entered the industrial Held. With 
emoluments and perquisites guaranteed 
because of the steel-strong tenure, these 
jagirdars have almost reduced work to 
hobby. Since we live in a democratic set¬ 
up, clerical staff and labour got unionised 
and ‘jagirdari for all approach’ has now 
been adopted. “A few princes with 
their privy purses was a small luxury. 
But millions of workers, clerks, supervisors 
and managers want to have privy purses 
without adequate contribution. How 
true! 

Writing on recruitment in modern 
management, the author has written about 
the announcement, application forms, 
the interview and the final selection (on 
the basis of relationship of the candidate 


with somebody in the top management). 
Recruitment ritual is followed by train¬ 
ing ritual. The author has referred to 
the tribes of preachers in the training 
programme- the professors (-“those lean 
hungry-looking bush-shirt-clad individuals 
who can spout more jargon in an hour 
about management than a manager is 
likely to encounter in his whole natural 
life”), the executive preachers (“reading 
books which their secretaries have hasti¬ 
ly collected”), consultants and tourists 
(everybody is an expert M)0 miles from 
his home-town). 

Writing on ‘how to promote without 
promoting’, the author has written about 
‘change-in-the-labcl method*, ‘change- 
in-place method', ‘second-to-none-an- 
nounccmcnt method* and so on which 
arc all clever ways followed to dodge real 
promoting in management. What arc 
the faces (or types) of Indian managers? 
Acoording to Rangnekar the five types 
arc: the feudal vizir, the jack of all trades, 
the over-promoted head clerk, the 
cocktail manager and the babe in the 
wood! To develop scientific management 
in India, you must know not only the 
latest techniques of management but also 
the types of Indian managers just as to 
teach mathematics to Johnny you must 
know not only mathematics but Johnny! 
‘Management by crisis’ is an old and 
indigenous method practised for long in 
India. After examining different ways 
of creating crises (such as ‘we-have-our- 
rules approach*, ‘kcep-thcm-in-thcir-placc 
approach’, and ‘givc-him-cakc approach*), 
the author has analysed various ways at 
present followed by Indian managers to 
solve the crises. 

The standard methods arc: Do not 


recognise a problem unless a crisis deve¬ 
lops; if possible shift the crisis; in case of 
crises, look for a temporary solution and 
so on. The author has noted that the 
philosophy of management by crisis has 
now expanding horizons as it has been 
spreading to municipal corporations, 
hospitals, schools and colleges and pri¬ 
sons! The article on illiterate managers 
traces the origin and rise of illiterate 
managers as also their decline and fall. 
The author’s article on ‘the technique of 
defensive management’ is another remark¬ 
able piece. Some of the devices suggested 
to managers for this purpose are—stick 
close to power after identifying it, con¬ 
form, listen, drink and slay. To please 
the kingmaker, be loyal to him, agree with 
him, do what he wants, do it the way he 
wants, talk what he wants to talk about, 
find opportunities lor ‘personal service’ 
and ask his advice for it Hatters his ego! 
Managers can avoid their fall by not 
identifying themselves with any decision 
by accepting responsibility but not ac¬ 
countability, by not stretching their neck 
out and encouraging others to do so. 

defensive management 

The author promises that this defen¬ 
sive management will do wonders to 
managers by way of emoluments, per¬ 
quisites and status, though what it will 
do to the organization is a different mat¬ 
ter! This may be catastrophic to the orga¬ 
nization but ‘you might have retired long 
before that.’ ‘Managerial public spea¬ 
king’ is another masterpiece. There arc 
hints on choosing a subject, starting the 
talk (hy adopting definitive method, can¬ 
ned-humour method or autobiographical 
method), main body of the talk (speak- 
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inj? us an expert or speaking as a layman, 
following mathematical approach, beha¬ 
vioural science approacfvor spritual ap¬ 
proach) and hints on answering questions. 
There arc also hints on chairing a talk for 
non-listening chairman and the listening 
chairman who is to frustrate the main 
speaker by making his own speech and 
by misquoting the main speaker. 

Altogether it is a delightful reading 
that takes your mind off, for the time 
being at any rate, the drudgery that our 


Organiser: Siber Jubilee Souvenir 1973: 
Edited by K. R. Malkani; Bharat 
Prakashan (Delhi) 1 td., New Delhi 110055; 
Priced Rs 5; Pp-236. 

Writing on ‘-Hinduism: The Perfect 
Religion”, Prof. G. R. Malkani suggests, 
that Hinduism is a very strange kind of 
religion. Whether this is so or not, quite a 
few contributors to this issue, including 
Prof Malkani, seem to have tried their 
best to make Hinduism seem a very 
strange religion indeed. Wc need not be 
depressed, however. Hinduism after all 
has managed to survive. 

fr a preface, the author, Mr K..R, 
LAS11KN liCONOMlSl 


life has become. Also, this book tells 
more about Indian managers and the 
management world than what more than 
a dozen serious books on the subject 
can do. It takes us to the heart of the 
matter. R. K. Laxman’s cartoons not 
only embellish but add pep to Rangnckar's 
articles. What a pleasure it would be to 
read books on economics and commerce, 
if occasionally their authors adopted the 
approach and style of Sham Rangnekar? 
Hals off, sir? 


Malkani, explains that, when Organiser 
completed 25 years of its publication last 
year, it was decided to mark the occasion 
by publishing a souvenir and that it was 
also decided that the most proper form of 
such a souvenir could take was a “com¬ 
pilation of some of the choicest articles” 
published over the years. It is good to 
think that there are still amongst journa¬ 
lists who believe that what journalism said 
yesterday would stand being icpcated to¬ 
day. Faith, surely, is a great thing and 
Mr Malkani and his dedicated band at 
the Organiser or tlft Motherland are surely 
of the faithful the most faithful. 
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\Swarajya Annual Number 1974: Editor 
K. Santhanam; Published by Mr T. 
Sadasivarn; Bharatun Publications P. Lid., 
Chef put, Madras-000031; Pp 225. 

This supplement to the Swarajya issue 
dated January 26, 1974 starts with a 
brief personal view of Rajaji by Mr T. 
T. Krishnamachari. It is not at all clear 
that TTK is the best person around to 
write about Rajaji in the public prints 
since, frank and forthright though he is, 
even TTK may not feel free to discuss his 
real feelings about or thoughts of Rajaji 
as a person or politician. There is a 
pointer to this even in the careful article 
or one page which TTK has written for 
this Annual Number of Swarajya. To 
quote: “He was not a man with a vision: 
but he was a man with a purpose. And the 
strength of purpose, namely, the good of 
his people, compensated for his lack of 
vision. As he grew in age and stature, he 
became more conscious of the moral pur¬ 
pose of his existence which manifested it¬ 
self sometimes in ways inconvenient to 
others,” 

Mr Morarji Dcsai has writen on “In¬ 
gredients of Gandhian Philosophy and 
their Eternal Relevance”. As he sum¬ 


marises it, Gandhian Philosophy would 
require that: 

(i) One should not gain at the cost of 
another; 

(ii) One should not make others 
suffer for one's pleasure or gain; 
and 

(iii) One should if necessary sutler one¬ 
self if thereby others can be made 
happy. 

Mr Morarji Desai recalls that when 
Gandhiji was asked who were Gandhians, 
Gandhiji said that he was the only Gan¬ 
dhian. That grand old man never had 
any illusions. 

Swarajya's editor, Mr K. Santhanam is 
in many ways a phenomenon in public life 
of our country and the hard work and 
consuming interest which this man, in the 
seventies of an active life, is putting into 
making Swarajya a vehicle for the moral 
ideals and social philosophy of the Indian 
National Congress of the Freedom Strug¬ 
gle ought to command our respect and 
admiration. No wonder so many 
eminent men have considered it to be a 
privilege to write for this publication on 
political or economic issues of importance 
to the nation. 


Souvenir Volume 



TRADE 

WINDS 


STC Operations 

The state Trading Corpora¬ 
tion (STC) had exported during 
the current financial year by 
February 7 goods worth Rs 201 
crores, as against goods worth 
about Rs 168 crorcs during 
the whole of 1972-73 and a 
bare Rs 78 crores worth in 
1971-72 The aim is to export 
goods worth Rs 225 crores 
during the current year. This 
target is not only likely to be 
achieved but also exceeded, 
provided, of course, adequate 
shipping facilities are available. 

With STCs own exports 
exceeding the target, the ex¬ 
ports of the group as a whole 
should go up to the envisaged 
level of about Rs 290 crores. 
Due to difficulties of export¬ 
able surpluses and inadequa¬ 
cies of supplies of steel, some 
shortfalls are anticipated in 
the exports of the subsidiaries 
of STC. These shortfalls, how¬ 
ever, are not likely to be so 
large as not to be offset by 
STCs own exports. 

The imports of STC during 
the above period aggregated 
to about Rs 154 crorcs, as 
against the budgetted figure of 
Rs 194 -crores for the year. 
The availability of items in the 
world markets is acting as a 
drag on imports. 

Of the Rs 201 crores ex¬ 
ports effected by February 7, 
the rupee payment area account¬ 
ed for nearly Rs 60 crorcs. 
The balance exports were to 
the general currency areas. 

Stating the above in an 
exclusive interview with 
Eastern Economist , the chair¬ 
man of State Trading Corpo¬ 
ration, Mr Vinod Parekh, ob¬ 
served that the two most 
notable facts about STCs per¬ 
formance this year would be; 
(i) drastic reduction in inven¬ 


tories, and (ii) profit on most 
of the items of exports for the 
first time. The unit value of 
several products exported by 
STC, he revealed, had gone up 
substantially. These included 
castor oil (up by 78 per cent), 
tobacco (24 per cent), coffee 
(77 per cent), dried fish (33 per 
cent), lemograss oil (46 per 
cent), basmati rice (61 per 
cent), and semi-processed 
leather (29 per eent). Castor 
oil, rubber, basmati rice and 
tobacco were some of the items 
which moved quite fast this 
year. 

The STC exported for the 
first time this year rubber, 
sonic chemicals, a few items 
of drugs and pharmaceuticals, 
army softwear, perafin wax and 
plywood. With a view to 
fostering exports of leather and 
leather products, if has under¬ 
taken an ambitious development 
programme. Nearly 3.25 per 
cent of the proceeds frrtm these 
exports are being put in a 
leather development fund. It is 
also proposed to prepare an 
audio-visual presentation for 
the buyers of our leather and 
leather products. A similar 
presentation has already been 
got prepared on textiles and 
ready-made garments which 
will be shown in all the pros¬ 
pective export markets. 

In consultation with the 
ministry of Commerce, an 
ambitious programme is being 
drawn up for stepping up 
exports to the Gulf coun¬ 
tries. A branch office of 
STC is proposed to be opened 
shortly in Kuwait to keep a 
close contact with the importers 
in this area. 

A branch office is also pro¬ 
posed to be opened soon at 
Tokyo with a view to fostering 
exports to Japan. A depart¬ 
ment store is being establish¬ 


ed at Singapore to increase 
trade with the south-east Asian 
countries. 

Particular attention is being 
paid by STC to the stepping 
up of export of small-scale 
industrial sector. Nearly 50 
per cent of its exports at pre¬ 
sent are accounted for by this 
sector. The STC has subscrib¬ 
ed to the capital of small-scale 
industries corporation of 
Maharashtra. Andhra Pradesh, 
Gujarat and Uttar Pradesh 
have also approached STC for 
such participation in their 
small-scale industries corpora¬ 
tions. Besides participating in 
the equities of these organi¬ 
sations, STC proposes to make 
them its distributive agencies in 
the concerned states. 

Efforts are being made to 
arrange imports of scarce items 
as far as possible, even though 
global prices of several of these 
items have gone up very high. 
Some imports of chemicals 
have been arranged from the 
east European countries. 
Negotiations are being carried 
on for import of newsprint 
from Bangladesh. 

Coal Gas Plant for Cars 

The well known transport 
and industrial group of 
T.V.S Sons Private Limi¬ 
ted) in Tamil Nadu has fallen 
back on its second World War 
experience to contribute to 
the current national effort to 
meet the fuel crisis. In the ear¬ 
ly forties, the then service 
manager of TVS, Mr T.S. 
Krishna, organized the develop¬ 
ment of a charcoal gas pro¬ 
ducer plant for fuelling the 
large TVS fleet of about 150 
trucks, buses and taxis. A 
few days ago, the prototype of 
a charcoal-to-gas convrter, for 
use on automobiles, was dis¬ 
played in Madras by a TVS 
director, Mr R. Ratnam. He 
said that the prototype cost 
Rs 6000 to produce but when 
manufacture is undertaken on 
a commercial scale, the cost per 
unit could be brought down to 
Rs 4000. 

The plant, which is mounted 
on the rear of a car, was de¬ 
veloped at Madurai, and com¬ 
mercial production would also 
be at Madurai. The plant 


can be linked to a car's engine 
with a few external modifica¬ 
tions. It should bring down 
running costs to less than half, 
or even more. (For a compari¬ 
son, a Fiat car with this plant 
would give 30 miles on 14 
pounds of charcoal, costing 
about Rs 5 while the car would 
need a gallon of petrol for the 
same distance, at a cost of 
Rs 12.79). 

The converter unit consists of, 
a gas generator, a cooler and 
two filters. The charcoal, 
of uniform size of less 
than an inch and free of dirt 
and stones, is filled in a hopper 
— enough in one loading to 
last 100 miles. After the hopper 
is loaded, the blower valve is 
opened, a cap on the cooler pipe 
is removed, and a small rag 
soaked in kerosene is inserted 
and lit. A blower is operated 
for about five minutes, when 
gassification starts. The cover 
is replaced and the car is ready 
to start. The whole operation 
from loading the hopper takes 
about 20 minutes. 

IMF Credit 

This country has drawn 
SDRs equivalent to $74.4 mil¬ 
lion from the International 
Monetary Fund under its com¬ 
pensatory financing facility. 
A Finance ministry spokesman 
explained that this facility had 
been availed of to strengthen 
the primary reserves. It was 
neither an emergency drawing 
nor a bailing out operation. 
Although the foreign exchange 
reserves had declined by Rs 80 
crores between April 1973 and 
January 1974, the position was 
reasonably comfortable. But 
the country was facing many 
un:ertainties in the next year 
in the wake of the steep rise in 
oil prices. The total foreign 
exchange holding of the 
Reserve Bank of India includ¬ 
ing SDRs and gold was about 
Rs 750 crores which, he 
thought was not bad. The 
spokesman added that there 
were “so many uncertainties 
ahead and wc do not have any 
sizable buffer stock of food 
grains”. 

This country drew $90 mil¬ 
lion in 1967 under this facility 
but by March 1971 she had 
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completed all her payments to 

• the IMF and also maintained 

• a comfortable reserves position 
1 in the last three years. In ease 

the situation became aggravat¬ 
ed, the government would 
have to take decisions to main¬ 
tain the viability of balance of 
payments. The present loan 
of $62 million SDRs will have 
to be repaid within three to 
Jive years and would carry a 
nominal service charge of one- 
half per cent. 

f Oil Strikes 

i * Oil exploration in the Bom¬ 
bay High area lias yielded 
results. Oil was struck last 
week in the highest structure 
in the area in the very first 
drilling here at a depth of 
962 meters. The well, which 
was spudded in the first week 
of February, is envisaged to 
be drilled to a depth of ?,000 
meters. If the present flow 
pressure of oil, which at 500 
pounds a square inch is consi¬ 
dered good, continues for some 
time, it may not be necessary 
to drill the well upto the 
envisaged depth. The crude oil 
flowing out of the well has a 
gravity of 43.60, which implies 
that it is of a high quality. The 
sulphur content of the crude 
is said to be very low. 

The exploration is being 
carried on in the Bombay High 
area by the Oil and Natural 
Gas Commission under owner- 
assisted operations Tech¬ 
nical collaboration has been 
provided by the Offshore 
Oil Company of the United 
States — one of the leading 
explorers of oil in offshore 
areas. 

A significant fact to be 
noted about the oil lind in the 
Bombay High area is that the 
strike has been made in a 
limestone strata. Oil wells in 
such structures, as a rule, arc 
good producers. 

Though ihe strike is wel¬ 
come, it is premature to say 
anything about the extent of 
the oil leserves in the area. 
Another live or six wells will 
have to be drilled before the 
dimensions of l lie reserves can 
be established. This may take 
about a year and a hall, consi¬ 
dering the fact that explora¬ 
tion m the area cannot be 


carried on throughout the 
year due to weather conditions. 
The development of the oilfield 
for commercial exploitation 
will take another three years 
r - so. 

6il has been struck at point 
H-l-l-1 which is about 600 
meters from the proposed 
original location for the first 
well on the structure -H-l-1. 
The drilling operations had 
to be undertaken at H-l-l-I 
instead of H-l-1, because the 
floating platform - - Sagar 
Samrat -could not be jacked 
up at the latter point. Earlier 
in September last year, at¬ 
tempts at jacking up Sugar 
Samrat at the highest structure 
in the Bombay High area, in 
which both H-l-1 and H-l-l-1 
points arc located, had not 
succeeded. This had neces¬ 
sitated a change in the pro¬ 
gramme and Sagar Samrat was 
at that time jacked up in 
the Tarapore structure at point 
H-12-1. 

Drilling in the Tarapore 
structure had to be suspended 
temporarily in January after 
reaching a depth of about 
2,782 meters, owing to a num¬ 
ber of complications which 
included “tight pull” of drilling 
string to start with and there¬ 
after high underground pres¬ 
sure, caving in of rocks, heavy 
intermittent surges at the sur¬ 
face, etc. Since oil has been 
struck now in the highest 
structure of the Bombay 
High area, the ONGC is likely 
to concentrate on this struc¬ 
ture for some time before 
going back to the Tarapore 
structure or elsewhere in the 
area. 

Convention on Exports 

A two-day export conven¬ 
tion recently concluded that 
India's exports in the fifth Plan 
period can be at least 50 per 
cent more than the present 
estimates, if the reasonable 
demands of exporters are ful¬ 
filled. The conviction found 
expression in the remarks of 
the president of the Federa¬ 
tion of India Export Organisa¬ 
tion Mr Raunaq Singh, and 
Mr M.K. Mohta, MP and 
deputy chairman of the Punjab, 
Haryana, and Delhi Chamber 
of Commerce and Industry, 
at the concluding session of 


the convention which Was 
sponsored jointly by the two 
organisations. The Indpstriat 
Development minister Mr C. 
Subramaniam, and the deputy 
Commerce minister, Mr A.C. 
George, who addressed the 
convention separately, referred 
to the gravity of the crisis 
caused by the oil price hike 
and wanted every export op¬ 
portunity to be exploited. The 
convention discussed in six 
groups the commodities that 
promised better export returns. 
These groups include handi¬ 
crafts, leather and leather 
manufactures, sports goods, 
processed food and engineering 
products. The recommenda¬ 
tions of these groups will be 
presented to the government 
for consideration before the 
new import policy is announc¬ 
ed. 

Air Fares Raised 

International air fares will 
be raised seven per cent on 
April 1, by 113 airlines in 
IATA (International Air Trans¬ 
port Association). Mr Geoffrey 
Roberts, president of the orga¬ 
nisation, stated recently. The 
increase stemmed from the 
rise in fuel prices and the law 
of supply and demand would 
have to apply, he added. 

Austrian Trade Team 

An economic mission led 
by Dr P. Fitz of the ministry 
of Foreign Trade, government 
of Austria, arrived in New 
Delhi recently. During its 
week-long stay in the capital, 
the mission held discussions 
with senior officials of the 
ministries of Commerce and 
Industrial Development and 
with institutions such as State 
Trading Corporation, Project 
and Equipment Corporation, 
Trade Development Authority 
and representatives of industry 
and trade. The total volume 
of trade between India and 
Austria increased from Rs 2.96 
crores in 1970-71 to Rs 3.95 
crores in 1972-73. 

IndO'lran Cooperation 

India and Iran have reached 
a major agreement on econo¬ 
mic cooperation which includ¬ 
es additional crude supply to 
India over the next five 
years. Iran will supply one 


million tonnes of crude per 
year to India for the next five 
years mostly against the def- 
fered payment, besides ensur¬ 
ing the present supply of 2.8 
million tonnes a year for the 
Madras refinery and an addi¬ 
tional 700,000 tonnes a year 
for the refinery when its capa¬ 
city is expanded to 3.5 million 
tonnes. Under the agreement 
signed in Tehran, India will 
have to pay in cash for 
only a small portion of the 
additional crude supplies. 
There will be no repayment 
for the first five years. 
Repayment will start in the 
sixth year and will be spread 
over five years in equal annual 
instalments. The rate of inte¬ 
rest will be 2.5 per cent. Over 
the five-year period the credit 
will amount to about $400 
million. India will pay at 
$11.35 a barrel, with the usual 
escalation clause. 7'he addi¬ 
tional supplies from Iran will 
be on government-to-govern- 
ment account. The agreement 
does not apply to crude im¬ 
ports by Burmah-Shell and 
Caltex which are getting siz¬ 
able quantities for their refine¬ 
ries. 

Iran and India agreed on 
co-operation in fisheries in the 
Persian Gulf and the Indian 
Ocean, including supply of 
ships, and in marketing the 
products. India agreed to 
supply Iran 300,000 tonnes of 
cement this year and 65,000 
tonnes of steel products, 
under the new agreement. 
The two sides also agreed 
m principle to establish 
joint venture fertiliser plants 
in Iran. Another project for 
which Iran had agreed to pro¬ 
vide credit was for the produc¬ 
tion of alumina based on 
bauxite, and indicated that its 
requirement over the next 10 
to 15 years would be 100,000 
tonnes. 

Names in the News 

At the annual general meet¬ 
ing of Public Relations Society 
of India, Delhi Chapter, held 
recently the following were 
elected as office bearers for 
1974. Mr Anil Bnsu, Chairman, 
Mr S. K. Jain, Vice-Chairman, 
Mr R. P. Agarwala, Honorary 
Secretary, and Mr Rabindra 
Seth, Honorary Treasurer. 
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AFFAIRS 


Central Indie 

Following the decision taken 
by the board of directors to 
adopt the calendar year as the 
financial year, the accounting 
period of the Central India 
Spg. Wvg. & Mfg Co. Ltd 
has been extended to 18 months 
from July 1972 to December 
1973. The gross profit for the 
period of 18 months ended 
December 31, 1973, subject to 
depreciation, rose spcctaculary 
to Rs 191.92 lakhs from Rs 
47.82 lakhs for the previous 
year of 12 months ended June 
30,1972, while the turnover net 
of excise, for the period under 
review recorded an appre¬ 
ciable rise to Rs 2,289 lakhs 
from Rs 1,315 lakhs in the 
preceding year. 

Taking advantage of this 
improved working results, the 
company has been able to 
provide all the arrears of 
depreciation for past years 
amountingto Rs 109.06 lakhs, 
as well as the depreciation for 
the current period amounting 
to Rs 35.8^ lakhs. After 
transferring to development re¬ 
bate reserve' ar amount of Rs 
4.25 lakhs, the disposable profit 
for the current period amounts 
to Rs 42.76 lakhs. The board 
of directors of the company 
have recommended a dividend 
of Rs 275 per share on 10,000 
(10 per cent) cumulative pre¬ 
ference shares for the period 
of 5j years from July 1, 
1968 to December 31, 
1973* 

It will absorb Rs 27.50 
lakhs. The directorshave also 
proposed a dividend of Rs 5.00 
per share, amounting to 6.66 
per cent per annum for 18 
months, on 2,56,875 ordinary 
shares. It will claim Rs 12.84 
lakhs. The proposed prefer¬ 
ence and equity dividends aggre¬ 
gating Rs 40.34 lakhs will be 


paid out of the general re¬ 
serve. 

Union Carbide 

The board of directors of 
Union Carbide India Lid has 
decided to maintain the final 
equity dividend at 10 per cent 
making a total of 20 per cent 
for 1973, same as in the previous 
year. The board has also de¬ 
cided to issue 6,142,500 equity 
shares of Rs 10 each iully 
paid bonus shares on a onc- 
for-two basis. These bonus 
shares will rank pari passu 
with the existing shares except 
that they will not participate 
in the dividend declared for 
1973, As usual this bonus 
issue is subject to the consent 
of the Controller of Capital 
Issues. 

Automobile Products 

Automobile Products of 
India has decided to issue 
further capital of one crore of 
rupees. Out of the proposed 
new 7 shares to be issued, the 
company will offer 2,13,000 
equity shares of Rs 10 each to 
the shareholders and the ba¬ 
lance will be offered to the pub¬ 
lic by prospectus. The decisions 
of the board in regard to the 
issue of further capital will be 
subject to the approval of the 
shareholders and the sanction 
of the Controller of Capital 
Issues. 

Bombay Dyeing 

The Bombay Dyeing and 
Manufacturing Co. Ltd. has 
declared a final dividend of 
Rs 3.50 per share for 1973. 
This together with the interim 
dividend of Rs 1.50 per share 
makes a total distribution of 
Rs 5 per share as against Rs 
4 per share in 1972. 

Sudarsan Trading 

Sudarsan Trading Company, 
in the process of diversifying 


its commercial activities, has 
formed a subsidiary called ‘Su¬ 
darsan International Ltd* with 
the object of entering into 
hotel industry. Hotel Sudarsan 
International is the first of the 
series of chain-operated hotels, 
motels, restaurants and other 
resorts to be built in various 
parts of l he country and 
abroad. 

This hotel project is being 
built in two phases. The 
phase I of the project, 
now completed and ready for 
occupation was inaugurated 
recently by Mr Karunanidhi, 
the Chief Minister of Tamil 
Nadu. It has 40 rooms, a 
restaurant, a bar, a swimming 
pool, a health club, and a few 
shops. The phase 11 compris¬ 
ing another 160 rooms, its 
restaurants and other amenities 
will be completed by 1975 and 
Madras could, therefore pro¬ 
fitably be proud of a luxury 
hotel of international, standards 
by the beginning of 1976. 

The hotel has a vantage loca- 
lion on the Montieth Road, 
very near the nerve centre of the 
city but at the same lime away 
from the dust and din of the 
crowded metropolis. Situated 
in a dean and a posh resi¬ 
dential area, the hotel has an 
atmosphere one of calm, peace 
and serenity. 

Voltas 

With a view to widening its 
marketing base, Voltas Ltd is 
making continuous efforts to¬ 
wards acquisition of new pro¬ 
duct lines and entering into 
new fields of business. A 
number of proposals in respect 
of machine tools, textile machi¬ 
nery, chemicals and consumer 
products arc under the active 
consideration. Further with a 
view to improving the market¬ 
ing services, special efforts have 


been made to strengthen am 
expand the dealership network 
On the manufacturing side 
where licensed capacities hav< 
already been enhanced, ncccs 
sury extensions in the existing 
production facilities ;m 
being made. It is expected Ihu 
larger production in the cast 
of most of these products wil 
be reached during 1973-74. A 
bigger model of refrigeratoi 
and a wider range of mining 
equipment will be introducer 
in the market during 1973-74. 
Transport refrigeration and 
plate freezers for marine pro¬ 
ducts are in an advanced pro¬ 
ject stage. 

While the company is full* 
geared to produce up to 
the full licensed capacities 
in the case of most of the 
product lines, serious material 
shortages and rising prices 
which have been in evidence 
during the last few months 
and arc likely to continue, may 
came in the way of the com¬ 
pany in achieving its pro¬ 
duction' targets for 1973-74. 
These observations are con¬ 
tained in the Chairman Mr 
M.R. Bhide's annual statement 
circulated to the shareholders 
of the company. 

The company was poised 
for a faster growth in 1972-73 
but the prolonged staff agita¬ 
tion which resulted in strikes 
and suspension of operations 
at most of the company's 
establishments slowed down 
the company’s progress. Des¬ 
pite the stresses and strains 
the company obtained a higher 
level of sales— Rs 139.50 crores 
as against Rs 131.12 crorcs 
in the previous year. Profit, 
before taxes, however, declined 
from Rs 4.38 crores to Rs 3.12 
crores. The dividend of 17 per 
cent on equity shares has, neve¬ 
rtheless, been maintained. 

There was substantial loss 
in production due to staff 
agitation. As such the value 
of output at the Thana 
Works was only Rs 6.66 
crores as against Rs 11.74 
crores last year. Concentrated 
efforts towards import substi¬ 
tution led to a reduction almost 
50 per cent in import dontent, 
resulting in foreign exchange 
savings of about Rs 23 lakhs. 





[he company's manufacture 
clivities are now fully backed 
;y its own research and deve¬ 
lopment efforts. The Research 
nd Development division 
undlcd as many as 45 main 
rojects*'not only in respect 
;f new products but also for 
iiprovement of existing pro¬ 
ducts, for new technology and 
.>r material substitution. The 
iudget provision in 1973-74 
br R & D activities is Rs 
i.04 crores as against the 
dual expenditure of Rs 0.25 
irore in 1972-73. Exports for 
ne year totalled Rs 52 lakhs— 
[n increase of 20 per cent over 
|hc previous year. A special 
feature was the export of 1000 
rystal room air conditioners 
o Poland and 8000 tonnes of 
crude barites to Singapore. 
The company continues to be 
he leading exporter of dia¬ 
mond core drilling equipment 
ind central air conditioning 
slants. 

Kirloskar Oil 

Kirloskar Oil Engines, the 
largest producers of diesel oil 
engines in the country, with a 
worldwide network of distri¬ 
butors and aftcr-salc service, 
has been trying to build a 
permanent export market for 
its products in Europe. A 
team of 23 original equipment 
manufacturers from the UK 
.will be visiting this country 
,shorLly to make an on-the-spot 
study of ihe Kirloskar engines 
before it finalises its trial order 
of 1,500 engines. Kirloskars 
have already been in overseas 
markets for the past 20 yeais. 

* Europe is at present ex¬ 
periencing a shortage of small 
capacity diesel engines as it had 
concentrated on producing en¬ 
gines of bigger sizes. Indian 
capacity for small sized engines 
is large, ll is fell that, if tried 
seriously, Indian diesel engines 
of 3 to 15 h.p. can be popular 
all over Europe for various 
applications. Indian engines 
are of good quality and their 
performance is found to be 
economic and reliable. They 
compare very well with those 
of Japan, Indias' main com¬ 
petitor in the export market. 
Along with diesel engines, the 
house of Kirloskars has also 
been trying to sell to Europe 


electric motors, transformers, 
machine tools, air compressors 
and many other articles. 

Tata-Merlin 

Tata-Mcrlin and Gcrin Ltd 
has won two valuable export 
orders, despite stiff internation¬ 
al competition, for an aggre¬ 
gate value of Rs 28 lakhs for 
the supply of highly sophisti¬ 
cated switchgear equipment to 
Malaysia and South Korea. 
The order for South Korea 
will have to be completed with¬ 
in eight or nine months from 
now while that with Malaysia 
by March 1975. TMG engi¬ 
neers from Indio will supervise 
the erection, testing and -com 
missioning of equipment in 
both the countries. 

State Bank of Indore 

The Stale Bank of Indore has 
earned a handsome net profit 
of Rs 3.89 lakhs for the year 
ended December 31, 1973, as 
against Rs 3.57 lakhs in Ihe 
preceding year. Together with 
the sum of Rs 0.10 lakh carried 
forward from last year, the 
amount available lor appro¬ 
priation conics to Rs 3.99 
lakhs. Out of this, a sum of 
Rs 0.80 lakhs was tansferred 
to the reserve Tund and Rs 0.35 
lakhs to staff welfare fund as 
against Rs 0.76 lakhs and Rs 
0,10 lakh provided respectively 
in 1972. The dividend at Rs 
8 per share absorbed Rs 2.80 
lakhs, the same as in 1972. The 
balance of Rs 0.04 lakh was 
carried forward to the next 
year's accounts as against Rs 
0.10 lakh brought in. 

The bank has made satisfac¬ 
tory progress in all the major 
fields of activities. Deposits, 
advances, assistance to priority 
sectors and the weaker sectors 
in the backward regions in its 
area of operations received 
particular attention during the 
year. The average aggregate 
deposits, excluding inter-bank 
deposits and other liabilities, 
of the bank stood at Rs 52.31 
crores and were higher by Rs 
8.88 crores, registering an 
increase of 20.44 per cent. The 
advances as on December 31, 
1973 stood at Rs 35.97 crores 
as against Rs 32.23 crores at 
the end of the preceding year 


representing an increase of 
11.6 per cent over the year. 

The bank has made significant 
progress in granting loans 
under differential interest rates 
scheme to selected low income 
groups for productive purposes 
at a number of branches. The 
bank has also associated itself 
actively with the schemes 
drawn up by the government 
under the half-a-million job 
programme for the educated 
unemployed The total credit 
extended to the neglected sec¬ 
tors of the economy compris¬ 
ing retail traders, transport 
operators, professionals, etc. 
as well us the priority sectors 
viz. small-scale industries, 
agriculture and exports rose 
from Rs 8.22 crores at the 
end of 1972 to Rs 10.55 
crores at the end of 1973 x form¬ 
ing nearly 29.3 per cent of the 
bank's total advances. The 
number of branches increased 
from 121 to 127 during the 
year. 

British Leyland 

Although the present econo¬ 
mic situation in Britain was 
affecting all companies, British 
Leyland Motor Corporation 
is in us strong a position as 
any to overcome the present 
difficulties. The investment 
plan, which the Corporation 
announced last year, would 
continue, although the oil 
crisis might mean that certain 
investment projects might be 
amended and the investment, 
plan may have to be spread 
over slightly longer period 
than originally intended. This 
wus disclosed by the Chairman, 
Lord Stokes at ail informal 
press conference held in London 
recently. 

News end Notes 

(Expansion ami diversification) 

Atlas Copco India Limited, 

a major manufacturer of rock 
drills and compressors for home 
and export markets, is about to 
embark on an increased pro¬ 
duction programme. Permis¬ 
sion has been givn by the 
gfivernment for a significant 
increase in the manufacture of 
lightweight rock drills of a 
type which has been used on a 
nation-wide basis for the revi- 
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talisatipn of wat^r For 
some three yeart Atlas Copco 
also has been a supplier of 
Aqua drill rigs for the various 
irrigation and rural water 
supply schemes in the country. 
It now seems likely tbatper- 
mission will < be granted for 
the production of these ;.rjgs 
at the company's factory Ih 
Poona. The Company is also 
planning to extend its range 
of sophisticated heavy drilling 
equipment designed for metalli¬ 
ferous and coal mining ope¬ 
rations. 

New Issues 

The State Industrial and 
Investment Corporation of 
Maharashtra Ltd (SICOM) is 
issuing Rs 20 lakhs (six per 
cent) bonds 1986 (A Series) in 
denomination of Rs 1000 each 
at an issue price of Rs 997.50 
per bond, being payable in 
full on application. The subs¬ 
cription list opined on Feb¬ 
ruary 25 and is scheduled to 
close on February 27. The bsue 
is fully underwritten by the 
State Bank of India, Bank of 
Maharashtra, Canara Bank, 
Indian Bank, C entral Bank of 
India and Syndicate Bank. The 
proceeds of the issue will be 
utilised for augmenting the 
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resources of the Corporation 
and to provide finance required 
for assisting industrial enter¬ 
prises in general and in the 
developing areas in Maha* 
rashtra state in particular 

Covelong Beach Hotel (India) 
a new company promoted with 
the object of setting up a hotel 
with modern amenities at the 
Covelong beach near Madras 
will be shortly entering the 
capital market with an issue 
of Rs 9 lakhs to raise part of 
the finance required for the 
implementation of the project 
which is estimated to cost 
Rs 43 lakhs. Equity shares 
worth Rs 6 lakhs have been 
taken up by the promoters. 
The company has already ac¬ 
quired about 11 acres of land 
on the beach where a tourist 
resort, including the main 
block and cottages and other 
tourist facilities, will be set up. 
It will also conduct sight-seeing 
tours to place of tourist interest 
and establish a shopping centre. 
The promoters feel that the 
resort, the first of its kind on 
the Covelong beach, will be 
popular from the very start 
and secure a reasonable occu¬ 
pancy ratio. The manage¬ 
ment is hopeful of declaring a 
maiden equity dividend in 
1976. 

Allied Steels has been licens¬ 
ed to set up a mini steel plant 
with an annual capacity of 
50,000 tonnes of mild steel, 
carbon steel and spring steel 
billets. It is setting up the 
plant in Madhya Pradesh. The 
company's project, which will 
be implemented in two stages, 
is estimated to cost Rs 134 
lakhs. To meet a part of the 
finance for the project, the 
company proposes to enter the 
capital market shortly with 
a public issue of 2.7 lakh 
equity shares of Rs 10 each 
and 9,000 preference shares of 
Rs. 100 each at par. The com¬ 
pany's promoters will subscribe 
for equity capital worth Rs 18 
lakhs and preference capital 
worth Rs one lakh. 

The project will be financed 
by the capital issue of 
Rs 55 lakhs, a loan of 
Rs 35 lakhs from the 
Madhya Pradesh Audyogik 
Vikas Nigam, a loan of Rs 30 


lakhs from the Madhya Pra¬ 
desh State Financial Corpo¬ 
ration and Rs 14 lakhs from 
the State Bank of India. In 
the first phase of the project, 
the company proposes to set 
up a 10/12 tonne furnace which 
will produce about 12,500 ton¬ 
nes of carbon steel, 3,000 
tonnes of high tcnsiblc steel 
and 3,000 tonnes of spring 
steel ingots a year. In the se¬ 
cond phase, the company will 
instal another 15/17 tonne fur¬ 
nace and a continuous ousting 
machine. The company's first 
furnace is expected to com¬ 
mence production by April 
1974. The company hop^s to 
achieve a turnover of about 
Rs 1.63 crores and a gross 
profit of Rs 22 lakhs for 1974. 
Its sales are expected to rise to 
Rs 2.25 crores and gross profit 
to about Rs 36 lakhs for the 
third year of production. 

New Registrations 

During the quarter ended 
December 31, 1973 company 
formations showed a downward 
trend as 173 companies were 
registered in eastern region 
against 212 companies during 
the previous quarter. The total 
authorised capital of these new 
companies amounts to Rs 
2,977.70 lakhs against Rs 
4,896.95 lakhs during the pre¬ 
vious quarter. Two Comapa- 
nies, one from Delhi and the 
other from Maharashtra, trans¬ 
ferred their registered offices to 
West Bengal and one Company 
transferred its registered office 
from Rajasthan to Assam. Fif¬ 
teen Companies with an aggre¬ 
gate paid up capital of Rs 
150.12 lakhs went into liqui¬ 
dation. 

In West Bengal, 15 Compa¬ 
nies issued prospectus offering 
shares to the public to the 
extent of Rs 6,10,29,247 and 
one company offered bonds 
amounting to Rs 2 crores 
during the quarter. 

During the quarter 116 public 
limited, 19 private limited and 
one Guarantee company with 
authorised capital of Rs 687.45 
lakhs and 2092 lakhs respec¬ 
tively were registered in West 
Bengal. Six Companies with 
a total paid up capital of 


Rs 137.95 lakhs went into liqui¬ 
dation. 

Twenty-five private Limited 
companies with an aggre¬ 
gate capital of Rs 68.25 
lakhs were registered during 
the quarter in Bihar. Two 
companies with a total paid 
up capital of Rs 0.60 lakhs 
have gone into liquidation. 
Five private limited and one 
public limited companies with 
authorised capital of Rs 12.50 
lakhs and Rs 100.00 lakhs 
respectively were registered 
during the quarter. Seven 
companies with a total paid 
up capital of Rs 11.57 lakhs 
have gone into liquidation. 
Six private limited companies 
with an aggregate authorised 
capital of Rs 17.50 lakhs were 
registered in Assam. No com¬ 


pany has gone inlo liquidation 
during this quarter. 

Capital and Bonus Issues 

Consent has been accorded 
to two companies to raisi 
capital amounting to over R.* 
1.07 crores. The following 
arc the details : 

Dental Products of India. 

Bombay, has been given con¬ 
sent, valid for three monls. 
for issue of bonus shares worth 
Rs 1.60 lakhs. 

Swadeshi Polytcx, Ghazia- 
bad, has been grunted an 
acknowledgement of its state¬ 
ment of proposals for issue of 
share capital of Rs 105.60 
lakhs m equity shares ot 
Rs 10 each. 


Dividends 

(per cent) 


Year Equity dividend 

Name of the company ended declared 

Current Previous 
year year 


Higher Dividend 


Electro Steel Castings 

Sepl. 30.1973 

15.0 

12,S 

Western India Plywoods 

March 31. 1973 

17.0 

16.0 

Same Dividend 

Madura Mills 

Dec. 31, 1973 

9.0 

9.0 

T. Maneklal Mfg. 

May 31, 1973 

20.0 

20.0 

Usha Spg. and Wvg. Mills 

June 30, 1973 

Nil 

Nil 

Wellman Incandescent 

March 31, 1973 

10.0 

10.0 

Indian l ube Co. 

March 31, 1973 

16.0 

16,0 

Madan Industries 

June 30, 1973 

Nil 

Nil 

Model Mills 

June 30, 1973 

Nil 

Nil 

Thirumbadi Rubber Co 

Sept. 30, 1973 

10.0 

10.0 

Reduced Dividend 

Mysore Sugar 

June 30, 1973 

14.0* 

20.0 


*On enlarged capital. 
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CHAIRMAN'S STATEMlNf 

VOLTAS LIMITED 

A satisfactory year despite the setbacks 

The following is the Statement of Mr. M. R. Bhide, Executive 
Chairman, Voltes Limited, circuieted to the members of the Company 


with the Annual Report 



lr. M.P. Bhide 


To lhe Members, 

Looking at the economic 
scene today, a dispassionate 
observer cannot but conclude 
that the Indian economy is 
operating at a very low level. 
The country has experienced 
very severe stresses and strains 
during 1972-73. The gross na¬ 
tional income has been al¬ 
most stagnant lor two years 
and the real per capita income 
has gone down. According to 
official figures, foodgrains 
production, which reached a 
peak level of 108 million ton¬ 
nes in 1970-71, went down in 
1972-73 to onl> 95 million ton¬ 
nes. In spite of all the de¬ 
velopmental efforts made over 
i he last two decades and the 
green revolution (mainly in 
wheat), Indian agriculture is 
still at the mercy of nature. 
What is needed is vertical 
growth; there is hardly any 
scope for horizontal growth. 

According to ofPciul figures, 
industrial pioduclion registered 
an increase of over 1 % in 197 1 - 
72. The rate of increase was 
less than 2° 0 in 1972-73 and 
in the last six months there has 
been iurthcr deterioration. 
The Mam reasons for this are 


for the year 1972-73: 

low productivity, acute shor¬ 
tage of strategic raw materials, 
serious transport bottlenecks, 
shortage of power, high prices 
and widespread industrial un¬ 
rest, resulting in prolonged 
strikes and lockouts. Some po¬ 
licies of Government have 
also contributed lo this situa¬ 
tion. 

2. The most disturbing fea¬ 
ture in recent times is spiralling 
prices. In one year, the whole¬ 
sale price index for all commo¬ 
dities registered an unprece¬ 
dented increase of over 22%. 
Very low level of production, 
heavy deficit financing by 
Government, operations of a 
parallel-black market-economy 
arc the main causes for this. 
India, in the absence of built- 
in cushions, can ill afford fea¬ 
tures of this nature, 

3. Perhaps the only silver 
lining on the horizon is the 
buoyancy in exports which re¬ 
sulted in a trade surplus for the 
first time this year. The in¬ 
crease in exports was not only 
in traditional items such as 
cotton textiles, jute, tobacco, 
hides and skins elc., but also 
in engineering goods and ma¬ 
rine products. Higher prices 
in many countries have helped 
in this. 

4. This slow rate of economic 
growth is a matter of grave 
concern to everyone in India. 
With a view to arresting the ad¬ 
verse trend. Government has 
recently taken several measures 
to encourage investment and 
achieve economic growth at an 
accelerated rate. These in¬ 
clude liberalisation of the in¬ 
dustrial licensing policy, ex¬ 
pansion of the list of ‘core’ 
sector industries, formulation 
of a clear policy as regards -1 
foreign participation in in¬ 
dustry, exemption from licens¬ 
ing of substantial expansion 


and new undertakings upto Rs. 

1 crore, subject to certain rest¬ 
rictions, offering various in¬ 
centives to encourage the de¬ 
velopment of backward areas, 
encouraging the small scale 
and co-operative sectors, re¬ 
ducing delays in processing in¬ 
vestment proposals, formation 
of a Secretariat for Industrial 
Approvals etc. While these 
arc steps in the right direction, 

I am afraid they do not, in 
actual practice, go far enough. 

5. The basic objectives of 
Government, viz. growth, social 
justice, self-reliance, removal 
of poverty and elimination of 
concentration of economic po¬ 
wer flow from the Directive 
Principles of State Policy con¬ 
tained in the Constitution, For 
a country wedded to social¬ 
ism, these objectives are fun¬ 
damental to the formulation of 
its social and economic poli¬ 
cies. In actual practice, how¬ 
ever, agencies of Government 
often adopt a rather rigid, 
unrealistic and doctrinaire ap¬ 
proach and this comes in the 
way of achieving faster indus¬ 
trial development. 

6. An important aspect of the 
industrial policy changes an¬ 
nounced in February last is 
concerned with ‘core’ sector 
industries. The list of ‘core 1 
sector has been expanded to 
cover many new items. This 
will certainly provide to larger 
houses greater scope to partici¬ 
pate in and contribute to the 
establishment of new industries. 
While this is certainly a wel¬ 
come step, it may in practice 
not help very much. With 
their resources, entrepreneurial 
skills and management exper¬ 
tise, larger houses can play 
a much greater role in pro¬ 
moting industrial develop¬ 
ment in the country. Unfortu¬ 
nately, owing to ideological 


considerations, they are not al¬ 
lowed to extend beyond a very 
restricted sphere and are sub¬ 
ject to various restraints. For 
example, the exemption limit 
from licensing provisions, which 
now applies to substantial 
expansions and new under¬ 
takings upto Rs. 1 crore by way 
of fixed assets, is not available 
to larger industrial houses, 
dominant undertakings, and to 
undertakings with fixed assets 
exceeding Rs. 5 crores. At a 
time when the prime need is to 
achieve faster industrial de¬ 
velopment, these restrictions 
seem to be unwarranted. 

7. As u rule, basic industries 
are reserved for the public sec¬ 
tor, but a few exceptions have 
been made in the last three 
years. The slow growth in the 
economy is mainly due to the 
slow rale of growth of our ba¬ 
sic industries such as steel, 
heavy machinery, power, ferti¬ 
lisers, heavy chemicals and oil 
and the inadequate growth of 
the infrastructure. While the 
public sector has obviously 
failed to keep pace with the 
country’s requirement in the 
matter of basic industries, the 
private sector is virtually de¬ 
nied entry inio this field. Un¬ 
less Government adopts a more 
pragmatic approach and allows 
the private sector to play a 
useful role, shortages of strate¬ 
gic materials will continue for 
quite a long time and this, in 
turn, will have an adverse im¬ 
pact on the overall industrial 
development of the country. 

8. Government’s policy re¬ 
garding the joint sector, it is 
stated, is derived from the In¬ 
dustrial Policy Resolution of 
1956 and is motivated by its de¬ 
sire to reduce the concentration 
of economic power. There arc, 
however, no clear guidelines 
as regards the establishment of 
industries in the joint sector. 
According to Government, 
each proposal will be judged 
and decided on merits in the 
light of Government’s social 
and economic objectives. If 
really good results are to be 
achieved, the private sector 
partner should have conside¬ 
rable freedom so far as manage¬ 
ment is concerned, subject to 
the broad framework of Go¬ 
vernment policies/ 

9. According to the MRTP 
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Act, the criterion for deter¬ 
mining the existence of con¬ 
centration of economic power 
is the “value of assets as shown 
in the undertaking's books of 
account”. The present limit 
in terms of assets is fixed at 
Rs. 20 crores—-rather an ar¬ 
bitrary figure. Additionally, 
the manner in which this crite¬ 
rion is interpreted by the autho¬ 
rities creates anomalous situa¬ 
tions. In my opinion, the value 
of assets is not a really satis¬ 
factory criterion for the pur¬ 
pose. If one goes merely by 
the value of assets and ignores 
other important aspects such as 
the past record of the under¬ 
taking, its contribution to the 
industrial development of the 
country, its record of honesty 
and integrity, the employment 
it has generated, its contribu¬ 
tion to the public exchequer 
etc,, the picture would be high¬ 
ly distorted. In any case, the 
present limit of Rs. 20 crorcs 
is not at all realistic, keeping in 
view the erosion in the value 
of the rupee. By international 
standards, companies with Rs. 
20 crorcs assets are regarded 
as mere pygmies. In taking cur¬ 
rent assets, no provision for 
any deductions is made. The 
liabilities are completely ig¬ 
nored, This results in anoma¬ 
lous situations. This needs to 
be looked into urgently by 
Government. 

10, In my statement last year, 
I dealt with the proposed amend¬ 
ments to the Company's Act. 
Since then, the Select Commi¬ 
ttee of Parliament has gone into 
the question at considerable 
length and has submitted its 
report and a revised draft bill 
to Parliament, i wish to make 
it clear that the views I ex¬ 
press are my own and my col¬ 
leagues on the Board are not 
in any way to be taken to agree 
with them. There are certain 
improvements over the earlier 
proposals, but others have been 
left unaltered. I briefly men¬ 
tion these: 

(i) The definition of ‘group’ 
has been made more compre¬ 
hensive and includes cases 
where two or more individuals 
or associations etc,, “are in a 
position to exercise control”. 
If any question arises as to 
whether such a group is 
constituted, the final decision 
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is left to the Company Law 
Board. This is a welcome pro¬ 
vision as it would bring to 
light cases which are not very 
obvious, but in fact are cases 
of effective controt in practice. 

(ii) The original proposals for 
the Central Government to 
take over certain powers and 
functions of Civil Courts have 
now been given up and these 
will be conferred on the Com¬ 
pany Law Board, whose mem¬ 
bership will be increased to 9. 
This is an improvement over 
the original proposal but does 
not restore full powers to the 
Civil Courts. 

viii) The original proposal 
was that a private company 
holding 10% or more of the 
share capital of a public com¬ 
pany will be deemed to be a 
public company. This has 
been changed to 25% as in 
the present Act. 

(iv) The original proposal 
regarding unclaimed dividend 
which was very rigorous has 
been considerably modified. 

(v) The original proposal 
that an auditor, who has been 
an auditor for three consecu¬ 
tive years shall not be reap¬ 
pointed without the Central 
Government’s approval has 
been deleted. A ceilibg of 20 
companies of which not more 
than 10 can be companies 
with share capital of Rs. 
25 lakhs and above has been 
proposed. The appointment 
of auditors will also have to 
be by a special resolution of 
the shareholders, if public 
financial institutions or 
nationalised banks or insu¬ 
rance companies etc., together 
hold 25% or more of the 
equity capital. This is better 
than the earlier provision, 
though it docs not fully 
restore the rights of share¬ 
holders 

(vi) The original proposal 
regarding sole selling agen¬ 
cies stands, except that there 
is no all time ban. The ban 
will now be for a specified 
period, at the end of which 
Government can review the 
position. Last year, I dealt 
with this at great length 
and again I repeat that 
without sole selling agen¬ 
cies, marketing and distribu¬ 
tion will suffer considerably. 


There is great need for 
utilising reliable and efficient 
marketing agencies in order 
to ensure the supply of 
quality goods at reasonable 
prices. Even at this stage, 

I suggest that Government 
re-examines the question 
and amends some of the 
provisions which arc still 
very unsatisfactory, 
fvii) Under the Company 
Law, a person can be a direc¬ 
tor of not more than 20 
companies. Is this number 
under normal conditions, 
not too large? Can a person 
pay adequate attention to 
the. work of so many com¬ 
panies? This will be parti¬ 
cularly difficult if the person 
is also a full-time paid direc¬ 
tor of one of the companies. 

I feel that this requires fresh 
examination by Government. 

11. Coming to the working 
of the Company for the year 
under report, the total sales 
at Rs. 139.50 crores registered 
a marginal increase over the 
previous year's figure. This 
year, credit has been taken for 
Rs. 58 lakhs, being the pro¬ 
vision made in earlier years 
towards excise duty which is no 
longer required, while the pro¬ 
vision for Retiring Gratuity this 
year is substantially higher at 
Rs. 62.38 lakhs as against Rs. 
17.59 lakhs last year. The net 
profit at Rs. 3.12 crores was 
substantially lower than the 
corresponding figure for the 
previous year. As mentioned 
in the Directors’ Report, this 
was primarily due to the pro¬ 
longed staff agitation which re¬ 
sulted in suspension of opera¬ 
tions and strikes at most of the 
Company’s establishments all 
over India. In these circums¬ 
tances, your Company’s per¬ 
formance for the year can be 
considered satisfactory and is 
evidence of the fact that there 
is in-built resilience in the 
Company to meet these adver¬ 
se factors. 

12. The establishment worst 
hit by the slatf agitation was 
Thana Works. As a result of 
the suspension of operations 
for over three months, there 
was a substantial loss of pro¬ 
duction. The value of output 
at Works transfer prices for 
the year under report was only 
Rs. 6.66 crores, as against the 


budget of Rs. 13.95 crores and 
the previous year’s figure of 
Rs. 11.74 crores. In view of the 
steep fall in production, a size¬ 
able part of Thana Works over¬ 
heads remained unabsorbed. 
The net loss suffered by Thana 
Works is estimated at over 
Rs. I crore The actual loss suf¬ 
fered by the Company is much 
greater if wc take into account 
our normal trading margins on 
sales lost as a result of the 
loss of production. 

13. Apart from the adverse 
impact on the current working 
of the Company, the prolong¬ 
ed staff agitation caused a se¬ 
rious setback in processing new 
project s/product lines. Most 
of the major items of capital 
expenditure had to be defer¬ 
red to next year. Although a 
settlement was reached towards 
the end of June, full normalcy* 
was not restored at Thana 
Works and certain other estab¬ 
lishments till the end of No¬ 
vember, 1973. Consequently, 
the Company's working during 
the first three months of 1973- 
74 has also been adversely 
affected to some extent. 

14. The main issues under 
dispute were computerization 
and increase in the ceiling 
on dearness allowance. Your 
Company, as you arc aware, is 
a loading market ing-cum-ma- 
nufacturing organisation with a 
net-work of branches and area 
offices throughout the country. 
It has, of necessity, to operate 
under severe competition and 
at very small margins. The net 
profit before tax for the year 
under report works out to only 
2.2°/, of the total sales. You 
will thus appreciate how im¬ 
portant it is for your Company 
to make extensive use of the 
latest management tools and 
techniques so as to ensure most 
effective utilisation of scarce 
capital and achieve better ope¬ 
rational control. Despite alt 
assurances given to fully pro¬ 
tect the interests of the em¬ 
ployees, the Voltas & Volkart 
Employees' Federation objec¬ 
ted to computerization ex¬ 
cept in very limited areas and 
insisted on having their say 
each time a new application 
was to be introduced. As this 
issue involved a matter of prin¬ 
ciple, the Management had, of 
necessity, to take a firm stand 



till the matter was satisfactori¬ 
ly resolved. 

15 On the question of dear¬ 
ness allowance, the Manage¬ 
ment went to the farthest possi¬ 
ble limit in meeting the dem¬ 
ands of the employees. The 
annual cost on account of this 
will be substantial. The terms 
and conditions of employ¬ 
ment of the Managerial Staff 
werealso revised with retros 
pcctive effect from 1 -6-1973. 

16 Despite the continuous 
dialogue maintained with the 
Federation and the valuable 
assistance given by the Govern¬ 
ment of Maharashtra from time 
to time, these issues took an 
inordinately long time before 
a final settlement could be 
arrived at. 

17. This is the second time 
in the course of the last lour 
years that your Company 
suffered very heavy losses as a 
direct consequence of staff 
agitation. Ours was not a soli¬ 
tary case, but looks like a part 
of the pattern which is in evi¬ 
dence particularly in Bombay 
and Poona regions. In this 
context, it would be pertinent 
to ask whether a poor country 
like ours can afford such heavy 
losses, particularly at a time 
when the economic situation is 
not at all satisfactory. While 
in such disputes, all sections of 
the community, i.c. Company, 
shareholders. Government and 
consumers suffer, the worst 
sufferers arc the workers. It 
is my firm belief that resorting 
to measures like go-slow, work- 
to-rule, strikes etc., does not 
solve problems on a perma¬ 
nent basis. What is required 
is understanding and goodwill 
on both sides. If both sides 
try to understand each other's 
points of view and adopt a 
reasonable attitude, there is no 
reason why industrial disputes 
cannot be settled quickly and 
amicably by discussions across 
the tabic. The Management, 
on its part, is very keen on 
impi oving industrial relations 
with in the organisation and 
with this aim in view, 
has taken several concrete 
steps in the last few months. 
The Federation has also ex¬ 
pressed in recent months a 
keen desire to bring about a 
significant improvement in 
employer-employee relations. 


I sincerely hope that the 
nieasures-being taken on both 
sides wjll serve to usher in a 
new era of industrial peace in 
the Company. 

18. I would now like to give 
you a broad idea of our plans 
for the future. With a view to 
widening our marketing base, 
the Management is making 
continuous efforts towards ac¬ 
quisition of new product lines 
and entering into new fields of 
business. A number of pro¬ 
posals in respect of machine 
tools, textile machinery, che¬ 
micals and consumer products 
are under active consideration 
and when implemented they 
should add substantially to the 
Company’s turnover. Further, 
with a view to improving the 
marketing services, special 
efforts have been made to 
strengthen and expand the 
dealership network. 

19. On the manufacturing 
side, where licensed capacities 
have already been enhanced, 
necessary extensions in the 
existing production facilities 
are being made. It is expected 
that larger production in the 
case of most of these products 
will be reached during 1973- 
74. A bigger model of refrige¬ 
rator and a wider range of min¬ 
ing equipment will be intro¬ 
duced into the market during 
1973-74. Transport refrige¬ 
ration and plate freezers for 
marine products are in an ad¬ 
vanced project stage. While 
we are fully geared to produce 
upto the full licensed capacities 
in the case of most of the pro¬ 
duct lines, serious material 
shortages and rising prices 
which have been in evidence 
during the last few months and 
arc likely to continue, may 
come in the way of our achiev¬ 
ing our production targets for 
1973-74. 

20. Our manufacturing ac¬ 
tivities are now fully backed 
by our own research and de¬ 
velopment efforts. As already 
mentioned in the Directors’ 
Report, a number of develop¬ 
ment projects were handled by 
the Research and Development 
Division during the year urfder 
report. The construction of the 
proposed building for Research 
and Development Division was 
delayed for obvious reasons, 
but is now in progress and is 


expected to be completed by the 
end of this year. The budget 
provision in 1973-74 for re¬ 
search and development activi¬ 
ties is Rs. 104 lakhs as against 
the actual expenditure for the 
year under report of Rs. 25 
lakhs. 

21. Our exports at Rs. 52 
lakhs were higher by 20% as 
compared with the position last 
year. The total value of ex¬ 
ports this year would have 
been much higher had it not 
been for the prolonged labour 
unrest. In the totality of the 
Company’s activities, exports 
still form a very small part. 
This is partly because of the 
fact that we have no export 
franchise in the case of most of 
our local representations, and 
for exports made by our princi¬ 
pals cither through our efforts 
or with our assistance, the rele¬ 
vant figures arc reflected in the 
books of the principals con¬ 
cerned. The total value of such 
exports this year was approxi¬ 
mately Rs. 26 lakhs. The total 
value of export orders pending 
with our principals at the end 
of the year was approximately 
Rs. 5.2 crores, a major part of 
which will be converted into 
billings in the next two and a 
half years. The Management 
is continuing its efforts to¬ 
wards expanding exports in the 
existing markets and exploring 
new markets. 

22. Total sales for the first 
4 months ended 31st Decem¬ 
ber, 1973 were higher by 6% 
as compared with the corres¬ 
ponding period of the pre¬ 
vious year. The order 
book position is also satisfac¬ 
tory. It is hoped that the pre¬ 
sent trend of sales will continue 
and the Company will end up 
its financial year 1973-74 with 
a reasonable growth in sales 
and profits. 

23. On the other hand, there 
are various factors which may 
seriously affect the Company’s 
working. Shortages of raw 
materials and rising prices are 
likely to continue. Supply of 
power may also be restricted 
particularly because of the oil 
crisis. The credit squeeze, 
unilaterally and without warn¬ 
ing imposed by the Banks, will 
adversely affect production and 
marketing. Our proposals for 
substantial capital expenditure 


may also have to be deferred if 
the credit squeeze continues for 
any length of time. We will 
have to make very serious 
efforts to recover the outstand¬ 
ings due to u$, particularly 
from Governments and statu¬ 
tory corporations. We shall 
progressively have to insist on 
cash payments and deny long¬ 
term credit. 

24. Among the companies in 
which Voltas have investments, 
there are two of special inte¬ 
rest to us. Scottish Indian 
Machine Tools Limited has 
lurned the corner and is ex¬ 
pected to end its financial year 
1973-74 with a small profit. 
Two small projects which the 
Company has undertaken are 
expected to be implemented in 
the next few months and should 
help to improve its profitability. 
The National Electrical In¬ 
dustries Limited, despite higher 
sales, ended its financial year 
1972-73 with a smaller net 
profit than the previous year. 
The Company has gone into 
the manufacture of 132 kV 
transformers and this should 
help in improving its profitabi¬ 
lity to some extent. However, 
rising prices of raw materials, 
burden of increased overheads, 
keen competition and power 
cuts may seriously affect its 
profitability during 1973-74, 

25. Before concluding, 1 
would like to thank my col¬ 
leagues on the Board of Di¬ 
rectors for the valuable advice 
and assistance given by them. 

I wish to express on your be¬ 
half our thanks to Mr. P.A. 
Narielwala for the valuable 
services rendered by him over 
ten years. He retires at this 
Meeting and docs not seek re- 
election. I would also like on 
behalf of the Board to thank 
you for the confidence you 
have placed in us. I also wish 
to place on record my appreci¬ 
ation of the excellent work done 
by the members of the mana¬ 
gerial staff, particularly during 
the difficult time through which 
we passed. I take this oppor¬ 
tunity to convey my best wishes 
to all members of the staff- 
managerial as well as general. 

The above Statement is not 
a report of the proceedings of 
the Annual General Meeting 
which was held on 25th 
February* 1974. 
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Ladies & Gentlemen, 

1 have pleasure in welcoming 
you all to this 85th Annual 
General Meeting of your Com¬ 
pany. It is a matter of great 
regret that for the first lime in 
the history of our Company, 
wc had to postpone the Annual 
General Meeting on account 
of some labour problems. It 
is not unusual to have labour 
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disputes in an industrial so¬ 
ciety. However, our relations 
with labour all these long years 
have been extremely cordial. 
It is in this context that 1 feel 
personally very unhappy over 
the fact of hating to postpone 
the meeting. 

Your Directors' RcporL as 
well as the audited statement 
of Accounts are already in 
your hands. The profits of the 
Company as a whole arc some¬ 
what lower than that of last 
year. This is explained mostly 
by the trouble wc had in our 
textile operations due to severe 
power crisis in the States of 
U,P, and Haryana and also 
disturbed labour conditions 
particularly in the Textile 
Units. The working in other 
units has been satisfactory, as 


you will observe from the 
Directors' report. 

I would now like to share 
with you my thoughts on some 
general issues of national con¬ 
cern which naturally have effect 
on your Company's operations 
also. 

In my address to you on the 
2nd November, 1972, 1 had 
outlined the problems and 
opportunities facing the nation. 
A large and developing nation 
like India will always have quite 
a few problems la be resolved 
on the economic front. These 
problems may be of two kinds: 
They may arise out of external 
and internal factors which can 
not always be foreseen and 
provided for. They can also 
arise because wc have been un¬ 
willing to anticipate events and 
live up to decisions. The pre¬ 
sent position which is unusually 
difficult is a result of both 
kinds of reasons which I have 
just mentioned. 

There is an unprecedented 
rise in prices: shortages arc 
prominently manifest in both 
agricultural and industrial 
sectors; once again, we arc 
compelled to import food- 
grains; paucity of power con¬ 
tinues to keep industrial expan¬ 
sion tardy. Wc have run into a 
crisis of resources, even of indi¬ 
genous resources. There is 
shortage of steel, coal, wagons 
and a host of other critical 
items. The sharp and unpre¬ 
cedented increase in the price 
of oil may have a crippling 
effect on our economic activity 
in industrial and agricultural 
sectors alike. An objective 
assessment, I submit, must 
compel every one to come to the 
conclusion that the basic cause 
of ‘stagflation’ (co-existence of 
stagnation and inflation) is not 
entirely due to drought con¬ 
ditions that we have had or 
inadequate power., Neither is 
the piesent situation mainly 


on account of the lagged 
effect on deficit financing that 
was continuously indulged in 
over the years. There is more 
to it than these causes. 

To my way of thinking, the 
critical and central factor of 
the economic situation is the ris¬ 
ing prices. Ail other problems 
emerge from and surround this 
issue. For two years now, the 
price rise has been phenomenal, 
the increas being at a 20% rale 
or so. No doubt, inflation has 
assumed a global dimension, 
though the reasons may be 
different and even contrary. 
The consequences are however 
much the same. Apart from 
the injustices such a sharp spurt 
in prices entails, the possibility 
of finding a solution becomes 
more difficult when there is 
a continuing rapid inflation. 
Nevertheless, there are sonic 
relatively simple steps which, 
if taken and pursued vigorous¬ 
ly, can contain inflation. First 
of all, in the conditions of olii 
country, it must be firmly ac¬ 
cepted by all that the back of 
inflation can be broken only 
if the production of foodgrains 
and other essential items of 
consumption is increased. Wc 
have not only to ward off 
periodic deficiencies in food 
production, but also to secure 
sustained increases, for the 
simple reason that our popu¬ 
lation which is over 570 
million today will reach to 
nearly 900 million by the 
end of the century assum¬ 
ing that we are fairly success¬ 
ful in our family planning 
programmes. If these pro¬ 
grammes falter, by the end 
of the century our popula¬ 
tion would have doubled and 
increased to more than one 
billion. 

Confronted as wc are with 
the massive problems of po¬ 
verty and unemployment* it J$ 
only appropriate that we should 
plan boldly and set our sights 


high, it is likely that there 
can be genuine differences of 
opinion whether the accep¬ 
tance of higher growth by it¬ 
self is a guarantee of fulfil¬ 
ment. There will always he 
people who sound a note of 
caution. The right course will 
be not to ignore the cautionary 
voice but to think of ways 
and means of overcoming Inc 
difficulties and handicaps. 
After all, the very premise 
of planning is to achieve some¬ 
thing mote than what would 
otherwise have been obtained. 

I am, therefore, one with the 
recent decision taken by the 
National Development Coun¬ 
cil to endorse the recom¬ 
mendation of the Planning 
Commission that wc should 
aim at the overall growth 
rate of 5.5 per cent during 
the fifth Plan period. Indeed, 
in my view, this growth rate, 
if anything, is on the lower side 
not merely in terms of our 
needs, but also in relation to 
our capabilities. No doubt* 
we are currently passing 
through several bottlenecks, 
such as non-availability df 
coal, wagon shortage, power 
cuts etc., and with production 
from even existing facilities 
not being uplo normal produo* 
lion potential. Looked at in 
another way, even if we utilise 
unused potential, the results 
will be cxtra-ordinarily heal¬ 
thy. If we can still improve 
upon the performance, there 
will be a real break-through. Of 
course, the necessary support¬ 
ing measures must be taken of 
which an important constitu¬ 
ent is a will on the part of eco¬ 
nomic groups, not to speak of 
Government, to go ahead with 
their tasks with speed and ex¬ 
pedition. 

Before 1 dilate upon this 
point, T would like to mention 
that the bigger the plan and the 
higher the target, any failure 
to fulfil them will produce 
greater hardships and more 
pronounced disappointments 
than in lhe case of failure to 
achieve a small plan. It is all 
the more reason therefore to 
ensure that our Fifth Plan does 
not flounder. In my view, it is 
important first of all to create 
an environment of expansion, 
and simultaneously an environ¬ 
ment of discipline among the 
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classes and masses alike. Only 
then will we be abW to bring 
t about both growth and social 
I justice. The goals and objec* 
lives must now be more clearly 
defined. Concepts of general 
T welfare, economic progress 
I etc., are widely used as ob¬ 
jectives of management of an 
a economy, but these, to my 

* mind, are concepts too com- 
y prehensive for any definition. 

* There is also a good deal of 

* controversy in respect of their 
' meanings. The aim should be 
1 to put in concrete terms and, 

as far as possible, should be 

* measurable so that a proper 
assessment can be made of the 

: actual working of our economy; 
otherwise neither achieve¬ 
ments, nor failures can be 
correctly assessed. What is 
worse, responsibility cannot 
be fixed and rewards and 
penalties so necessary as in¬ 
ducement and deterrent will not 
find a place. 

Over the years, I am afraid, 
we have allowed considerable 
wastage of our scarce resources 
and everyone is a culprit, 
Government, business and even 
the common man. Apart from 
spending more money — both 
rupee finance and foreign ex¬ 
change — to achieve the physi¬ 
cal targets, we did not get over 
the traditional sense of tims- 
lessness. As prime Minister, 
Mrs. Indira Gandhi, has been 
repeating so often — and right¬ 
ly — “we do not have all the 
time in the world”. A demo¬ 
cratic society like ours must 
make a special effort to race 
aginst time so that develop¬ 
ment can be compressed with¬ 
in a short span than was the 
case when the present advanced 
industrial countries started to 
tread the path of economic de¬ 
velopment a century or more 
ago. 

Unless we open, as it were, a 
new chapter in economic de¬ 
velopment, financial resources 
will certainly be raised, but 
they will not produce the de¬ 
sired results. The framework 
of the fifth Plan seems to have 
indicated several measures in 
the field of direct taxes as a 
means of raising resources. I 
venture to suggest that direct 
taxation in our oountry has 
reached its outer limit and is 


virtually exhausted. The richer 
classes are paying anything 
upto 97.75% and more of their 
incomes. The income of the 
not-so-affluent is severely 
eroded because of the rising 
prices, in any event, those who 
pay direct taxes are relatively 
small proportion of the total 
population. Insofar as they 
constitute the economic elite, 
they have a special responsibi¬ 
lity to shoulder and it is to see 
to it that they do not flag either 
in their effort or enthusiasm to 
keep the wheels of industry 
and commerce running smooth¬ 
ly and faster. 

The Government too must 
help the effort of the enter¬ 
prises to achieve the targets 
within the specified lime. 
Apart from loosening of irk¬ 
some and avoidable regula¬ 
tions, they must also follow a 
realistic price policy. Develop¬ 
ment rebate in a way took 
care of the situation of rising 
prices. ‘Now that it is decided 
to withdraw the development 
rebate from the end of May 
this year, thought must be 
given to the question of revalua¬ 
tion of assets by taking into 
account the inflation aspect. 
The accelerated depreciation 
allowance which has recently 
been extended to certain in¬ 
dustries is not an adequate 
substitute for development 
rebate. I would request the 
Government to consider ex¬ 
tending the period of develop¬ 
ment rebate by alleast one 
more year because of excep¬ 
tional circumstances through 
which our economy has been 
pissing, particularly in view of 
the late deliveries by suppliers 
of equipments from abroad. 

At present, a number of 
commodities are subject to 
price control in different form; 
— statutory, formal and in¬ 
formal. All these commodities 
cannot be considered to be the 
basic necessities of life of the 
common man. In a situation 
of scarcities, black-market de¬ 
velops. In more than one 
sense, these price controls 
encourage the black market 
operation. The industry does 
not gain; neither the consume* 
Moreover, the Exchequer loses 
because taxes cannot be collec¬ 
ted on black-market opera¬ 


tions. My suggestion therefore 
is that price control must be 
restricted to a very few essen¬ 
tial commodities. Even here 
whenever the statutory prices 
are raised, or when costs go 
up, there must be an automatic 
increase in the price of the 
commodities which use these 
price controlled items. This is 
the only way to bring about 
additional production and to 
increase supplies to the con¬ 
sumers industrial and do¬ 
mestic. 

Of late, there have been a 
number of strikes, go-slows on 
the part of educated emplo¬ 
yees. They have been indulged 
in violence. By and large, my 
experience is that the rank and 
file has come to appreciate 
that the public are fed up with 
the labour excesses. I believe 
that the authorities arc in a 
better position today than be¬ 
fore to insist upon the obser¬ 
vance of labour laws by em¬ 
ployers as well as employees. 
Both the groups are aware of the 
difficulties facing the nation; 
they are also appreciative 
of the reaction of the Public. 
It is time that the labour laws 
pertaining to the responsibili¬ 
ties of management and wor¬ 
kers arc strictly enforced after 
early step? to rectify the wrongs 
in time; in other words they 
should not wait till some strikes 
take place or some enterprises 
go to the wall either because 
of labour trouble or non¬ 
availability of raw materials, 
power and the like. 

Hiving said all this, I must 
add that lately our Government 
under the imoetus of our Prime 
Minister, Srrit. Indira Gandhi, 
have started to having a hard 
look at the various economic 
problem?. It is heartening that 
notwithstanding various res¬ 
ponsibilities, the Prime Minis¬ 
ter has been finding time to 
meet different sections of the 
public including academicians 
to get to know firsthand the 
dimensions of the problems as 
well as the likely solutions to 
them. I am convinced that not¬ 
withstanding the mistakes com¬ 
mitted by our Government of 
which I myself have been criti¬ 
cal at times, the position would 
have been and will be much 
worse if there is no stability 


and a strong government at the 
Centre. I feel that the present 
leadership should not be alleg¬ 
ed to lose its strength. On the 
other hand, stability itself will 
depend upon how soon and 
how well our major problems 
are resolved. My contention, 
is that a major solution of eco¬ 
nomic problem lies in the non¬ 
economic area. I mean thereby 
the need for fostering and 
strengthening the political 
will. Such political will in a 
democracy is not that of the 
ruling party alone. All politi¬ 
cal parties and economic 
groups must get on to the 
same wave-length of deter¬ 
mination to objectively tackle 
the problems and to keep na¬ 
tional interests above sectional 
gains. It is not only during a 
war that general consensus is 
desirable and necessary. Any¬ 
way, when our economy to¬ 
day is in bad shape, it behoves 
of all to come forward with 
constructive suggestions. There 
has to be more than a conven¬ 
tional recovery from the pre¬ 
sent economic slump. There has 
to be more than a conventional 
answer. It must be emphasised 
that there is no substitute for 
hard work nor there is any 
substitute for honesty. This 
has to be inculcated in the 
minds of all groups, economic 
and political. Otherwise, moral 
precepts, however, well found¬ 
ed, wiU loose their validity 
and what is worse, disillusion¬ 
ment will spread and our 
very body politic will be in 
danger of disruption. 

In my view no one should 
countenance the attempts of a 
Tew people to wreck the orderly 
progress of our economy. There 
are elements who arc out to 
create chaotic conditions 
through a policy of negation. 
According to them, every group 
expect themselves form the 
vested interests. The Govern¬ 
ment of the day is blamed in 
and out of season. So also the 
managements of public and 
private sector enterprises. Even 
the trade unions who want to 
follow the path of reason and 
responsibilities are decried. 
And these are elements who 
support nationalisation pro¬ 
grammes and encourage strikes 
and go-slows in the public 
sector enterprises which result 
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in dislocation of nation's busi¬ 
ness. 

I would appeal to the trade 
union leaders that they should 
look to the interest of the na¬ 
tion as a whole. If they coope¬ 
rate with the management in 
the programme of greater pro¬ 
duction, it is with the nation 
that they are cooperating. It 
is not the management that 


would benefit but the nation 
as a whole. 

If I have highlighted some¬ 
what sharply the difficulties 
and underlined the rc-orien- 
t at ion of of policies and 
attitudes, it is because of my 
conviction that economic de¬ 
velopment of the nation is too 
serious a matter for either poli¬ 
ticians or buincssmen or trade 


unions alone to tackle. All 
the groups must combine on the 
basis of mutual trust and con¬ 
fidence — more importantly on 
the basis of knowledge of 
facts. 1 am sure, such co¬ 
operative effort will be forth 
coming and I say this, not 
because 1 am an optimist, 
but because such an effort has 
always come forth in our count¬ 
ry in limes of need. 


In the end, I would like to 
thank all the workers and stalF 
for their hard work and devo¬ 
tion to duty and hope that they 
will continue to work for the 
betterment of the Company. 

Noil: This does not purport 
to be the proceedings of the 
meeting. 
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Economic 

survey: 

1973-74 

The pRE-BUDGEr Economic 
Survey for 1973-74 presented 
to Parliament on February 25, 
1974, by the Finance minister, 
Mr Y.B. Chavan, has des¬ 
cribed the unprecedented price 
rise in 1973 as the most impor¬ 
tant economic problem cur¬ 
rently facing the country. 

The Survey has attributed 
the price rise primarily to the 
cumulative impact of the pro¬ 
duction losses sustained in 
agriculture by the economy 
during the preceding two years. 

While the Survey confirms 
that this year's kharif output of 
agricultural commodities has 
been very encouraging and the 
foodgrains^ output over the 
year miglu be around 110 mil¬ 
lion tonnes, it points out, that 
one year's good crop could 
not by itself suffice to remove 
the serious imbalance between 
aggregate demand and aggre¬ 
gate supply in the economy 
created by the accumulated 
shortages of the last two years. 

Persistent budgetary deficits 
accompanied by a high rate of 
growth in money supply, in the 
preceding two years, accord¬ 
ing to the Survey, have also 
strengthened the inflationary 
forces in the country. 

The Survey expresses great 
concern about the stagnation 
of industrial output in 1973. 
A bright spot in the economy, 


apart from likely good agri¬ 
cultural output in the year, has 
been the very significant im¬ 
provement on the export front. 
However this has tween more 
than counterbalanced by the 
sharp increase in imports, in¬ 
cluding imports of foodgrains, 
and in the closing months of the 
year, the hike in crude oil 
prices has added a new dimen¬ 
sion which might have serious 
implications for our balance of 
payments. 

Although official estimates 
are not available, the growth 
of national income in 1972-73 
was seriously affected by the 
sharp decline in agricultural 
production. In contrast, for 
1973-74, the Survey anticipates 
an increase of six per cent in 
national income in view of a 
significant rise in agricultural 
output. 

According to the Survey, 
available indicators seem to 
suggest that domestic saving 
as percentage of Net Domestic 
Product might have shown an 
increase in 1972-73 over 1971- 
72 when it was at 11.0 per cent. 
Aggregate investment in the 
economy had reached a level 
of 12.2 per cent of national 
income in 1971-72, and might 
have remained at the same level 
in 1972-73. It has been em¬ 
phasised in the Survey that 
if growth rates as envisaged in 
the draft fifth Plan arc to be 
realised, both saving and in¬ 
vestment rates in the economy 
have to increase appreciably in 
the coming years. 

/ 

With regard to the agricul¬ 
tural situation, the Survey has 
pointed out that agricultural 
output, which declined by 0.8 
per cent in 1971-72 and 9.1 per 
cent in 1972-73, is expected to 
stage a significant recovery in 


19?J-74. According to the Sur¬ 
vey, output of major foodgrains 
as well as commercial crops is 
likely to increase significantly. 
On current indications, the 
growth rate of agricultural out¬ 
put may be in the range of 10 
to 15 per cent. 

The Survey also notes cer¬ 
tain weak spots in India's 
agricultural economy. Thus, 
it refers to a slackening ten¬ 
dency in the growth rate of 
productivity in wheat without 
being offset by a significant in 
crease in productivity of other 
foodgrains. The Survey points 
out that as of now theic has 
been no breakthrough in the 
production of coarse grains and 
oilseeds and the output of 
pulses shows a discouraging 
trend. The Survey emphasises 
that the new agricultural te¬ 
chnology raised (he trend rate 
of growth of food production 
and also reduced the amplitude 
of fluctuations. However, 
there is urgent need not only 
to raise the trend but also to 
reduce the amplitude of fluc¬ 
tuations. For achieving these 
objectives, the Survey has sug¬ 
gested that high priority should 
be accorded to the development 
of an effective technology for 
dry farming areas as veil as 
the expansion of the area 
under irrigation. 

The survey refers to the un¬ 
certainty about the availabi¬ 
lity of imported fertilisers and 
points out that in the coming 
years much greater emphasis 
will have to be laid on sources 
other than increased Jeitiliser 
use for securing the needed 
increase in agricultural output. 
This involves better manage¬ 
ment of locally available in¬ 
puts, such as organic manures 
and improved seeds and full 
utilisation of available irriga¬ 
tion potential. The Survey 
also calls for reorienta¬ 
tion in the structure of rural 
credit so as to help small far¬ 
mers. 

The Survey notes thar after 
recording a welcome recovery 
of 7,1 per cent in I972 t the in¬ 
dex of industrial production 
has slid back again in 1973. 

On present indications,growth 
in industrial production is 


likely to be of small magnitude. 
Among the important factors 
that have affected industrial 
growth, both in the public 
sector and in the private sector, 
arc stated to be power shortage, 
inadequate availability of raw 
materials, labour troubles, 
pooor maintenance, transport 
bottleneck and inadequate in¬ 
vestment. Making a pointed 
reference to the low utilisation 
of capacities, the survey slates 
that this is a waste which the 
nation can ill afford. 

The Survey has detailed the 
various efforts made by the 
government to streamline the 
industrial licensing procedures 
as well as other measures taken 
to improve the climate for 
investment activity in the eco¬ 
nomy in recent months. 

Although overall growth rate 
of industry in 1973 is likely 
to be low. the Survey notes 
that some important industries, 
such as, the heavy engineering 
industries, the metal products 
industries, heavy electricals and 
transport equipment industries 
have shown sizable gains. 
The aggregate performance 
would not have been so dis¬ 
appointing but for the slow 
growth of textiles and the 
chemical groups. Another hope¬ 
ful sign is the significant im¬ 
provement in the performance 
of public sector enterprises. 
For the first time in 1972-73, 
the public sector as a whole 
made a profit. This improve¬ 
ment has continued in 1973-74 
and output during the first 
eight months, of several public 
sector enterprises has re¬ 
corded a substantial increase as 
compared to the corresponding 
period of 1972-73. 

file causes of the price rise, 
which is a matter of grave con¬ 
cern to the government, have 
been analysed in detail in the 
Survey. Taking the year 1973 
as a whole, the average rise in 
the wholesale price index at 
19.2 per cent compared to 
7.8 per cent in 1972. This under¬ 
scores the gravity of the situa¬ 
tion. The rise in the wholesale 
price index had its inevitable im¬ 
pact on consumer price index, 
which also increased by 16.8 per 
cent in 1973 as against 6.3per 
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cent registered m the promt* 
mg year. While analysing the 
causes for abnormal pried'rise 
Iasi year, especially under food 
articles, the Survey observes 
that “the fluctuation in prices 

* can be particularly acute in 

* countries like India where the 
1 marketed surplus forms only 

* a small part of total output 
i of foodgruins. so that even 
1 a small decline in production 
i leads to a disproportionate fall 
J in marketed surplus'’. 

The Survey refers to the 
inadequacy of procurement 
and makes the point that the 
shortfall in this matter cannot 
be explained adequately in 
terms of the alleged unremunc- 
rufiveness of the procurement 
prices. The Survey notes the 
dilemma faced by public policy 
that while procurement prices 
have not to be remunerative if 
farmers are to be encouraged 
to sell their gium to public 
sector agencies, a steep in¬ 
crease in procurement and issue 
prices will greatly reduce the 
benefits accruing to the more 
vulnerable sections from the 
expansion of the public dis¬ 
tribution system. 

The Survey also discusses 
the role of budgetary deficits 
and the large expansion of 
money supply in accentuating 
the inflationary pressures. It 
also discusses the reasons why 
a normal kliarif crop in 1973 
has failed to make a significant 
impact on prices so far. 

In discussing the develop¬ 
ments in price policy, especially 
in regard to administered 
prices, the Survey suggests that 
“in the interest both of greater 
production and stable prices, 
systematic periodic reviews 
and adustment of administered 
prices are to be preferred to 
drastic changes effected after 
long intervals". 

The Survey notes that the 
central budget for 1973-74 
was framed keeping in view' the 
t win needs of aeeelerat ing deve¬ 
lopment and controlling infla¬ 
tionary pressures in the econo¬ 
my, In consonance with these 
objective*, sizable resource 
effort through fresh taxation of 
the order of Rs. 290 crorcs was 
undertaken and only modest 


increases in development out¬ 
lays were proposed. The budge¬ 
tary dclicit was placed at Rs. 
87 crorcs but this was without 
reckoning the likely impact of 
the recommendations of the 
Third Pay Commission. 

As a further measure to 
control the inflationary pres¬ 
sures, the government decided 
in August 1973 to reduce their 
expenditure bolh on Plan and 
non-Plan accounts by about 
Rs. 400 crorcs without impair¬ 
ing the investment activity in 
the vital core sectors. More¬ 
over, as against the budget pro¬ 
vision of Rs 326 crorcs for 
market loans, nel receipts 
under this head until December 
1973 amounted to Rs. 472 
crorcs. 

The Survey, after reviewing 
budgetary developments in 
1973-74 suggests both because 
of the unexpected shortfall 
in collect ions from excise duties 
and much higher expenditure 
(on items such as relief of 
natural calamities, the liabi¬ 
lity arising out of the recom¬ 
mendations of the Third Pay 
Commission, increase in food 
subsidy despite upward revi¬ 
sion of issue prices and a signi¬ 
ficant deterioration in railways' 
financial position) the govern¬ 
ment's efforts to contain the 
size of the budgetary deficit are 
unlikdv to meet with a signi¬ 
ficant degree of success. 

Referring to the alleged in¬ 
flationary effects of a heavy 
reliance on indirect taxes, 
the Survey makes the signi¬ 
ficant point that these effects 
are often greatly exaggerated. 
In this connection, it points 
out that food articles and in¬ 
dustrial raw mcterials which 
have contributed most to the 
rise in the wholesale price 
index in the last two years, 
bear little or no indirect taxes. 
As regards the inflationary 
impact of ad valorem rather 
than specific duties, the Survey 
points out that it is necessary 
to bear in mind that in a situa¬ 
tion where an important part 
of government expenditure 
increases autonomously, it 
would seem advisable to main¬ 
tain the elasticity of the tax 
structure with respect to rising 
money incomes, and this can 


obviously be more effectively 
secured through a system of 
ad valorem rather than specific 
duties. If the duties were specific 
rather than ad valorem , the 
Survey adds, inflation itself 
would call for frequent changes 
in the rates of specific duties in 
order to raise revenue as 
expenditure rose as a result of 
price rise. The Survey goes on 
to add that while in particular 
industries, ad valorem duties 
may no doubt constitute an 
excessive burden in a period 
of rising prices, in general 
there would seem to be a 
strong case in favour of the 
shift witnessed in recent years 
in the direction of ad valorem 
in place of specific duties. 

The Survey also points out 
that indirect taxes need not 
be inherently regressive as it 
is sometimes supposed. A well- 
conceived structure of indirect 
taxes can be an effective means 
for mopping up a part of the 
high incomes earned by rela¬ 
tively well-to-do sections of 
of society. The Survey argues 
that the potentialities of com¬ 
modity taxation have by no 
means been exhausted. How¬ 
ever. it points out that the 
untapped potential is not as 
large as is sometimes assumed. 

This is due to the fact that 
the public sector is often a 
major consumer of many 
excisable products and a part 
of customs and excise duties 
is paid by the government 
itself so that the gross yield 
of these taxes is not a true 
indicator of net additional 
resource mobilisation. In addi¬ 
tion, as the proportion of 
industrial output accounted 
for by the small-scale sector 
increases, this also effects the 
yield from indirect taxes since 
both for administrative and 
other reasons, it is not always 
easy to bring the small-scale 
sector effectively within the 
network of excise taxation. 

As regards direct taxes, the 
Survey points out that rates 
of direct taxes in this country 
arc already very high even 
though the effective progression 
of direct taxes is greatly reduc¬ 
ed by large-scale evasion and 
avoidance. As such, additional 
resources from direct taxation 


have to come largely through 
prevention of , evasion &od 
avoidance. The Survey refers 
to the Report of th# «Raj 
Committeee which points to 
a substantial Scope tiki in¬ 
creasing the yield from direct 
taxes by more effective taxation 
of agriculture. The Suryey also 
refers to the urgent neM, to 
scure larger surpluses i from 
public enterprises including 
those operating in the area of 
irrigation and generation of 
electricity. 

Reviewing the Monetary and 
Credit Policy, the Survey ob¬ 
serves that the Indian monetary 
scene in recent years has been 
marked by a high rale of growth 
ofmoney supply. Money supply 
with the public increasea by 
13.1 per cent in 1971-72 and 
by 15.9 per cent in 1972-73. 
During the current financial 
year, money supply increased 
by 9.6 per cent between March 
31, 1973 and January 25, 
1974. As a result of a consider¬ 
able increase in real output, 
the divergence between the 
rale of growth of money supply 
and that of real output is 
likely to be reduced in the cur¬ 
rent year. However, the Survey 
suggests that the divergence 
is still large and considering 
also the impact of dispropor¬ 
tionate increase in money stock 
during the last two years, the 
imbalance between aggregate 
demand and aggregate output 
remains. 

Reviewing the developments 
in credit policy in the last one 
year, the Survey mentions that 
I he primary aim of the policy 
has been one of maximum 
possible restraint so as to 
contain inflationary pressures 
in the economy, consistent with 
the need to safeguard the genu¬ 
ine credit needs of the produc¬ 
tive sectors. The Survey, how¬ 
ever, points out that there are 
some inherent difficulties in 
successful implementation of 
a restrictive credit policy. For 
example, in a situation where 
hank deposits are increasing 
rapidly, the use of net liquidity 
ratio mechanism can have only 
a limited impact on the banks’ 
ability and willingness to 
expand credit since ultimately, 
any measure for restricting the 
access of commercial banks to 
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the Reserve Bank can be effec¬ 
tive only to the extent that banks 
cannot finance additional credit 
out of their own resources. 
This is equally true of the 
technique of variable cash ratio 
unless this ratio is adjusted 
frequently. 

The Survey also points out 
that the effectiveness of selec¬ 
tive credit controls in respect 
of sensitive agricultural com¬ 
modities has been consider¬ 
ably reduced because of the 
diminishing role of bank credit 
in the trading operations of 
these commodtics. The Survey 
adds that with the progressive 
expansion of the role of public 
sector trading agencies whose 
activities have to be linanced 
with the help of bank credit, 
the scope for a flexible operation 
of credit policy, without affect¬ 
ing the growth of productive 
sector, gets somewhat dimini¬ 
shed. The Survey has also drawn 
attention to the gradual dis¬ 
appearance of the traditional 
seasonality in bank credit in 
response to basic structural 
changes in Ihe economy in 
the wake of industrialisation. 

In examining the credit 
expansion during the current 
busy season, the Survey points 
out that utmost vigilance will 
he needed in the coming months 
in order to contain the expan¬ 
sion of bank credit within the 
overall ceiling fixed by the 
Reserve Bank for the current 
busy season. In particular if 


genuine needs for credit are 
to be met without upsetting 
the aggregate ceiling, there 
will have to be considerable 
redeployment of outstanding 
credit. The Survey also em¬ 
phasises that the experience 
of the current busy season 
has highlighted the need for 
a well thought out sectoral 
deployment of credit especial¬ 
ly in the context of an overall 
quantitative restriction on 
credit expansion. 

According to the Survey, a 
heartening feature of the Indian 
economic scene in 1972-73 and 
in the current year, has been 
the highly staisfaclory perfor¬ 
mance of our exports which 
have shown record increase of 
21.9 per cent in 1972-73 over 
the previous year, and of 21 
per cent in the first eight 
months of 1973-74. 

Despite the notable achieve¬ 
ment on the export front, the 
Survey points out that onr 
foreign exchange reserve posi¬ 
tion in 1972-73 deteriorated by 
Rs. 33 crores, if the gain in 
our foreign exchange assets 
through currency appreciation 
is excluded. There has been a 
rapid depletion of our reserver 
in the current year and during 
the first ten months of 1971*74, 
reserves have declined by Rs. 
70 crores. This has been des¬ 
cribed in the Survey as being 
due to a steep rise in our im¬ 
ports in the current year, which 
have already registered an 


increase of 45 per cent in the 
first eight months of 1973-74, 
according to the customs data. 
A sizable portion of the in¬ 
creased imports is accounted 
for by import of foodgrains 
and spurt in international prices 
of our major imports, parti¬ 
cularly crude oil. The balance 
of payments situation in the 
current year is likely to conti ■ 
nue to be difficult in view of the 
price hike in crude oil. 

Viewed against these deve¬ 
lopments, the Surveyc cautions 
that the satisfactory expor! 
performance should not lull 
us into a sense of complacency. 
Vigorous efforts for export 
promotion of non- traditional 
goods need to be made to 
achieve a steady rate of growth 
in our exports. 

The Survey has also pointed 
out that in recent years, there 
has been a considerable re¬ 
duction in India's dependence 
on external assistance. The 
proportion of investments 
linanced by net aid which had 
increased from 19 per cent 
during the second Plan to 27 
per cent in 1967-68, declined 
substantially during the fourth 
Plan, when it is estimated to 
be no higher than eight per 
cent. The gross inflow of 
aid utilised by India fell 
from Rs. 1196 crores in 
1967-68 to Rs. 666 crores in 
1972-73. It is estimated that 
the utilisation of external as¬ 
sistance may increase to Rs. 


787 crores in 1973-74, but even 
at this level, it would be R&» 
409 crores less than and dis¬ 
bursements a six years ago. 
Recently, there has also been 
sonic recognition of debt ser¬ 
vicing difficulties faced by 
India by the donor countries, 
which have extended a debt 
relief of US $ 148 million 
in 1972-73 which might further 
go up to US $170 million in 
1973-74 (See table below) 

Reflecting on the unsettled 
stale of international monetary 
scene, presently characterised 
by floatation of major curren¬ 
cies, the Survey points out that 
there is little chance of normal¬ 
cy returning to international 
payments position in the near 
future. Therefore, countries 
like India, will have to devise 
suitable institutional arrange¬ 
ments to minimise the effects 
of continued uncertainty of 
exchange rates on i he growth of 
their foreign trade. 

Commenting on export pros¬ 
pects in the light of recent 
external developments, the 
Survey has pointed out that 
the continued viability of 
India's balance of payments is 
crucially dependent on a 
significant increase in exports. 
Although a considerable un¬ 
certainty that currently sur¬ 
rounds the world trading and 
monetary system makes it 
difficult to assess the immediate 
export outlook, there is no 
doubt that there is substantial 


Inflow of External Assistance: Gross and Net 


(Rs crores) 



J 967-68 

1968-69 

1969-70 

1970-71 

1971-72 

1972-73 1973-74 
(Estimates) 

]. Gross disbursements 

1196 

903 

856 

791 

834 

666 

787 

of which: 








(a) PL 480 food* 

285 

131 

128 

57 > 

11 o 



(b) PL 480 non-food* 

57 

27 

41 

32 \ 

i I 4* 

4 


(c) Other food assistance 

45 

55 

19 

36 

32 


. 

] I. Total debt servicing 

333 

375 

412 

450 

479 

507 

512 

of which: 








(a) Amortisation payments 

211 

236 

268 

290 

299 

327 

332 

(b) Interest payments 

122 

139 

144 

160 

180 

180 

180 

III. Net flow of assistance (I-II) 

863 

528 

444 

341 

355 

159 

275 

""Includes assistance by way of imports under rupee payment terms and under convertible currency credits. 

Note: Gross aid disbursements take into account debt relief inclusive of debt reschcduling/poslponements etc. Debt service 


payments relate to those involving foreign exchange and through export of goods. 
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untapped potential for the 
growth of both traditional and 
non-traditional exports. The 
Survey adds that the country's 
ability to fully exploit this 
potential is vitally linked with 
ability to increase agricultural 
and industrial production, 
restrain the growth of donicst ic 
demand for promising export¬ 
able items and ensure inter¬ 
nally competitive standards of 
quality and prices. 

Summing up, the Survey 
states that the first and 
foremost task of econo¬ 
mic management in 1974-75 
is to control inflationary 
pressures. When translated 
into action, this would mean 
augmentation of the supply 
of wage-goods, particularly 
through increased production 
of foodgrains. .The Survey 
points out that a significant 
increase in agricultural output 
in 1974- 7 5 will have to be 
ensured despite considerable 
uncertainty about the avail¬ 
ability of imported fertilisers. 
In this connection, the Survey 
makes the point that the effects 
of uncertainty of imported sup¬ 
plies can be substantially made 
good by greater utilisation 
of the fertiliser capacity in the 
country. That a number of 
fertiliser plants in the country 
currently are operating much 
below capacity is an indication 
of some of the challenges that 
lie ahead of us. The Survey also 
points out that much greater 
reliance will have to be placed 
on sources other than increased 
fertiliser use for securing 
the requisite increase in agri¬ 
cultural output. 

The Survey stales that an 
efficient management of India's 
food economy is crucially de¬ 
pendent on our ability to in¬ 
crease production and to 
ensure, through orderly pro¬ 
curement and distribution, an 
equitable supply of available 
foodgrains. for a viable food 
policy, the Survey has high¬ 
lighted the importance of 
successful procurement effort. 
The Survey mentions the 
difficulty that procurement 
efffort is likely to face when 
there is a considerable diver¬ 
gence between so-called open 
market prices and procurement 
prices. In this connection, it 


points out that this divergence 
can be reduced only if there 
is more effective control of 
aggregate demand in com¬ 
bination with methods designed 
to increase production of lbod- 
grains. 

The Survey refers to the 
country’s pressing needs for 
higher investment in such cri¬ 
tical sectors as coal, steel, 
power and irrigation. It sug¬ 
gests that in order to control 
inflationary pressures, it is 
necessary that these invest¬ 
ments should be financed with 
the minimum rccourccs to 
deficit financing. The Survey 
also points out the difficulties 
that arise in raising additional 
resources both through direct 
and indrect taxes. In this con¬ 
nection, it suggests that in 
the future more emphasis will 
have to be laid on checking 
evasion and avoidance of taxes 
on the withdrawal of such 
fiscal subsidies which have out¬ 
lived their utlity, and also 
on securing larger surpluses 
from public sector enterprises 
both through greater efficiency 
as well as suitable revision of 
pricing policies 

Referring to the prospects 
for industrial production, the 
Survey makes the point that 
notwithstanding the uncertainty 
about the availability of cer¬ 
tain imported inputs in the 
wake of the oil crisis, it should 
be possible for us to sustain 
a reasonable rate of growth of 
industrial production provided 


the supply of domestic agri¬ 
cultural raw material*, is ad- 
quate and if in addition, the 
availability of such domestic 
inputs as power, transport, 
coal and iron and steel is 
improved. The Survey also 
emphasises the point that in 
a country as poor as India, 
the very considerable under¬ 
utilisation of industrial capacity 
that prevails in the country 
constitutes a waste which wc 
can ill afford, and that restric¬ 
tions that come in the wake of 
full utilisation of capacity serve 
no useful social or economic 
purpose. 

The Survey also refers to 
the economic loss of production 
resulting from strained indus¬ 
trial relations and points out 
that without healthy industrial 
relation it would not be posiblc 
for us to maintain adequate 
levels of production in the face 
of many external constraints 
that the country now faces. In 
this connection, the Survey 
points out that it is no doubt 
true that recent inflation has 
caused great hardship to the 
common man. However, in 
a country where there is very 
considerable unemployment, 
those who have a secure job 
are in the category of a very 
privileged class and they have 
to bear in mind this fact 
in asking for a larger size of 
the national cake. The Survey 
also goes on to add that it is 
clear that restraint and disci¬ 
pline that is demanded of the 
working people can best be 


enforced if there is an equitable 
distribution of the sacrifices and 
burdens that are inevitably 
involved as a result of a signi¬ 
ficant deterioration in our 
terms of trade, arising from the 
recent increase in oil prices. 

Referring to the energy cri^ ,| 
the Survey points out that oil*; 
response to the crisis has to be ; 
based on the recognition that 
the increase in oil prices is 
not a temporary phenomenon 
and that it represents a major 
structural change. The survey < 
emphasises the need for maxi¬ 
mum restraint in the consump¬ 
tion of petroleum products. 

It refers to the urgent necessity 
for increased production of 
coal and orderly arrangements 
for its transport. It also points 
to the necessity of using every | 
possible means, howsoever un¬ 
orthodox it may be, to impart 
a new clement of dynamism 
to the country's programme of 
oil exploration. 

The Survey point out that 
although the oil crisis will 
greatly increase our import 
bill, it has also created new 
export opportunities in areas 
such as jute, cotton textiles, 
and leather goods. Wc have to 
strive our utmost to fully ex¬ 
ploit the export potential in 
these areas. India's export per¬ 
formance in 1972-73 has been 
encouraging, but this must 
not lull us into any sense of 
complacency about the magni¬ 
tude of the needed export 
promotion measures. 


^ A AAA 

f f If 

\ RECORDS AND STATISTICS 

' A Quarterly Bulletin of "Eastern Economist" this publication surveys ^ 
important developments in each quarter In the various fields of the f 
national economy as well as in the world economy, organizes its mate* { 
j rial in a convenient form and illustrates it with diagrams, graphs and 
charts. Its features are a business roundup, an analysis of markets and 
an investment supplement. 

The Bulletin averages 64 pages and is priced at Rs 5 per copy. 
The annual subscription is Rs 20. 

Inquiries regarding subscription and advertisement may be 
addressed to: 

The Manager, 

THe Eastern Econemist Ltd, Post Bex No. 34, Now Delhi-1. 


I EASTERN KCONOMIST 


386 


MARCH 1, 1974 



Charter for 

inflation 

V. Balasubramanian 


The prime concern of the nation at the 
present time is about its short-term eco¬ 
nomic stability. The primary purpose of 
the central budget this year must therefore 
be to contribute to the achievement of this 
indispensable equilibrium. No amount of 
political rhetoric either by the minister for 
Planning, Mr D.P. Dhar, about the claims of the fifth Plan, or by the Finance minister, 
Mr Y.B. Chavan, about his party’s self-advertised commitment to the removal of po¬ 
verty, can succeed in concealing this harsh and urgent reality by raising a cloud of de¬ 
magogic dust. 


Ordinarily the people should be not only enthusiastic but even anxious about the 
country’s long-term economic growth. Thanks however to the misconceived or wrong¬ 
ly motivated economic policies of the central government, this otherwise valid objective 
of long-pjriod economic growth has temporarily become irrelevant to the current and 
true needs of the people as they have come to feel them in their bones. About one in 
every three families in this country is just not able to buy its subsistence with what it is 
able to earn. About three in every four urban households arc unable to afford sufficient 
nutrition even for their children in spile of having a regular monthly income from white- 
collar jobs or employment in organised industry or trades. This is a situation which 
must arouse our emotions. Indeed, in some parts of the country, notably Gujarat, 
the plight of our people has even incited passions such as anger and resentment which 
arc often exploding into destructive fury. Let us however use here only the dull drab 
language of the government’s own Economic Survey t presented to Parliament last month 
to indicate the nature of this national distress: 

“The strong upward pressure on prices which developed in 1972 was accentuated in 1973. Com¬ 
pared to an average increase of 7.8 per cent in 1972, the wholesale price index went up by 19.2 per 
cent in 1973. The seriousness of the price situation gets magnified if, instead of looking at the average 
increase in the price level over the year, we compare the level of the wholesale price index at the 
beginning af.d end of the year. Thus, whereas between December 1971 and December 1972 the 
wholesale price index increased by 13.7 per cent, the index in December 1973 was 24 per cent higher 
than in December 1972. Although prices rose almost every month in 1973, the largest increase 
took place in the period May to July. The index registered a mild decline for a brief period in 
August-September. However, from October 1973 onwards, the index again rose every month, 
though at a much smaller puce than in May to July. 

'’Inevitably, the increase in wholesale prices had its repercussions on the cost of living. The 
All India Consumer Price Tndcx, which went up by an average of 6.3 per cent in 1972, registered a 
further increase of 16 8 percent in 1973. The index for December, 1973, at 260 was 24 per cent 
higher than the index foi December, 1972”. 

Let us turn once again to the Economic Survey, for an account of possibly the most 
important part of the explanation for this behaviour of prices: 

"The Indian monetary scene in recent years has been characteuscd by an unusually large 
expansion in money supply with the public. The annual rate of growth of money stock increased 
from 10.8 per cent in 1969*70 to 11.2 per cent in 1970-71. In 1971-72 and 1972-73 there was a 
further accelcialion in the late of growth of money supply. Thus, whereas in 1971-72 money 
supply increased by 13.1 per cent in 1972-73 the observed growth rate was 15.9 per cent. During 
the current financial year, money supply increased by 9.6 per cent between March 31, 1973 and 
January 25, 1974. 

"The strong expansionary impact of monetary developments in iceeni years is also reflected 
in the behaviour of aggregate monetary resources with the public, consisting of money supply with 
the public and time deposits. The annual rate of growth of aggregate monetary resources went up 
from 12.4 pc cent in 1969-70 to 17.7 per cent in 1972-73. In the current fiscal year, there was 
a further expansion of 14.1 per cent until January 25, 1974. 

"Although there is no mechanical relationship between the growth of money supply and the 
behaviour of prices in a short period, it cannot be denied that a sustained increase in money supply 
far in excess of the rate of growth of real output during the fourth Plan period has exerted a 
strong upward pressure on prices. In the first two years of the Plan i.c., 1969-70 and 1970-71, the 
impact on prices was cushioned by a sizeable growth of real output. However, in 1971-72 and 
J 972-73 while the growth of money supply accelerated, the rate of growth of real output declined. 
In the current fiscal year, as a result or a considerable increase in real output, the divergence bet¬ 
ween the rate of growth of money stock and that of real output is likely to be reduced. However, 
the divergence is still large and considering also the impact of disproportionate increases in 
money stock during the last two years, the imbalance between aggregate demand and aggregate 
output remains”. 

This official point of view reflects the consensus in this country on this issue. For 
instance, in a memorandum submitted to the prime minister last month by Professor 

Vakil on behalf of a nation-wide group of academic economists, the opening 
. Paragraph goes like this: 

'The extraordinary rate of increase in the price level of commodities, and in particular of 
consumption necessities, which is being witnessed since 1969-70, a nearly 50 per cent rise during 
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the end of 1969.70 and the fast week of 1974, 
which has accelerated currently to a 2$ per cent 
annual increase, has been a “source or serious 
economic distoition causing great public dis¬ 
tress and discontent. The price increase, which 
has continued unabated, despite the bumper 
kharij harvest in 1973-74, is the outcome *f an 
excessive imbalance between the annual rate of 
growth in the stock of money and in the stock 
of basic consumption, and related production, 
necessities. Outing the end of J%9 and the 
third week of Januaiy 1974, money supply hail 
increased by 70 per cent, the level of wholesale 
prices by 60 per cent and of food articles by 62 
per cent. Real output and supplies ot necessi¬ 
ties were only nboul 12 pet tent and 10 per cent 
higher in 1973-74 as compared to 1969-70.’* 

In August last year l)r V.K.R.V. Rao 
and five other economists from the Institute 
of Economic Growth, Delhi, analy¬ 
zed the state of the national economy in 
order to underline the crisis of inflation. 
They started by saying that since there is 
always a lag between the money expendi¬ 
ture created by investment and the in¬ 
creased flow of consumption goods crea¬ 
ted by the utilization of the investment, 
a rise in the prices of consumption goods 
resulting from this lag and, therefore, m 
the general level of prices becomes inevi¬ 
table in any process of deliberately forc¬ 
ing the pace of development. But this 
rise in prices need not be self-sustaining, 
let alone self-accelerating, us long as the 
investment yields eventually a rapid in¬ 
crease in the output of consumption goods 
and the lag involved is not long enough 
to lead to a compensatory rise in money 
incomes to effect the rise in prices. This 
analysis, pmcccding, pointed out: 

“The price use becomes inflationary' only 
when evei y tisc m ihe price level becomes the 
base foi a further rise in the price level and the 
process becomes not only self-sustaining but 
also sclf-accck'rating. It is this stage that we 
seem to have reached in India, particulatly dui- 
ing the last two years and the first four months 
of the current financial year. Thus, between 
mid-July 1972 and mid-July 1973 the whole¬ 
sale price level has increased by 21.5 pet cent. 
Moic alarmingly, the wholesale index has gone 
up by more than 12 per cent during the last six 
months, rising from 214.5 m January 1973 to 
241.5 on U) June 19M A btcak-up of the in¬ 
dex reveals the fact that food articles and in- 
dustual raw matcnals have shown a taster rise 
than the avetuge Moreover, the recorded price 
rise understates the actual increase since the in¬ 
dex docs not include many free market prices 
which are more volatile than controlled prices. 
All this has led to u new inflationary psychosis 
in Ihe country, which has uo parallel in our his¬ 
tory of the last twenty years.” 

Dr Rao and his group then address 
themselves to the question what has fuel¬ 
led this inflation: 

"A major cause of the current inflationary 
phenomenon is the large increase that has taken 
place in the volume of money expenditure both 
hv the public and the private sectors during the 
last few vears unaccompanied by any corres¬ 
ponding increase in the volume of the output on 
which this expenditure is incurred. This faster 
growth of effective demand as compared to 


effective supply can he represented by the in¬ 
crease in the stock of money (on the assumption 
that there has been no significant change in 
the velocity of circulation; i.o., money supply) 
can be taken as a rough proxy for aggregate 
demand.” 

After tabulating figures relating to 
money supply, deficit financing and the 
price level, the discussion runs as follows: 

"it is clear from these tables that, while the 
rate of increase in money stock has been more 
or less consistently above that of output, the 
difference in these tales has been growing, es¬ 
pecially during the immediate past period, 
namely, 1971-72 1972-73, and the first three 
months of 1973-74. Thus, between 1970-71 and 
end of June 1973, while output has increased 
by less than 5 per cent, money supply has in¬ 
creased by about 38 per cent. No wonder then 
that prices have increased so sharply during the 
last two years and three months, the wholesale 
index showing a rise of 60 points or about 33 
per cent as compared to a rise of about 43 
points or about 31 per cent during the previ¬ 
ous five years. It is this doubling of the rate of 
price rise as also its large dimension in absolute 
terms that has created tl c inflationary psycho¬ 
sis and made inflation a challenge that has to 
be met immediately not only in the interests 
of growth and social justice but in the interests 
of even economic stability.” 

The National Council of Applied Eco¬ 
nomic Research, New Delhi, reviewing 
the condition of the economy in the year 
1973, has this to say: 

"Never bcfoic in our history since indepen¬ 
dence have prices risen so high and so quickly 
as in 1973. The general index of wholesale prices 
which stood at 213.2 in January 1973 moved 
up steadily to 262.1 in December 1973, an 
increase of 24 per cent. Unlike previous years, 
there was no phase of stability or slight decline. 
The normal pattern of price movement was evi¬ 
dent only m that half the rise in the year took 
place between May and August. In the first live 
months of the year when prices used to be fairly 
stable, ihcrc was an increase of 20 points. In 
the last three months of the year, when there 
used to be a little decline, there was none in 
1973. Oil the other hand, prices moved up by 
another 10 points.” 

This analysis then points out: 

‘The increase in money supply has been lite¬ 
rally phenomenal. Within less than three 
years, i.e., from April 1971 to November 1973, 
it has increased by Rs 3,000 crorcs (from Rs 
7,280 crorcs to Rs 10,273 crorcs) Of this, Rs 
2,000 cioicr have been added since April 197.:. 
Horn Apiil 1973 to November 1973 the in¬ 
crease has been Rs 720 croies, and judging fiom 
current trends it would seem that the increase 
in money supply during ti e current financial 
year is not likely to be less than Rs 1,300 crorcs 
over the previous financial year. All this 
shows that the measures contemplated or taken 
by government to arrest the undue growth ol* 
money supply have so far had no success.” 

There is thus convincing consensus 
in the country that its short-term economic 
stability is being gravely threatened by an 
inflationary thrust # of the price level 
and that this development is linked to 
and is indeed being caused by an expan¬ 
sion of money supply which the govern¬ 


ment’s economic policies do not seem to 
be able to bring under any degree of dis¬ 
cipline. In the face of this damning 
documentation of the facts of our econo¬ 
mic life, the Finance minister did no ser¬ 
vice either to his own intellectual integ¬ 
rity or to the political credibility of the 
government when he suggested in his 
budget speech that “the acute inflationary 
pressures that have prevailed in the eco¬ 
nomy during the last two years were in¬ 
evitable as a result of the unsatisfactory 
performance in the field of agricultural 
production in two successive years 
1971-72 and 1972-73.” Since the govern¬ 
ment seems determined to misrepresent 
the basic realities of the current economic 
situation in this manner, it is not at all 
surprising that the central budget has 
not made anything like an earnest effort 
al all to deal effectively with’the infla¬ 
tionary threat to the nation’s short-term 
economic stability. 

Obligation ignored 

It ought to be clear enough from the 
foregoing discussion that this budget 
should have occupied itself with, in the 
first place, preventing a further expansion 
of money supply and, secondly, bringing 
about a substantial contraction of it 
in the course of the new financial year 
beginning this April. Mr Chavan, how¬ 
ever, has irresponsibly ignored this pres¬ 
sing obligation. Instead, he has bud¬ 
geted for a substantial deficit in 1974-75. 
This deficit has been nominally placed 
at Rs 125 crorcs but no faith ts being re¬ 
posed in this figure anywhere in the coun¬ 
try. On the contrary, it has been shame¬ 
facedly pointed out by the Finance minis¬ 
ter himself that it would not he wise to 
take the budget estimate of the deficit at 
its face value. Thus, while concluding 
his budget speech, the minister, with a 
Pilale-like gesture of washing his hands 
off the affair, said that he would like to 
draw the attention of the House to the 
developments of the last two years “which 
have shown how certain events can great¬ 
ly upset the original budgetary calcula¬ 
tions.” This is simply a politician’s way 
of saying that he does not have the moral 
courage or the political guts to be quite 
frank about the window-dressing he has 
done in this budget. 

In the current year the budget estimate 
of a deficit of Rs 87 crores has yielded 
place to the revised estimate ot Rs 650 
crores. Against this background the 
merest honesty demanded of the govern¬ 
ment that in the preparation of the cent- 
ral budget for the new financial year 
receipts should be estimated on an austere 
basis and expenditure in a realistic man- , 
ner. An indication of how grossly the . ^ 
government has betrayed the public trust 

MARCH 8 , 1974 


LASTERN ECONOMIST 


394 




MANY FACETS OF 





ENGINEERING 


Easun's electrical equipmanti, general engineering, structural 
and othsr allied services have established reputation for 
efficient performance & service, expertise and integrity. Easun 
sets the highest standards for quality and reliability. 

During the laat four yeais. Easun have exported equipment and 
services worth 'many million rupees. They have supplied 
Transformers and erected Transmission. Lines in Kuwait. 
Supplies of Transformers have also been made to Malaysia, 
Sudan, Zambia, United Arab Emirates, Uganda. Guyana, 
Sri Lanka, Kenya, Nigeria and Tanzania; Surge Vessels to 
Malaysia; General Engineering and Structural Services to 
Saudi Arabia; Switchgear to Malaysia and Sri Lanka. 

Easun act as Construction and Contracting Engineers and 
provide Engineering services like complete Industrial Electri¬ 
fication, General Engineering and Structural Services. 
They also undertake design, supply, erection and commission¬ 
ing of transmission lines and sub stations upto and including 
220 KV. Another service is that of pVoject consultancy. 

Easun work in co-ordination with internationally renowneo 
associates all ovor the world. 

Easun is a Government of India recognised Export House 


• HHE Power and 
Distribution 
Transformers 

• Easun Switchgear 

• Control & Relay Boards 

• Allis Chalmers Power 
Equipment 

• CCI Tropodur Cables 
and Wire? 

• F & G Cables 

• W M W Machine Tools 


Maschinenfabrik Reinhausen e 

On-load Tap Changing Gears 
Espar Electrical Stampings e 

Marine Engineering 
Equipment and Services 
Complete Industrial 
Electrification 

General Engineering • 

and Structural Services # 

Domestic. Rural 
Industrial and Public 
Water Supply Systems 


Pumps, Motors and Chlorinating 
Equipment 

Design, supply, erection and 
commissioning of transmission 
lines and sub stations upto and 
including 220 KV; also 
project consultancy. 

Exports 

Construction and Contracting 
Engineers 




The Easun Group: 

EASUN EMINEERINS CO. LTD. 

HACRRRID6E* NEWITTIC ft EASUN LTD. 

ESWARAN ft SONS ENSINEERS PRIVATE LTD. 

EASUN PRODUCTS OF INDIA PRIVATE LTD. 

Madras-600001 

Branches: Bombay—New Delhi—Calcutta-London 


EASUN 25 YEARS IN THE SERVICE OF POWER 


SPECIAL BUDGET NUMBER 


395 


march 8,1974 



•An 



industrial gases 
and welding ■ 

-all from one source. 


m: 




IOL 


A pioneer in the fields of 
industrial gases, welding, 
medical gases and apparatus, 
liquid oxygen explosives— 

IOL has over the years 
introduced the most advanced 
technology and equipment 
and contributed its expertise 
based on world-wide 
experience in the service of 
Indian industry. Through a 
steady process of import 
substitution, IOL has helped 
to make the country virtually 
self-sufficient in these fields. 
Today IOL is moving on 
to new fields—manufacture 
of air separation plant, for 
instance. lOL's Diversification, 
Research and Development 
wings are busy examining 
the technological gaps that 
still exist and preparing 
schemes for new projects 
that will fill these gaps. 

So that it can serve the Indian 
people in the future as it 
has in the past. 

Helping India 
to help itself. 


I.VSliiRN bCONOMlSl 


Indian Oxygen Limited 


396 


MARCH 8, 1974 




in this matter, however, was available 
within hours of the ritual presentation of 
the budget papers to Parliament. On the 
morning following budget day, the 
Chief Economic Adviser to the ministry of 
Finance found himself compelled to ad¬ 
mit at a press conference that only a no¬ 
tional provision had been made in the 
budget estimates for a major item of 
expenditure such as food subsidy. This 
is the proverbial grain of rice which indi¬ 
cates the stage of cooking in the pot on 
the lire. 

Difficult year ahead 

> We have not been told at all what as¬ 
sumptions have been made regarding price 
trends in the budget year for drawing up 
the estimates of expenditure. As has 
been seen earlier, the increase in the whole¬ 
sale price index has been of the order of 
20 per cent in 1973. The government’s 
Economic Survey has itself admitted that 
1974 may be the worst year yet for the na¬ 
tional economy and possibly the most 
difficult year ever for government manage¬ 
ment of the economy. In the circums¬ 
tances it is not at all open to the govern¬ 
ment to take an optimistic view of price 
behaviour. It is therefore supremely 
important for public opinion to be in¬ 
formed of the basis, in terms of price 
trends, which the government has adop¬ 
ted for framing its expenditure estimates. 

Unfortunately, the public has not only 
been kept in the dark but, considering 
the government’s record in such matters, 
the country has every reason to be appre¬ 
hensive of the expenditure estimateshav¬ 
ing been drawn up in terms of a refusal 
or at least a reluctance on the part of the 
government to adopt meaningful projec¬ 
tions of price behaviour over the next 
twelve months. It follows that if the 
government’s expenditure programmes 
arc carried out in physical terms at the 
levels estimated in the budget,the finan¬ 
cial liability could be much greater than 
what the monetary estimates of outgoes, 
whether on the revenue side or on capi¬ 
tal account, may suggest. The meaning 
of this is clear and it is that there is a 
not so inarticulate major premise of es¬ 
capism in the budgetary syllogism from 
which the Finance minister has hope¬ 
fully derived his initial budgetary gap of 
Rs 311 crores (subsequently sought to 
be reduced through additional taxation 
to Rs 125 crores). 

While the expenditure estimates are 
escapist, the estimates of revenue re¬ 
ceipts are projections of wishful thinking. 
The gross tax revenue, at the existing 
rates of taxation, has been assumed at 
Rs 5,286.69 crores for 1974-75 as against 
the corresponding budget estimate of Rs 


5,111.56 crores for 1973-74. The revised 
estimates for the latter year stand at Rs 
5,051.99 crores which means a drop of 
about Rs 60 crores. As against this 
lower figure the Finance minister ex¬ 
pects a gain of Rs 235 crores in the new 
fiscal year through the ‘‘natural growth’* 
in tax revenue, This would imply that Mr 
Chavan is placing substantial reliance on 
a boost in the level of economic activity. 
It is difficult to know who or what is en¬ 
couraging Mr Chavan here in his optim¬ 
ism. 

It is true that the Economic Survey notes 
that while it is probable that national in¬ 
come (at constant 1900-61 prices) had 
shown a small decline in 1972-73, in 
spite of industrial production having in¬ 
creased by Over five per cent in that year, 
the rate of growth of national income is 
likely to be about six per cent in 1973-74, 
thanks to a substantial increase in agri¬ 
cultural production. There is however 
considerable doubt that the official ex¬ 
pectation regarding agricultural produc¬ 
tion in 1973-74 relates closely enough to 
the actuals of grain production, parti¬ 
cularly the wheat output. In any 
case it is significant that the revised 
estimate of union excise duties for the 
year 1973-74 is about Rs 107 crores less 
than the budget estimate for that year. 
As against all this the Finance minister 
expects the union excise duties, at the 
existing rates of taxation, to yield Rs 219 
crores more in the budget year over the 
revised estimate for the current financial 
year. This is in spite of the fact that the 
Economic Survey has not only acknow¬ 
ledged frankly that “it is difficult at this 
stage to forecast the course of economic 
activity in J974-75,” but has also noted 
that it is beyond doubt that 1974-75 
would be another very difficult year lor 
the Indian economy. 

Less reassuring outlook 

The National Council of Applied Eco¬ 
nomic Research, taking a view of the eco¬ 
nomic outlook for 1974, is even less re¬ 
assuring. In fact the NCAER contests the 
assumption of the Economic Survey that 
the increase in national income in 1973-74 
is likely to have been of the order of 
six per cent, its opinion is that “with 
insufficient growth in agriculture, hard¬ 
ly any at all in industry and a declining 
railway transport, there would have been 
little or no growth in the national income 
in 1973-74 compared to 1971-72.” As 
for the year that lies ahead, the NCAER 
grants that there is no reason why there 
should not be reasonable progress in 
agriculture but is quick to add that this 
expectation would come true only if supp¬ 
lies of fertilizers and seeds arc adequate 
and timely attention is given to more 


economic and effective ways of applying 
fertilizers. Against this guarded opti¬ 
mism must be set its pronounced pessi¬ 
mism about the course of industrial pro¬ 
duction. Saying that there are a number 
of question marks to he taken into ac¬ 
count here, the NCEAR. emphasizes that 
“industry today is faced with so many 
difficulties — transport, coal and other 
fuels, electric power, shortugc and irre¬ 
gular supply of raw materials, difficulties 
and delays in securing the approval and 
cooperation of public authorities at 
numerous points and, above all, unsati- 
faetory industrial relations--that there is , 
serious danger of there setting in a kind 
of despair sapping the very will to go 
forward.” 

Unwarranted assumption 

Considering this background, is the 
Finance minister justified at all in assum¬ 
ing that the tux revenue at existing rates 
of taxation would necessarily increase 
and that too mainly under the union ex¬ 
cise duties? Mr Chavan has estimated 
with justified caution the revenue from 
customs at existing rates at Rs 916 crores 
in 1974-75 asagaitist the budget as well as 
the revised estimate of Rs 974.20 crores 
lor 1973-74. He should have contented 
himself surely with estimating the net 
improvement under other tax heads at an 
amount which would have just covered 
this anticipated loss (at existing rates) 
under customs. 

There is also an interesting detail in 
the Finance minister’s revenue arithme¬ 
tic which needs to be critically examined. 
In spite of the across-the-board reduction 
in the rates of income-tax on personal 
incomes, which he has rightly announced, 
Mr Chavan expects the yield from income- 
tax to go up from the revised estimate 
for 1973-74 of Rs 673 crores to the budget 
estimate of Rs 709 crores for 1974-75. 
Although he has estimated that the lower 
income-tax rates “would ordinarily have 
resulted in a loss of about Rs 60 crores in 
a full year and Rs 36 crores in the financial 
year 1974-75”, the Finance minister, with 
an innocence nothing short of the angelic, 
has explained that he, however, is “not 
taking any loss into account for budge¬ 
tary purposes as 1 expect that the reduc¬ 
tion in the rates of taxes will lead to 
better tax compliance and full disclosure 
of incomes by all taxpayers.” 

Now it is easy to agree that more reason¬ 
able rates of income taxation would bene¬ 
fit revenue by better tax compliance and 
would moreover provide more revenue 
even more positively by encouraging the 
willingness and ability to work, earn, 
save and invest. But surely these bene¬ 
ficial results cannot come about over- 
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night or even in the ease of a single fiscal 
year, ll is only over a period of time, 
when the community has* gained full 
confidence in the government’s fidelity 
to the principle and practice of reason¬ 
able income taxation, that the incentiMcs 
to better tax compliance or to work and* 
earn more will come into full play. It 
is rather amusing to find the Finance 
minister going on record to the effect that 
he solemnly believes that he has turned the 
hordes of taxpayers into a saintly army 
of honest men by a stroke of his budge¬ 
tary pen. In fairness to the public reve¬ 
nues, Mr Chavan should certainly have 
allowed for the cfTcct of the reduction in 
the rates of income-tax on personal in¬ 
comes while estimating the yield from this 
tax in the budget year. 

Credibility gap 

This, however, is a minor matter. What 
does matter is that the Finance minister, 
while projecting his expenditure estimates, 
has presumably not allowed for the in¬ 
flationary course of prices and, in esti¬ 
mating tax revenue at the existing rates 
of taxation, he has evidently assumed a 
higher level of economic activity in the 
new financial year than may be warran¬ 
ted by objective data or a degree of res¬ 
ponsibility in economic forecasting. This 
disturbing combination of a sin of omis¬ 
sion and a sin of commission must cast 
devastating doubt on the credibility of 
his assessment of the budgetary gap (ex¬ 
clusive of new taxation) at Rs 311 crores. 

What that gap would be is anybody's 
guess, but almost anybody's guess is 
likely to be nearer the truth than that of 
the Finance minister, his colleagues in 
the government or his aides or advisers 
in the administration who have an obvi¬ 
ous vested interest in trying to play down 
this gap. Roughly speaking, the gap 
would not be Rs 311 crores or anywhere 
near that sum, but about thrice as much 
as that figure on the assumption that the 
investment or other programmes contem¬ 
plated in the expenditure estimates arc 
implemented in the main in physical 
terms This being the case, the Finance 
minister’s proposals for raising additional 
funds will have to be dismissed not only 
as ridiculously inadequate but, where 
some of them arc concerned, condemned 
as positively harmful. 

Take, for instance, the self-defeating 
policy for market borrowings. Nor¬ 
mally, genuine market loans arc a legiti¬ 
mate and meaningful way of syphoning 
off surplus purchasing power in the hands 
of the people as an anti-inflationary mea¬ 
sure, but where self-perpetuating and self- 
accelerating inflation is being built into 
the economy by a whole body of govern¬ 


mental economic policies, market borrow¬ 
ing in the way it is now being practised 
is, in anti-inflationary terms, as pointless 
as the antics of a dog trying to chase its 
tail. Worse still, as expert studies, both 
official and non-official, have shown, 
market borrowing, which is now nothing 
else than an euphemism for compulsory 
loans to the government from the na¬ 
tionalised commercial banks, is itself 
contributing enormously to the inflationary 
expansion of money supply. 

The Economic Survey has described 
the situation in the following words: 

“In 1969-70, net bank credit to the com¬ 
mercial sector was the most important factor 
contributing to the expansion or money sup¬ 
ply. However, since 1970-71, net hank credit 
to government has exercised far more ex¬ 
pansionary influence on money supply than 
net bank credit to the commeicial sector. 
Moreover, since 1970-71, the Reseive Bank 
credit to government has accounted for a much 
larger proportion of the increase in net bank 
credit to government than net commercial bank 
credit (to government). The Reserve Bank 
credit to government increased by Rs 671 
crores in J 971-72 and Rs 784 crores ip 1972-73. 
The corresponding figures for the increase in 
commercial banks* net lending to government 
are Rs 301 crores and Rs 523 crores respec¬ 
tively. 

“Judging by the data for the period March 
31, 1973 and January 25, 1974, net bank credit 


to government is likely to renting predomi¬ 
nant influence on the growth of money supply 
in the current fiscal year as well. Thus whereas 
between March 31, 1973 and January 25, 
1974 net bank credit to government increased 
by Rs 1,032 crores, net bank credit to the com¬ 
mercial sector declined by Rs 171 cores. It 
should be pointed out, however, that, the dec¬ 
line in net bank credit to the commercial sector 
was p.ot due to any fall in commercial banks* 
credit (in fact it rose much faster in 1973-74 
than in 197*-73), but due to a larger expansion 
in lime deposits with banks. Further, it is 
worth noting that as compared to J 972-73 * net 
Reserve Bank credit to government in the cur¬ 
rent fiscal year has assumed a much larger role 
than net commercial bank credit to government. 
During the period March 31, 1973 and January 
25, 1974, net Reserve Bank, credit to govern¬ 
ment increased by Rs 816 ctores, and commer¬ 
cial banks* net lending to government went up 
by Rs 216 crores. This is to be compared with 1 
an increase of Rs 480 crores in net Reserve Bark 
credit to government and of Rs 594 crores m 
net commercial banks* lending to government 
during the corresponding period of 1972-73. 

“Commercial banks* lending to government 
takes the form of investments ir government 
secu r itics, including treasury bills. The fact 
that, despite a substantial increase in deposits, 
commercial banks* investments in government 
securities increased much less in the current year 
as compared to the previous year, may be part¬ 
ly due to impounding by the Reserve Bank in 
1973 of a part of commercial banks* deposits 
(through an increase of four percentage points 
in the statutory cash reserve ratio). In the ab¬ 
sence of this impounding* »t ** likely that a part 
of the immobilised bank reserves may have been 
invested by banks in government securities. 
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This has to be borne In mind in interpreting the 
monetary data as well as the figures of budget 
deficit for 1973-74. 

‘The events of 1973 also cast some doubt on 
the validity of the usual economic distinc¬ 
tion between commercial bank and Reserve 
Bank credit to government. To the extent 
that impounding of bank’s deposits and 
commercial banks’ investments in govern¬ 
ment securities are substitutable, it is argu¬ 
able whether there is much difference in the 
monetary impact of a government expendi¬ 
ture financed by borrowings from the Reserve 
Bank as against commercial banks’ investments 
in government securities, In retrospect, it ap¬ 
pears that the relative inflationary impact of 
government spending cannot always be proper¬ 
ly assessed by making a distinction between 
borrowing from the commercial banks as 
against borrowing from the Reserve Bank. 
For a sound anti-inflationary policy, it is essen¬ 
tial that government investment in excess of go¬ 
vernment savings ought to he matched by 
excess of private savings over private investment. 
The manner in which excess private savings arc 
transferred to the public sector is of much less 
significance for the control of inflation than is 
sometimes assumed in discussions of monetary 
policy.” 

We may now turn to what Professor 
Vakil and his fellow economists have to 
say on this issue: 

‘The increase in bank credit to the govern¬ 
ment and the industrial-commercial sectors, 
in excess of the increase in net time deposits 
with the public, is the outstanding proximate 
factor in determining the rate of annual 
variation in the money stock. During the 
end of 1%9 and of the third week of January 
1974, bank credit had increased by 87 per cent. 
The high rate of growth of money supply which 
has currently accelerated to a 20 pet cent annual 
increase, is thus due to the excessive rate ot 
issue of bank credit to the government and the 
industrial-commercial sectors. 

"The explosion in bank credit to the go¬ 
vernment sector is due to the continuous pro¬ 
cess of step-up in government outlays without 
a corresponding step-up in non-inflnt ionary 
sources of receipts; in fact, such sources 
as a proportion of government expenditures 
have been shrinking. Whereas bank credit 
financed six per cent of government expendi¬ 
ture in 1968-69, this proportion had risen 
to 13 per cent in 1972-73. With a stable 
government expenditure ratio to GNP (based 
. on official^ reckoned prices and incomes) 
of about 20 per cent, a stable tax-revenue 
ratio to GNP of 12 per cent to 13 per 
cent, a dwindling ratio of non-tax revenue tend 
aid) receipts to GNP, the accumulation com- 
• ponent of government expenditure has slumped 
to 4.5—5 per cent of GNP from 7.6 percent 
in 1965-66. The large budgetary deficits that wc 
arc witnessing year by year have very limited 
relation to the goal of capital accumulation. 
They involve a draft on the surplus of basic 
goods in the economy with only a meagre cont¬ 
ribution to the growth of capacity to produce 
such materials. Basic goods are wage-goods 
and imputs for wage goods. 

"The credit upsurge to the commercial 
sector is largely emanating from the augmen¬ 
tation of the cash and liquidity base of the com¬ 
mercial hanks, as a result of the secondary im¬ 
pact of increase in bank credit to the govern¬ 
ment sector; also from the rising base for bor¬ 
rowing due to the increase in collateral values, 
from the high and rising ratio of bank credit to 
inventories on the part of large medium-sized 


private firms, from the high levels in the ratios 
of inventories to sales in public industrial and 
commercial undertakings, and from the grow¬ 
ing extent of bank credit dependence on the 
part of state trading organisations, whose num¬ 
ber and scope or operations are expanding, 
without a corresponding mobilisation by banks 
of the cash resources thus released from the 
role of inventory-finance to the privately trad¬ 
ing sector. The rate of growth of bank credit 
to the industrial-commercial sector bears no 
meaningful relation to the rate of growth of 
manufacturing output or of total output.” 

We may now listen to Dr V.K.R.V. Rao 
and the team from the Institute of Econo¬ 
mic Growth: 

4 ’This increase in money stock, which wc arc 
treating as a proxy for the increase in aggregate 
effective demand, is not ascribable to any libe¬ 
rality in tending to the private sector or a run¬ 
away credit expansion in favour of the private 
sector. Even the deficit financing by state go¬ 
vernments through overdrafts has been brought 
under control during the last year though its 
effect on the inflationary situation has perhaps 
been offset by large central loans to them for 
drought relief and the so-called crash agricul¬ 
tural programmes. The real and the most cons¬ 
picuous single factor behind the increase in the 
money stock is the borrowings of the central 
government from the Reserve Bank or deficit 
financing by the government of India”. 

Proceeding, Dr Rao and his group ar¬ 
gue: 


“The Reserve Bank has no provision for 
controlling the volume of currency which is 
expandable with the addition of rupee securities 
of government and government can add to the 
volume of its rupee securities at will with (he 
Reserve Bank because of Its power to create 
ad hoc securities. The Reserve Bank has the 
power and docs try to control the volume of 
bank money by regulating the rate of interest 
and cash ceservc ratios and liquidity ratios; but 
it has no real rule about the permissible limits 
of currency expansion and contraction as far 
as government requirements arc concerned. 
The Bank does its job fairly efficiently as far as 
seasonal requirements for expansion and cont¬ 
raction arc concerned, but it has no real policy 
as far as the secular growth of the money stock 
is concern;d, especially that of Ihe high-powered 
money created by deficit financing which docs 
not liquidate itself over time but keeps on in¬ 
creasing the money stock and adding to its multi¬ 
plier effect,” 

Although the various sources quoted 
here differ in phrasing, emphasis or even 
in some respects argument, there is clearly 
striking unanimity of opinion among these 
authorities that the government's market 
loans cannot be accepted mechanically as 
anti-inflationary financing and that, on 
the contrary, they have been adding 
positively to the inflationary expansion 
of money supply. An extremely interest¬ 
ing point emerging from this discussion 
is that the impounding by the Reserve 
Bank of a part of commercial banks' de¬ 
posits through an increase in the statutory 
cash reserve ratio is less significant 
than it may seem as a measure of mone¬ 
tary discipline since the Reserve Bank 
itself has “no real rule”, as Dr Rao and 


his associates put it, “about the permissi¬ 
ble limits of currency expansion und con¬ 
traction as far as government require¬ 
ments are concerned." This group em¬ 
phasizes in this connection the point that 
“the Reserve Bank has no provi^on for 
controlling the volume of currency which 
is expandable with the addition of rupee 
securities of government and govern¬ 
ment can add to the volume of its rupee 
securities at will with the Reserve Bank 
because of its powci to create ad hoc 
securities," 

Considered in the light of these views the 
Finance minister's decision to raise Rs 
498 crores of net receipts from market 
borrowing as against the sum of Rs472 
crores figuring on this account in the re¬ 
vised estimates for the current financial 
year does not at all carry reassuring 
implication about the government's 
willingness or ability to arrest the rot of 
the cont inuous inflat ionary financing of its 
expenditure in the course of 1974-75. On 
the contrary, a higher level of market 
borrowings, in association with a budge¬ 
tary deficit of large and really unpredic¬ 
table dimensions, must arouse the most 
profound concern in the country about 
the prospective trends in money supply. 

Multiplier effect 

Dr Rao and the economists from the 
Institute of Economic Growth believe 
that the economic crisis posed by infla¬ 
tion demands that there should be a com¬ 
bination of fiscal and monetary policies 
which would ensure that the level of mo¬ 
ney stock would keep pace with the growth 
in real output or national income at 
constant prices. Defining the Finance 
ministry's role in this matter they have 
recommended that the ministry should 
accept the constraining influence of the 
relation of deficit financing to the money 
stock and the effects thereof on the price 
levels and its own future expenditure. 
They advocate 1 hat there should be a clear 
understanding on the part of the Finance 
ministry of the multiplier effect resulting 
from the increase in money stock by deficit 
financing and the limits that should 
be maintained of the volume of deficit 
financing. It is argued that, just as the 
Finance ministry does not go in for un¬ 
limited increases in the rates of taxation, 
it must also explicitly recognize the limits 
of deficit financing, as had been done 
earlier by the concept of Safe deficit 
financing'. 

According to Dr Rao and the asso¬ 
ciated economiststhis is where the Reserve 
Bank should also be brought into the 
picture by investing both the Finance 
ministry and the Reserve Bank with the 
obligation for practising combined dis- 
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ciplinc for regulating the. secular growth 
of the money stock. Two considerations 
arc put forward here. First, the level of 
money stock should take note of the increa¬ 
sed demand for money resulting from the 
extending monetization of the economy* 
and at the same tunc take into account 
the decrease in demand resulting from the 
more efficient operation of the monetized 
economy in respect of the use of cash for 
transactions. Secondly, the level of money 
stock should allow for the increased ex¬ 
penditure requirements of government 
during exceptional years of stress 
and strain hut should provide for the auto¬ 
matic, extinction of the increased money 
s supply by treating the addition as short¬ 
-dated loans to be repaid within one or 
• two years of its creation. They point out 
-that the policy that would then emerge 
“ would be a rule limiting the expansion of 
, currency on government account and pro¬ 
viding for automatic extension of any addi- 
f lion to this level within a very short period, 

, say, a year or so. 

Drastic remedies needed 

Professor Vakil and the other academic 
economists who have joined him in pres¬ 
cribing a policy to contain inflation how¬ 
ever arc convinced that more drastic re¬ 
medies are called for. They demand 
that a national ceiling, an effective tar- 
, get-ceiling, on the annual rate of increase 
in money supply should be set with 
due regard to the maximum forecast- 
rate of visible expansion in the output of 
basic consumption necessities in the short 
period. In their view, under our condi¬ 
tions, the latter rate, taking the good 
years along with the bad, falls between 
two oer cent and four per cent. After 
discussing various assessments of what 
the annual rate of increase in money sup¬ 
ply should be, they have proposed provi¬ 
sionally a ceiling of five per cent per an¬ 
num in the annual growth rate in the mo¬ 
ney supply during the fifth Plan. They re¬ 
commend that, given this ceiling and the 
target of an incentive-determined rate of 
growth of fixed deposits with banks, 
it should be the task of the fiscal and 
monetary authorities to apportion the 
resulting expansion in credit potential 
between the needs of (he government and 
the commercial sectors. 

On a more detailed plane they advo¬ 
cate a substantial reduction in govern¬ 
ment borrowing from the commercial 
banks, a considerable reduction in the 
overall dependence of industry on bank 
credit and finally a once-over, single-step 
cut in money supply and consequently 
incomes and money prices. They believe 
that, without this heroic remedy,an effec¬ 
tive and enduring traverse from a hyper- 
inflationary phase to a non-inflationary 


phase cannot be successfully accomp¬ 
lished under current Indian conditions. 

Differing from the Wanchoo Commi¬ 
ttee they reject demonetization and in 
its place they propose that all the out¬ 
standing currency with the public and 
the banks, (excluding low denomination 
notes), as well as of bank deposits (current 
accounts only) should be reduced in value 
by 30 per cent. Holders of currency notes 
of high denomination may be given spe¬ 
cial savings certificates of the value of 
the cut; no time limit need be imposed 
for the obtaining of these certificates. 
Holders of bank accounts should be 
credited with blocked accounts of the 
value of the cut. The above certificates 
and blocked accounts may be cashed or 
released after 20 years and should carry 
an interest of five per cent which can be 
taken in cash or credited to the account 
of the parties each year. In this way a 
significant part of the money supply will 
be immobilized. 

Whether an absolute cut in money 
supply should immediately become the 
target of economic policy could be 
doubted, but it is clear that unless the 
inflationary phase in the economy is 
brought under control through sound 
fiscal and monetary policies starting 
with the new financial year, even more 
desperate measures may well become 
necessary for recapturing economic 
stability for the nation; it should be 
obvious, of course, that the restoration 
of economic stability under such condi¬ 
tions could only be at a low level of eco¬ 
nomic activity. 

Indifference to inflation 

Viewed in this perspective, the scheme 
of the central budget ought to lighten 
us because of its evident indifference to 
the implications or demands of the in¬ 
flationary phase in the economy. The 
projection of a residual deficit of Rs 125 
crores means that Mr Chavan is lavishly 
giving hostages to fortune. Dr Minhas, 
whom it has become fashionable to appeal 
to, has caustically remarked that this 
estimate of the deficit would only acquire 
some much-needed credibility if a zero 
were to be added at the end. Whether 
he is exaggerating or not is beside the 
point. What is absolutely relevant to the 
present discussion is that the Finance 
minister is taking impermissible risks with 
the possibility of an explosive expansion 
in money supply as a direct consequence 
of his failure to frame a budget which 
adequately takes into account the nature 
and scale of the inflationary phase in our 
economy. 

The across-the-board cut in the rates 
of income-tax on personal incomes is 


wholly justified, hut there is surely no 
warrant for Mr Chavan casually wishing 
away the resultant revenue loss. On the 
contrary* he ought to have made an at¬ 
tempt here and now to ensure that this 
reform Is paid for. One way of doing 
this could be a suggestion which the 
Vakil group has made. The relevant 
recommendation is that stricter guide¬ 
lines should be prescribed for differen¬ 
tiating between permissible and non- 
permissible business expenses for tax 
purposes. This could be useful but it 
may not be enough. 

Widespread perquisites 

It is well known that the provision of 
perquisites in the form of entertainment, 
housing or conveyance allowance or other 
forms of remuneration has become 
widespread in the corporate sector and 
the situation is even worse in the case of 
legislators and ministers in whose case a 
whole range of perquisites are exempt from 
tax. It should certainly be considered 
whether this category of tax privileges en¬ 
joyed through perquisites by individual 
assessees, whether they are executives in 
the corporate sector or legislators 
or ministers, should not be totally 
abolished. In order that genuine hardship 
may be avoided, a children's education 
allowance at a flat rate of Rs 1,000 per 
year may be considered for individual 
assessees with taxable incomes of Rs 
18,000 per year or less. This allowance 
should be in lieu of conveyance or other 
allowances now provided for in the in¬ 
come-tax law and it Should be available 
for all married assessees irrespective of the 
number of children or even if they have no 
children at the given time. This condi¬ 
tion is necessary if family planning is not 
to be discouraged. 

The Vakil group has rightly stated that 
there i.s “scope for a reduction in various 
subsidies which amounted in 1971-72 
to nearly Rs 1,000 crores or about three 
per cent of the Gross National Product 
in that year.” It argues that, unless these 
subsidies serve a definite fiscal purpose in 
achieving crucial socio-economic goals, 
t here is room for pruning them drastically. 
It may be said that there are at least two 
categories of subsidies to which the sur¬ 
geon's knife may be taken. The first is 
the various forms of export subsidies, 
particularly cash subsidies. There is rea¬ 
son to believe that international supply 
and price situations have materially 
changed in the case of a number of export 
commodities or goods making it possible 
for the government to review critically 
the need for the continuance of several 
incentive schemes of subsidies. 

It is even more important that the issue 
of food subsidies should be realistically 
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dealt with. It is not at all clear that the 
food subsidies are really subsidies for the 
benefit mainly of the poorer sections of 
the community, or even for consumers as a 
whole. On the contrary, it is becoming 
jnjgre and more a subsidy for the Food 
Coloration of India or the failures in 
i, government’s food policy. It has been 
pointed out that the food subsidy is based 
on the difference between the issue price 
fixed by the government of India for indi¬ 
genous foodgrains and the economic cost 
worked out by the Corporation. The eco¬ 
nomic cost includes the procurement price 
paid to the producer and the average 
^ procurement, storage and other inciden¬ 
tals. The budget provision for 1 he subsidy 
in 1973*74 was stepped up lo Rs 130 
crores from Rs 117 crores in 1972-73. 
In the revised estimate for 1973-74, the 
corresponding figure stands at Rs 251 
crores. For the new financial year Mr 
Chavan has provided Rs 100 crores for 
this purpose, but it has been freely 
admitted by official spokesmen that this is 
> a notional figure to which not much im¬ 
portance can be attached. 

Middlemen's charges 

It is not untrue to say that much of the 
food subsidy is nothing but the middle¬ 
men’s charges of the Food Corporation 
of India and it is also broadly true to say 
that the only service rendered by the Cor¬ 
poration is the storage and movement of 
grain from surplus areas to deficit areas. A 
question has been raised whether a mar¬ 
gin of the order of 30 per cent is a fair 
payment for this operation. It is indeed 
most desirable that the food subsidy in 
its present form should be abolished. The 
governmenl’sfood procurement and distri¬ 
bution policies have been demonstrably 
lil-conceivcd and mismanaged. The food 
subsidy only enables the government to 
shift to the taxpayer the financial burden 
of its political pig-hcadcdncssor administ¬ 
rative incompetence. There is no justifica¬ 
tion at all for believing that the food sub¬ 
sidy, as it is being operated at present, 
has helped to ease the load of the high food 
prices on the people at large. There is 
even less proof that it has any appreciable 
anti-inflationary effect. It is, at the best, 
the conscience money which a guilt-cons¬ 
cious government pays to the public and, 
it the worst, a premium on corruption, 
waste and general inefficiency in govern¬ 
ments’s food policy. 

To the extent that a limited scheme of 
subsidy could be operated for the benefit 
of people at or near subsistence levels,, it 
is quite reasonable that the finance should 
be found by charging more for food pro¬ 
vided through controlled distribution to 
slightly better placed sections of the 
community. For the rest of the popula- 
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tion a free market in foodgrains served 
by an efficiently regulated system of food 
movement across the country would easi¬ 
ly be the best bet under the circums¬ 
tances. There is no reason to believe that 
the general level of food prices will be 
higher under the scheme than it is under 
the existing corrupt and inefficient formu¬ 
lation or administration or food policy. 
To the extent that the elimination of the 
food subsidy in its present form helps to 
reduce deficit financing or an expansion 
of money supply, the net benefit to the 
public may well be more than the bene¬ 
fit such as it is from the present food 
subsidy. 

Open-end { ?d commitment 

The government's commitment lo com¬ 
pensate its employees for rises in the cost 
of living index is an even more impossible 
opin-ended commitment which ought to 
bi ended at once. To what extent this 
policy has helped to compensate its bene¬ 
ficiaries for the damage done to 1 heir 
living standards by inflation is clearly 
open to debate. But what cannot be 
doubted is that the rising, non-produc¬ 
tive out lavs in the Government sector arc 
certainly contributing to the inflationary 
character of the government’s budgetary 
operations, and since the expenditure on 
the salaries and other emoluments of go¬ 
vernment employees is a substantial and 
fast-growing item in the government’s 
spending on civil administration or the 
running of its public utilities, it is surely 
right that its growth should be brought 
under strict* control Given the grave 
economic crisis jn the country, there is 
complete justification for the government 
suspending for the time being the opera¬ 
tion of the Pay Commission formula for 
the periodic revision of the dearness 
allowance in terms of the rise in the cost 
of living. 

Referring to customs duties the Finance 
minister stated that “in view of the moun- 
ting world-wide shortages and unprece¬ 
dented rise in international prices of a 
wide array of imported goods, my propo¬ 
sals in regard to import duties are no more 
than marginal.” The validity of this ap¬ 
proach is by no means self-evident. Unless 
it is assumed that the elasticity of supply 
in the case of imported goods is com¬ 
plete as also the inelasticity of demand, 
there is no reason for believing that rising 
international prices must necessarily rule 
out increases in import duties. On the 
contrary, in a situation which so obvious¬ 
ly calls for economy in the use of imported 
oods, the national interests may well be 
eltcr served by import duties also contri¬ 
buting to this end. 

While customs duties are at present be- 
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ing levied at three differential rates of 20 
per cent, 10 per cent and five per cent, 
the Finance minister’s proposal has been 
restricted to raising the rate applicable 
to the middle slab from 10 per cent to 15 
per cent. It is worth considering whether 
the differential rates should not be re¬ 
duced to two, namely, five per cent and 
20 per cent, with the five per cent duly 
being limited to as few items as possible. 
Simultaneously, il the government would 
scrap its policy of canalizing imports 
through stale trading agencies and allow 
normal trade channels at least to com¬ 
pete with the STt\ MMTC oi other 
agencies or sub-ageneics in the import 
trade, the nation may well be able to 
obtain its supplies of essential imports 
at reasonable prices even in the face of a 
substantial increase in customs duties. 
Once again, similar to the case of the Food 
Corporation of India, the real beneficiary 
of any fiscal moderation or liberality on 
the part or the government would well be 
the slate Irading agencies where the Fi¬ 
nance ministry’s practice of restraint 
with regard lo customs duties arc con¬ 
cerned. 

Making bad worse 

The central budget then has ignored the 
available evidence pointing to the grave 
character of the inflationary phase through 
which the economy is now passing. Con¬ 
sequently, it is attempting lo spend either 
what it has not got or what it can get 
only at the expense of the country, that 
is, at the risk of making a bad inflationary 
situation worse. By adopting this casual 
altitude towards the ailing national eco¬ 
nomy, the Finance minister has done a 
disservice not only to the government by 
rendering its economic policies more than 
ever suspect, but also to the country by 
forcing it to lose whatever faith it still 
has in the seriousness or iclevance of the 
government’s concept or practice of de¬ 
velopment planning. 
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Direct taxes: 
a case of the 
curate’s egg 

S.P. Chopra 

During the last 24 years, the share of 
direct taxes in the total lax revenue (in¬ 
cluding the share of the states) of the 
government of India has been steadily 
declining. As Tabic l below shows, di¬ 
rect taxes constituted 43.3 per cent of the 
total lax revenue in 1950-51; in 1974-75, 
their share had fallen to 27.9 per cent 
only. It means that roughly out of every 
four rupees raised by the government 
through taxation, only one was raised 
through direct taxes. Among the direct 
taxes, income tax on individuals, Hindu 
undivided families, partnerships etc. 
commanded the top position in 1974-75 
(budget estimates) with a yield of Rs 709 
crorcs followed by corporate tax at Rs 
661 crores; wealth tax, estate duty, gift 
tax and others are expected to yield no 
more than Rs 64.90 crores. The rates of 
direct taxes, both on individuals and the 
corporate sector, were raised to penal 
levels almost a decade ago and offered little 
room for increase; the yield from these 
taxes increased through expansion in busi¬ 
ness activity and the consequent increased 
incomes and profils. 

A secular 10 to 15 per cent rate of an¬ 
nual increase under direct taxes has been 
witnessed in recent years but no further 
scope exists for increasing the lax rales. 
In the case of well-run companies, the 
impact of corporate taxes is us high as 70 

Table l 

Tax Revenue (including the share of the 
states) 

(Rs crores) 


Year 

Direct 

Indirect 

Total 


taxes 

taxes 

taxes 

1950-51 

175.23 

229.31 

404.54 


(43.3) 

(56.7) 

(100.0) 

1955-56 

171.16 

313.97 

485.13 

(100.0) 

1960-M 

292.06 

603.45 

895.51 

(100.0) 

1965-66 

598.30 

1462.37 

2060.67 

(100.0) 

1970-71 

869.52 

2337.27 

3206.79 

(100.0) 

1974-75 

1434.90 

4063.81 

5498.71 

(Budget) 

(27.9) 

(72.1) 

(100.0) 


Source: Indian Economic Statistics, 
Ministry of Finance 


p;r cent and some of the foreign compa¬ 
nies are called upon to pay even higher 
rates of taxes. 

That direct taxation in this country 
had reached the saturation limit has been 
accepted by all except the government. 
Year after year the Finance minister 
was urged at budget time to provide some 
relief to the harassed taxpayer but all 
such pleadings in the past had fallen on 
deaf cars. It was the Direct Tax Enquiry 
Committee (popularly known as the 
Wanchoo Committee) which in its report 
submitted to the government in Decem¬ 
ber 1971 had brought out in unmistak¬ 
able terms the evil effects of the policy 
of confiscatory rates of taxation. Among 
other reasons causing tax evasion, crea¬ 
tion of black money and its proliferation, 
high rates of taxation under the direct tax 
laws were given the top position. Here is 
the finding of the Wanchoo Committee: 

“When the marginal rate of taxation is 
as high as 97.75 per cent, the net profit 
on concealment can be as much as 4,300 
per cent of the after-tax income. The 
implication of 97.75 per cent income tax 
is that it is more profitable at a certain 
level of income to evade tax on Rs 30 
than to earn honestly Rs 1,000. We will 
not be surprised that placed in such a 
situation, it would be difficult for a 
person to resist the temptation to evade 
taxes". 

II may be recalled that after the Wan¬ 
choo Committee report was published 
more than two years ago, it was the central 
ministry of Finance which had tried to 
put together all the arguments at its dis¬ 
posal in order to counter the plea for a 
reduction in direct taxes. It was argued 
that those individuals who had evaded 
taxation through fradulenl means because 
the rates of taxation were high, would 
not all of a sudden become honest if the 
marginal rate of tax was lowered by 10 to 
20 per cent. Happily, the Finance minis¬ 
ter had at last realised the extent of harm 
caused by penal rales ot taxation to the 
economy and has, in the latest budget, 
consented to reduce the highest marginal 
rate of taxation from 97.75 per cent to 
70 per cent. With a surcharge of 10 per 
cent on income tax, the highest marginal 
rate of tax would be 77 per cent as against 
75 per cent recommended by the Wanchoo 
Committee. As suggested by the Wan¬ 
choo Committee, the tax rates at the mid¬ 
dle and lower levels of incomes have also 
been reduced. Also, the exemption limit 
has been raised from Rs 5,000 to Rs 6,000. 

As Table II *ihows, the reduction 
in tax liability progressively increases be¬ 
yond an income of Rs 12,500. At the 
lowest level i. e. Rs 6,000, the raising of 


the exemption limit would mean a fall 
in the tax incidence by Rs 110 but this 
benefit would dwindle to Rs 77 at Rs 
7,500 and to Rs 22 only at Rs 10,000, 
At Rs 12,$00 it would once again rise to 
Rs 77. No reason has been advanced fpr 
the regression in the tax benefit allowed 
between the levels of income bet aiSi Rs 
6,000 and Rs 10,000. 

Table If 

Incidence of Tax at Selected 
Levels of Income 
(Individuals) 


ico me 

(Rs) 

Tax at 
1974-75 
rates 
(Rs) 

Tax at 
1975-76 
rates 

(Rs) 

Reduction 
in tax 
liability 
(Rs) 

5,000 




6,000 

no 


no 

7,500 

275 

198 

77 

10,000 

550 

528 

22 

12,500 

1,018 

941 

77 

15,000 

1,485 

1,353 

132 

20,000 

2,875 

2,453 

422 

40,000 

12,650 

J i ,803 

847 

50,000 

19,550 

17,303 

2,247 


Mr S. Bhoothalingam, formerly sec 
retary in the ministry of Finance, made 
out a strong case for raising the exemp¬ 
tion limit to Rs 7,500 in his report on ra¬ 
tionalisation and simplification of the lax 
structure submitted to the government in 
1967. Two reasons had been advanced by 
him in support of his contention. First, 
prices had more than doubled since 1948 
when the exemption limit was Rs 3,000. 
Second, practical administrative consi¬ 
deration demanded the raising of the 
exemption limit because the amount collec¬ 
ted by way of taxation from the lower in¬ 
come-brackets was small while the number 
of assessments was significantly large. He 
had based his assessment on the 1963-64 
data but the most recent figures in Table 
Ill (p. 407) support his thesis. In 1969-70, 
the number of individuals assessed to in¬ 
come tax was 1.7 millions out of which 
more than half ■ - 902,871, to be precise 
■ - were in income ranges below Rs 7,500. 
The total tax payable in respect of these 
assessces was Rs 12,48 crorcs — less than 
five per cent of the total tax assessed., 
Surely, the cost involved in assessing to 
tax such a large number or assessees 
absorbed the bulk of tax collected from 
them, it was, therefore, not a fruitful 
exercise. 

While the Finance minister has not 
raised the exemption limit to Rs 7,500 as 
suggested by Mr S. Bhoothalingam —■ 
there was added reason for doing so in 
view of the more than doubling of prices 
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since 1967 - -- he has provided certain other 
concessions including the reduction in 
tax rates which will no doubt result in 
providing substantial relief to all income- 
tax assessees including those in the lowest 
income ranges. Special mention needs to 
be made of the standard deduction — 
maximum Rs 3,500 -- which will take the 
place of deductions in respect or pur¬ 
chase of books, fees and taxes on profes¬ 
sions, trades and conveyance allowance. 

This deduction will be related to the 
•salary drawn by an individual. In the 
case of persons drawing Rs 10,000 or less 
a year, the standard deduction would be 
20 per cent of the salary. In cases where 
the salary exceeds Rs 10,000, the standard 
deduction would be Rs 2,000 plus 10 per 
cent of the salary in excess of Rs 10,000 
subject to the ceiling of Rs 3,500. In this 
way, the expenditure incidental to em¬ 
ployment has been made a function of the 
salary drawn and the irksome procedure 
•of maintaining vouchers for such expen¬ 
diture has been done away with. This 
is indeed a welcome step because many an 
income-tax officer insisted upon proof of 
having spent Rs 500 on books, failing 
which he used his discretionary power to 
scale down this benefit. This also applied 
to other expenditure incurred by an asscs- 
see in the discharge of his official duties. 

Exemption for the salaried 

Since the standard deduction would be 
available to every salaried person, it would 
result in tax exemption up to Rs 9,500 
(the exemption limit having been raised * 
to Rs 6,000); in addition, those who have 
earnings from interest on deposits, divi¬ 
dends etc., will enjoy tax exemption up to 
Rs 3,000. All these changes do add up to 
a substantial benefit to income-tax asses- 
sccs but how much oT it would be saved 
and invested, is a different question; the 
current galloping inflation in the economy - 
might wipe out all the reliefs provided by 
the Finance minister. 

The wealth tax which was levied for 
the first lime in the assessment year 1957- 
58, has been made relatively more harsh 
for net wealth above the level of Rs - 
500,000. The rate of tax on the slab of 
Rs 500,Qf« to Rs 1,000,000 will be raised 
From two per cent to three per cent and 
on the next slab of Rs 1,000,001 to Rs 
1,500,000 from three per cent to four per 
cent. In the case of Hindu undivided 
families having at least one member with 
net wealth exceeding Rs 100,000 the rate 
of tax on the first slab of Rs 500,000 will 
be increased from two per cent to three 
per cent and on the next slab from three - 
per cent to four per cent (See Table IV). 
The increase in tax liability in 
the case of HUFs has been made much 


TAHLIi III 

Classification of Income Tax payable by individuals 

Assessment by ranges of total income assessed —1969-70 


Range of total 
income assessed 
(Rs) 


Below 

4,000 

4,001 

5,000 

' 5,001 

7,500 

7,501 

10,000 

10,001 

12,500 

12,501 

15,000 

15,001 

17,500 

17,501 

20,000 

20,001 

25,000 

25,001 

30,000 

30,001 

40,000 

40,001 

50,000 

50,001 

60,000 

60,00! 

70,000 

70,001 

100,000 

100,001 

200,000 

200,001 

300,000 

300,001 

400,000 

400,001 

500,000 

Over 

500,000 


1 otal Total 

income income 

assessed tux 

\ Rs lakhs) payable 

(including 
super tax 
and 

surchUrge 
(Rs lakhs) 


11125 

306 

9 

271837 

12277 

146 

618909 

38228 

1093 

256319 

22207 

1146 

159391 

J7794 

1243 

105673 

14586 

1297 

66911 

10776 

1069 

47927 

8956 

1098 

60698 

13483 

1912 

34895 

9498 

1680 

38002 

13094 

3086 

15325 

6799 

2001 

9189 

4997 

1678 

4998 

3221 

1204 

6617 

5462 

2301 

3678 

4862 

2561 

615 

1485 

886 

228 

786 

459 

114 

507 

31! 

238 

2191 

1467 


Number 

of 

assessees 

(Number) 


_ Total _ 1752689 191515 26653 

Not6: The data relate to demand raised on regular assessments. 

Source: All India Income Tax Statistics. 


Table IV 

Incidence of Wealth Tax 


___ ( ,n thousands of rupees) 

M L Individuals and HUFs (other HUFs (having at least one 

Net Wealth than those having at least one member with independent 

member with net wealth over Rs net wealth over Rs 1.00 0001 

i nn nnrv\ ’ * 7 



A 

B 

c 

A 

B 

C 

300 

3 

3 


6 

9 

3 

400 

4 

4 

— 

8 

12 

4 

500 

5 

5 

_. 

10 

15 

5 

600 

n 

8 

1 

13 

19 

6 

700 

9 

11 

2 

16 

23 

7 

800 

11 

14 

3 

19 

27 

8 

900 

13 

17 

4 

22 

31 

9 

1.000 

15 

20 

5 

25 

35 

10 

1,500 

30 

40 

10 

65 

75 

10 

2,000 

70 

80 

10 

105 

* 115 

10 


A: Wealth tax at existing rates. 

B: Wealth tax at rates proposed in the Finance Bill 1974. 
C: Increase in tax liability. 
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steeper th^n in the case of individuals be¬ 
cause the government wishes to dis¬ 
courage the formation of HUFs. 

The argument advanced in favour of 
the rise in wealth-tax rates islhcdesfre 
of flic government to reduce disparities in 
income and wealth. On the one hand the 
Finance minister has conceded the point 
that confiscatory rates of tax lend to en¬ 
courage evasion and lead to increase in 
black money, while on the other he has 
made wealth (ax still moic harsh. In 
selected cases, income lax and wealth tax 
together would equal almost the whole 
oil* the income in a year. Surely, the Fi¬ 
nance minister has not shown consis¬ 
tency in his approach to the problem of 
taxation. 

At the higher levels of income, the im¬ 
pact of the drop in the marginal rales of 
taxes would be counterbalanced by the 
upward rc\ision in the wealth tax rates. 
If the Finance minister was convinced 
about the harmful effects of high rales 
of taxes on the economy, he should have 
resisted the temptation io raise wealth-tax 
rates. As Tabic V shows, the total 
yield from tins tax is expected to be no 
more than Rs *10 crorcs in 1974-75 less 
than one per cent of the total tax revenue 
of the couiltrv. This tax would bi"-dtv 


promote savings in the economy as it is 
designed to penalise the wealthy for not 
having recklessly squandered their earn¬ 
ings or acquisitions gained over one or 
more generations. 

Tahix V 

Wealth Tax 

(Rs crores) 


1950-51 

Nil 

1955-56 

Nil 

1960-61 

8.15 

1965-66 

12.05 

1970-71 

11.11 

1974-75 

15.62 

(Budget) 

40.00 


There was little justification for the in¬ 
crease in the rale of surtax firm 30 per 
cent to 40 per cent in respect of t he charge¬ 
able profits exceeding 15 per cent of capi¬ 
tal. The reason advanced by the Finance 
minister, Mr Y B. Chavan, was that some 
of the industrial companies were making 
windfall profits as a result of the change in 
pricing policies and he fell that the ex¬ 
chequer should also secure a larger share 
of these profits. According to hi< compu¬ 
tations. this enhancement m Ibc retr of 


surtax would yield additional five crores. 
of rupees in a full year which would accrue* 
in 1975-76. The most forthright condem¬ 
nation of this tax was made seven years ago 
by Mr S. Bhoothalingam, formerly secre¬ 
tary in the ministry of Finance and pre¬ 
sently Director-General, "National Coun¬ 
cil of Applied Economic Research, in his- 
report on Rationalisation and Simpli¬ 
fication of the Tax Structure. Said 
Mr Bhoothalingam: 

“The surtax in effect introduces the pro¬ 
gressive principle which, while eminently 
appropriate in the case of individuals as. 
reflecting both capacity to pay and social 
justice, is completely inappropriate in the 
case of impersonal organisations. The 
base of the surtax corresponds pretty 
closely to capital effectively employed. A 
higher discriminatory rate of tax, there¬ 
fore, penalises the more effective use of 
capital". 

The Direct Taxes hnqiiiiy CYr. miltce 
headed by Mr K.N. Warcbco bed exa¬ 
mined the pics and tens of this discrimi¬ 
natory tax and had icccmmerdcd that 
“surtax on companies >bculd be abolish¬ 
ed". The Finance minister has ignor¬ 
ed the reeoirmendatim of two special 
commit lees in this regard and instead of 
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• 180 beds All rooms with telephone and private baths Luxurious Suites § 

- Excellent Restaurant serving Continental & Nepalese Cuisine well-stocked Bar § 

- Conveniently located in the centre of the town between the Royal Palace and the Old City § 

- Fhc minutes from the Royal Nepal Golf Club ^ 

- Shopping Arcade at the Hotel * g 

Rates * Single w*. balh/aircond. US-!*; 16.75 (inel. breakfast, service, tax) £ 

Double w. bath/aircond. US-£ 27.15 (incl. breakfast, service, lax) § 

lor fnjormation and Reservations Write to . | 

HOTEL DE L’ANNAPURNA § 

P.O. Box J40, Durbar Marg, KATHMANDU | 

Phone : 1171»/11531/11552 Telex : NEPAL 2C5 Cable : ANNAPURNA 

General Manager : JOST H. SCKULTZE ft 
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scrapping the surtax, has thought it lit 
to enhance it. 

In a recent study made by The Economic 
Times , it has been demonstrated that on 
the basis of working results of industrial 
companies ending in 1972 and 1973, the 
^impact of the increase in surtax would be 
nominal The balance sheets of 40 com¬ 
panies from which the relevant data were 
available indicated that the increase in 
tax liability on a provision of Rs 83.80 
erores would be around Rs 0.60 crores. 
It is highly probable that the profitability 
of these companies would be much im¬ 
proved consequent upon the emergence of 
shortages and increase in prices witnessed 
in the past 12 months, and the additional 
tax yield might be equivalent to five crorcs 
of rupees but the Finance minister has 
made a grievous error in increasing the 
tax burden on the corporate sector. The 
necessity of increasing production in the 
economy required a reduction in the tax 
of the corporate sector as had been done 
for personal taxes. While Mr Chavan 
nas conceded that the reduction in the 
personal tax rates is likely to increase the 
tax yield from this sector, he has failed 
to see the validity of the same principle 
while applied to the corporate sector. 

The budget for 1971-72 had given an 
advance notice that development rebate 


— a concession enjoyed by industry since 
1955 — would be withdrawn on machinery 
installed and ships acquired after May 31, 
1974. The budget for J 974-75 has however 
provided for the continuance of develop¬ 
ment rebate for a limited period in certain 
special cases. This relaxation has been 
allowed on the basis of the representation 
made by industry that due to a number of 
reasons, it had failed to receive timely 
delivery of plant and machinery from 
foreign suppliers as well as indigenous 
manufacturers. 

The major causes which delayed the de¬ 
livery of machinery and equipment were 
as follows: 

(i) The uncertainty in the international 
markets had hindered the fulfilment of 
commitments by foreign suppliers. 

(ii) The paucity of shipping space had 
thrown out of gear all delivery schedules. 

(lii) Due to the shortage of power and 
the non-availability of critical raw mate¬ 
rials, the indigenous machinery manu¬ 
facturers had also failed to honour the 
delivery schedules. 

Taking all these factors into considera¬ 
tion, the Finance Bill 1974 has extended the 


development rebate benefit in the follow¬ 
ing special cases: 

(a) For ships and machinery and 
equipment acquired after May 3J, 1974, 
but before June 1, 1975, if they were pur¬ 
chased before December I, 1973, the in¬ 
come tax officer will have to be satisfied in 
this regard. 

(b) In all cases where coal-fired boilers 
are installed before June 1,1975. 

While these limited concessions arc wel¬ 
come, the whole question of the with¬ 
drawal of development rebate needs to be 
reviewed. The industry today is passing 
through a critical period of stagnation in 
production, it needs incentives to raise 
installed capacity in almost all major sec¬ 
tors. 

The Finance minister’s decision to do 
away with the development rebate was 
based on the opinions of the Wanchoo 
and Bhoothalingam committee 4 . Mr S. 
Bhoothalingam had felt that the develop¬ 
ment rebate might ‘‘create a tendency to 
u*e capital a little loo liberally, even waste- 
fully”. The Wanchoo Committee had 
said: “We are convinced that develop¬ 
ment rebate has outlived its utility and 
has been riglnly withdrawn”. Thus, both 
these committees were against concessions 
linked with investment of capital as they 


With the best compliments of 

SAKTHI PIPES LIMITED 

Manufacturers of: 

CAST IRON SPUN PIPES 
As per ISS-1536/1967 
In length of 3.66 to 6.00 Metres. 

Available from Ready Stock : 

150 mm, 200 mm, 250 mm & 300 mm. 


For Further Particulars: 

Please Contact : 

Administrative Office 

Plot No. 6, Poes Garden, 

MADRAS-600 086. 

Telephone ; 72062 Telex: 04J-589 

Telegrams: SAKTH1P1PE 
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(Via) Gummudipundi. 


With Hearty Greetings From 

TAMIL NADU SMALL INDUSTRIES DEVELOPMENT 
CORPORATION LTD. 

MADRAS-6. 

A unique threshold for the Small Scale Industrial 
Entrepreneurs, dedicated for their prospects with its follow¬ 
ing assistance programmes:— 

(1) Effective procurement and distribution of scarce 
raw materials 

(2) Providing machinery and industrial sheds under 
Hire Purchase system. 

(3) Offering Technical Feasibility Reports for new 
projects. 

(4) Assisting marketing and export programmes. 
Entrepreneurs and Technocrats! 

Chalk out plans for your industrial undertakings—SJDCO 
is ready for assistance to realise your dreams. Approach 
its Registered Office or its Branch Office for full particu¬ 
lars. 
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Tirunelveli (Dharmapuri to be opened) 


| Central and Registered Office : 

| Tamil Nadu Small Industries Development 
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| 122, Anna Salai, Madras-600006. 
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were considered to be inappropriate in a 
labour-surplus and capital-hungry country. 

It may be stated here that development 
rebate in this country was introduced con¬ 
sequent up m the recommendation of the 
Taxation Fnquiry Committee which had 
opined that the initial and additional de¬ 
preciation allowances were not adequate 
to meet the replacement requirements of 
certain industries. The depreciation allow¬ 
ance at best replaces the original capital 
invested in the plant and machinery, the 
experience of the last two decades has 
shown that it is hardly adequate to re¬ 
place the equipment for two reasons. 
First, the cost of machinery and equipment 
continues to rise year after year. Second, 
the technological breakthrough in all the 
major sectors of industry involves replace¬ 
ment of improved and modernised ma¬ 
chinery. Both these factors tend to in¬ 


crease the cost of replacement several- 
fold for which the depreciation allowanc 
is highly inadequate. 

The development rebate facilitated each 
industrial unit to build up its reserves 
from income generated by it and could 
ultimately be used to meet the replacement 
cost of fixed assets. It has hitherto been 
used not only as a corrective factor for the 
rise in prices of plant and machinery but 
also for stimulating the inflow of capital 
for industrial expansion. Initially it had 
been allowed at the flat rate of 25 per cent 
for all new plant and machinery but later 
this concession was made more liberal for 
priority industries. In the case of the ship¬ 
ping industry, it was raised to 40 per cent. 

The charge that development rebate al¬ 
lows wasteful use of capital has not been 
proved. In fact some studies made recently 


have demonstrated that it is neutral bet¬ 
ween techniques of different capital inten¬ 
sities. The truth of the matter is that this 
is hardly the time to withdraw this con¬ 
cession which has proven its worth in the 
past and is thought to be vitally necessary 
not only for the expansion of priority in¬ 
dustries but also such traditional industries 
as textiles, sugar, paper and cement where¬ 
in grave shortages have already emerg¬ 
ed with the exception of sugar. 

Again, a study of the balance sheets of 
701 companies made recently by the Re¬ 
serve Bank of India has shown that growss 
asset formation has received stimulus in 
recent year due to the development re- 
tote. It is feared that the withdrawal of 
development rebate would result in a fall 
in the rates of growth of capital and 
assets which would ultimately slow down 
the pace of expansion in industry. 
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.In the economic 
development of th 
country 

With over 670 branches 
spanning the entire country, 

UCOBANK today is doing all 
it can to translate into reality 
the objective behind bank 
nationalisation: all-round econo¬ 
mic development of the country. 

With the branch 

expansion programme going full steam 
ahead, UCOBANK today is going all 
Out to develop jSriority and preferred 
sectors like agriculture, smull-scale 
industries', self-employed, etc. Simul¬ 
taneously, its comprehensive loan 
schemes are being made available to 
every socio-economic group. 

0 And again in the field of international 
banking UCOBANK is playing an increasingly 
bigger role. All this is a reflection of the new 
social responsibility which UCOBANK feels 
proud to shoulder. 

United Commercial Bank 

Helping people to help themselves-profitably 
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Indirect taxes: 
considerate 
approach 

R. C. Ummat 

Although while presenting the 1974-75 
central budget on February 28, the Fi¬ 
nance minister, Mr Y.B. Chavan, pro¬ 
posed a number of changes in direct taxes, 
he did not expect that they would yield 
any additional revenue next year. In the 
subsequent year, these changes, he antici¬ 
pated, would, however, net about Rs 14.5 
erorcs. 

The effort at mobilising additional re¬ 
sources next year, thus, has been confined 
to indirect taxes -- customs and excise 
duties. The total additional revenue ex¬ 
pected from the modifications proposed 
in these taxes is nearly Rs 212 erores. Of 
this, a sum of about Rs 26 erores would 
accrue to the stale governments. The net 
accretion to the central revenue would be 
approximately Rs 186 erores. As a result, 
the anticipated budgetary deficit of nearly 
Rs 311 erores would get reduced to about 
Rs 125 erores. 

Limited choice 

Even though the lears about the projec¬ 
ted gap between the revenue and the ex¬ 
penditure of the central government next 
year being widened are not unfounded, Mr 
Chavan apparently could not leave the 
deficit uncovered. Further, there being 
very limited scope for raising direct taxes 

- * in fact, as has been recognised by the 
Finance minister himself, there was a 
good case for lowering the incidence of 
these taxes in the overall interests of the 
economy — there was no choice left to 
the Finance minister. He had to go in for 
indirect taxation measures for containing 
deficit financing which is inequitous in 
its incidence on the various sections of 
society. 

In view of the fact, however, that the 
estimate of the budgetary gap next year 
considerably errs on the low side due to 
the inadequate provisions made for food 
subsidy and increases in the dearness 
allowance of government personnel and no 
provision being made for supplying im¬ 
ported fertilizers to farmers on subsidised 
rates — not to speak of the too optimis¬ 
tic trends in production taken into account 
for making revenue projections next year 

— it is felt that the Finance minister has 
been considerate in proposing new taxa¬ 
tion. If deficit financing is to be contained, 
he will have to exercise great restraint on 
governmental expenditure. Larger market 


borrowings than have been envisaged in 
the budget too can be resorted to with a 
view to siphoning off excess money with 
the public as well as for containing the 
deficit. A more effective collection of 
taxes — both direct and indirect -• can 
also yield wholesome results. As these 
issues have already been dealt with at 
length in an earlier section of this volume, 
they need not be argued further in this 
piece, which aims at discussing primarily 
the indirect taxation proposals of Mr 
Chavan. 

Of the additional indirect taxation bur¬ 
den proposed to be cast by Mr Chavan 
on the nation next year, an overwhelming 
proportion is in the form of excise levies. 
They are estimated to yield an additional 
revenue of nearly Rs 192 erores. So far 
as the central exchequer is concerned, it 
will benefit to the extent of about Rs 166 
erores. The balance additional proceeds 
(approximately Rs 26 erores) from this 
source would accrue to state governments. 
Customs duties are expected to yield Rs 
20 erores -- entirely to the central ex¬ 
chequer. 

As a result of the newtaxation proposals, 
the net tax revenue of the union govern¬ 
ment next year would go up to Rs 
4300.45 erores. Of this, direct tuxes -- • 
taxes on income and expenditure as well 
as those on property and capital transac¬ 
tions would account for Rs 935 erores 
(21.7 per cent). The yield from taxes on 
commodities and services would be Rs 
3,365.44"erores - 78.3 per cent of the 
total. Customs duties would net approxi¬ 
mately Rs 936 erores and excise levies 
nearly Rs 2,347 erores -- 21.7 and 54.58 
per cent of the total net tax revenue, 
respectively. 

In 1950-51, when the total net tax revc- 


Tlie seventeenth anneal meeting of the Federa¬ 
tion of Indian Chambers of Commerce and In¬ 
dustry held last week-end at New Delhi was in 
many ways a notable event. It endorsed unani¬ 
mously and enthusiastically the industrialists’ plan 
or. as Mr G.D. Birla happily put it, the non- 
oflicial plan for the Economic Development of 
India not only with a clear sense of responsibility 
but with a fall awareness of the implications of the 
plan in its varied aspects. The horizon of the 
Indian business community has undoubtedly wide¬ 
ned In recent years, and the acceptance of the 
Fifteen. Year Plan is an expression of this widened 
outlook. The emphasis on agriculture and rural 


nue of the centre wasRs 357, erores dire* 
taxes (Rs 129.51 erores) accounted for 36. 
percent and taxeson commodities and sei 
vices (Rs 227.49 erores) for 63.7 per een 
In 1955-56, when greater reliance in tax; 
lion came to be placed on indirect I axe 
the share of direct taxes in the net cent n 
lax receipts dwindled to 27.5 per cent an 
that of taxes on commodities and service 
grew to 72.5 per cent. The shares of tl 
two types of taxes in the net tax reveni 
of the centre next year, as pointed oi 
above, will be 2/.7 and 78.3 per cent, re 
pectiveJy. The union Finance minister 
thus, have been taking increasing resort i 
indirect taxation to mobilise resources 

The total revenue of the centre nc 
year will be Rs 5,640.86 erores. The noi 
tux sources will yield Rs 1,340.40 crore 
The receipts from taxes would be I 
4,300.45 erores. The share of non-in 
revenue in t he aggregate revenue, therefor 
will amount to approximately 23.8 p« 
cent and that of tax revenue 76.2 per cen 
In 1950-51, the two sources accounted ft 
12 and 88 per cent, respectively, of tl 
aggregate Rs 405.86 erores revenue of ti 
centre. The two percentages have bet. 
changing progressively since then. Tl 
share of non-tax revenue in the total rev 
nue has been going up and that of tax r 
venue going own. The non-tax revem 
accrues from interest receipts, currency ar 
mint, administrative services, social ar 
developmental services, irrigation ai 
electricity schemes, public works, etc. 

As between the indirect taxes, the unit 
Finance ministers have been relying mo 
and more on excise duties than on custon 
levies. Till about the middle of the tiftie 
the position was just the reverse; custon 
duties then used to yield much more tha 
excise levies. This reversal in the trend h: 


prosperity in the speech of the President and inti 
resolution was happily laid. The recognition th 
despite the predominantly agricultural characti 
of our economy, agriculture is yet very backwat 
and unable to meet the demands made on it by tl 
population for its food and other requiremen 
was very significant coming from the busine 
community who, one might expect, would on 
think of industry and industrialization. On tl 
other hand, the opinion was quite definitely e. 
pressed that only on the basis of prosperous agi 
culture with guaranteed fair minimum prices i 
the cultivator could the structure of industri 
construction be strongly built. 
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Priority development and the 
international bank 






Self-reliance 

through farm 
mechanization... 

a priority issue at 

National and Grindlays 


National and Grindlays has been financing 
the growth of priority industries engaged 
in farm mechanization, communication, 
transport, exports, etc., and thus helping 
the nation achieve self-reliance. 
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not been surprising. With the develop¬ 
ment of the economy, the situation could 
not have been any other way. Customs 
duties have been relied upon to yield more 
additional revenue than excise levies in a 
particular year only twice in the past 24 
years. The first attempt in this direction 
was made in the first half of the sixties and 
the second one last year. Next year, the 
changes in customs duties would be yield¬ 
ing an additional revenue (to the central 
exchequer) of Rs 20 crores and those in 
excise duties as much as Rs 166 crorcs. 

The entire additional revenue next year 
from customs imposts is proposed to he 
raised through modifications in the Im¬ 
port duties . The export levies have been 
left untouched, presumably in deference to 
the need for boosting exports. 

Of the Rs 20 crores additional revenue 
expected from the changes in import levies, 
75 per cent revenue will accrue from the 
enhanced auxiliary duty imposed last year. 
This duty has been raised on items in the 
middle group which attracts a basic im¬ 
port levy of 60 per cent ad valorem or 
more but less than 100 per cent ad valorem. 
The increase in the auxiliary duty is from 
10 per cent to 15 per cent. The auxiliary 
duty on the items of import in the case of 
which the basic customs duty is less than 
60 per cent has been maintained. So also 


this duty on imports which attract a basic 
customs duty of more than 100 per cent. 
The auxiliary duty in the former case is 
five per cent ad valorem and m the latter 
case 20 per cent ad valorem. The existing 
exemptions from the auxiliary duty on 
imports also have been maintained. Such 
imports as those of foodgrains, books, 
family planning appliances, raw cotton, 
tallow, machinery, etc., thus, arc not to 
attract any auxiliary duty. 

Another Rs 3.7 crorcs yield from cus¬ 
toms duties is expected from additional 
(countervailing) duties consequent on the 
changes in the central excise levies. The 
additional (countervailing) duties, how¬ 
ever, are not proposed to be imposed on 
ferrous and non-ferrous metals and arti¬ 
ficial or synthetic resins and plastic mate¬ 
rials and articles thereof, although the 
excise burden on these items has been 
raised. The basic import duty on brandy, 
gin and other spirits has been stepped up 
from Rs 60 per litre or 20 per cent ad 
valorem , whichever is higher, to Rs 80 
per litre or 270 per cent ad valorem , which¬ 
ever is higher. This will yield additional 
revenue to the extent of Rs 35 lakhs. 

In view of the fact that import substi¬ 
tution has assumed heightened significance 
as a result of the sharp rise in the import 
bill for crude oil and petroleum products 


as well as owing to the sharp rise in. t 
prices of most of the other imported goo 
the stepping lip of the auxiliary duty 
imports which attract the bade imp 
levy of 60 per cent ad valorem or more 1 
less than 100 per cent cul valorem , cam 
be objected to seriously even though 
will raise the cost of production of 
dustries based on materials subjected 
the enhanced auxiliary duty. If with t 
improvement in the world economic sin 
lion, the prices of imported goods te 
to go down, as is expected, in not ve 
distant future, the increase in the cost 
production of the industries concern 
may actually turnout to be only mart 
nal. The raise in the import levy on liquo 
would affect only the very affluent. Th 
proposal of the Finance minister too ca 
not, therefore, be taken exception to. h 
C'havan, of course, has done well in n 
imposing additional (countervailing) d 
lies on ferrous and non-ferrous mela 
as well as artificial or synthetic resins ai 
plastic materials, including articles thcr 
of, as they would have unnecessari 
pushed up the prices of these materials j 
the country. The domestic production * 
these materials is grossly inadequat 
at present owing to various reasons an 
imports already are much more expensivt 

As regards excise duties, a sum of R 
62.38 crorcs is proposed to be raised ib 
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HOPE COMES TO 

MU 

Pali. A village in Ratu Block of Ranchi 
district inBthar.fi it like moat other villages 
in Indie. Life Hows at a slow pace as N had 
dona for ages. Farmers refse only one crop. 

Artisans languish for went of finance. 



Things began to fook up when UB9 
recently adopted a cluster of villages in 
Retu Block for development. Pali Is 
one of them. UBI has assisted farmers 
to raise a second crop. Result fa 
encouraging. Now, a big weN it under 
construction. Irrigation water will 



ensure multiple cropping. Marginal 
farmers raise poultry with UBI help to 
supplement their meagre income. 

UBI also finances basket makers, retail 
traders, tailors, blacksmiths and 
silversmiths of Pali. 

Pali is only one of many such schemes 
undertaken by UBI. Village uplift 
is an important plank of UBI 
programme of assisting development 
of national economy. 



(A Government of Mb Undettehing) 


SPECIAL BUDGET NUMBER 


417 


MARCH 8 , 1974 





e benefit of the central exchequer alone 
,rough addition of several items to the 
it of commodities which attract auxiliary 
ity on cxeisc>. The new items added to 
is list are unmanufactured tobacco, 
garottes, smoking mixtures, plywood, 
menu dyestuffs, optical bleaching agents, 
uses, rubber products, plastics, paints 
id varnishes, aerated waters, glycerine, 
xsnietics and toilet preparations. The 
jxiliaryduty has been imposed at the rale 
f 10 per cent of the effective basic cx- 
se duty on unmanufactured tobacco, 
igarettes,smoking mixtures, plywood and 
sment. The rate in the case of dyestuffs, 
ptical bleaching agents, gases, rubber pro- 
nets and plastics is to be 20 per cent of 
tc effective basic excise levy. Paints and 
arnisbes will attract an auxiliary duty of 
3.33 per cent of the effective basic excise 
n them. Auxiliary duty has been ini- 
•osed at the rate of 50 per cent of the effcc- 
ive basic excise levy on aerated waters, 
lycerine, cosmetics and toilet prepara- 
ions. 

The excise burden by way of increase 


in basic duties has been raised quite steep¬ 
ly on several items. These include: special 
boiling point spirits; raw naphtha (in¬ 
tended for the production of methanol 
and petrochemicals); benzene, benzol, 
toluene, etc.; mineral turpentine oil; 
waxes; passenger cars and jeeps; commer¬ 
cial vehicles; refrigerators; air-condi¬ 
tioners; refrigerating and air-conditioning 
machinery, appliances and I heir parts; 
television sets; extended play-records 
and superfine cotton and blended 
fabrics. They have been raised mod¬ 
erately in the case of asphalt and bitu¬ 
men, blended or compounded lubricating 
oils, greases, fine and medium cotton and 
rayon fabrics, cotton and rayon yarn, un¬ 
manufactured tobacco, iron and steel 
products produced with the aid of electric 
furnaces, paper and paper board, surface 
active agents, office machines and appara¬ 
tus (including typewriters, calculating 
machines, etc.), metal containers, 
roller bearings, welding electrodes, 
coaled abrasives, grinding wheels, dry 
batteries and certain categories of glass 
and glassware, chinaware and 


porcelainware. 

The incidence of excise levies has 
also been stepped up to some extent in the 
case of coffee and some items of confec¬ 
tionery. 

Several items have been brought into 
the excise net for the first time. These in¬ 
clude tooth-paste (including dental cream), 
electrical stampings and laminations, speci¬ 
fied cutting tools, tape and cassette recor¬ 
ders, cast-alloy permanent magnets and 
sensitised paper and board. 

The total yield from the increases in the 
basic excise duties and the extension of the 
excise net to cover new items, after allow¬ 
ing for a loss of Rs 35 lakhs on account of 
exemption of mosaic tiles from excise levy, 
is expected to be Rs 129.59 crorcs. The 
share of the state governments i;i this will 
be Rs 25.92 crores. The'central exchequer 
will, thus, benefit to the extent of Rs 
103,67 crores. 

While stepping up the excise burden on 
the above items, the Finance minister, 


Revenue of Union Government 


(Rs crorcs) 


1950-51 1955-56 1960-61 1965-66 1970-71 1973-74 1974-75 

Budget Revised Budget 


Total Net Tax Revenue of Union Govcrn- 


incut 

357.00 

411.47 

Of which: 

Taxes on Income and Expenditure 

125.70 

113.23 

Taxes on Property and Capital Transac- 

t ions 

3.81 

2.55 

Taxes on Commodities and Services 

227.49 

295.69 

(i) Customs 

157.15 

166.70 

(ii) Union Excise Duties 

67.54 

128.68 

Non-tax Revenue 

48.86 

69.72 

Total Net Revenue of Union Govern- 

menl 

States' share in Union Taxation* 

405.86 

481.19 

73.59 

Of which: 

Excises, including additional levy in 

lieu of Sales Tax, account for 


16.5* 


730.14 

1,784.62 

2,451.36 

3,933.51 

3,878.43 

4,300.45 

191.97 

453.72 

484.60 

742.73 

768.36 

878.74 

13.49 

19.83 

26.86 

57.42 

55.01 

56.26 

524.68 

1,311.07 

1,939.90 

3,133.36 

3,055.06 

3,365.44 

170.03 

538.97 

524.02 

974.20 

974.20 

936.05 

341.25 

752.00 

1,368.50 

2,049.87 

2,003.15 

2,346.59 

147.32 

535.77 

890.50 

1,145.83 

1,224.53 

1,340,36 

877.46 

2,320.39 

3,341.86 

5,079.34 

5,102.95 

5,640.86 

165.38 

276.05 

755.44 

1,178.05 

1,173.57 

1,173.29 

75.01 

145.92 

390.05 

653.39 

030.69 

698.32 


*Thc union government’s revenue has been deducted; so also for the total taxation effort of the union government. 
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however, has refrained from affecting the 
products of the smaller manufacturers. The 
existing exemptions from the various ex¬ 
cise levies also have been maintained in 
most cases. In the case of wireless re¬ 
ceiving sets, even a concession has been 
given. Hitherto such sets produced by 
small manufacturers were exempted from 

• excise duty if their sale price to the con¬ 
sumer did not exceed Rs 165 per set. Now 
they will not attract any duty if their sale 
price does not exceed Rs 220 per set. The 
excise levy on cinematograph films has 
also been rationalised, without any signi¬ 
ficant effect on revenue. 

x Of the various proposals of Mr Chavan 
in the field of excise duties, the ones that 
deserve pertinent notice are those relating 
to petroleum products, automobiles, tex¬ 
tiles, paper and construction materials. 

So far as petroleum products arc con¬ 
cerned, there is no denying the fact that in 
view of the hike in the prices of crude oil in 
west Asia, t here iscontmuing need for exer¬ 
cising vigorous restraint on the consump¬ 
tion of these products. The recent strikes 
of oil in the Bombay High area offshore 
and near Rudrasagar in Assam on land, 
though welcome, cannot be expected to 
ease the situation on the oil front in the 
near future. It will take at least a year or 
so to establish the dimensions of these 
new oil finds. Commercial exploitation 
of these resources cannot be expected for 
still another two or three years. By then 
our requirements of petroleum products 
would also have grown, despite the efforts 

, being made to contain this growth. Asa 
result of the sharp increases effected in the 
last six monl hs in the prices of motor spirit, 
the tendency to misuse other petroleum 
products has also grown. The rationalisa¬ 
tion in the excise duties on petroleum pro¬ 
ducts, therefore, was called for. 

Levy on automobiles 

As regards automobiles, the step-up in 
the excise levies on them, similarly, cannot 
be taken exception to. The demand for 
motor spirit can be checked through mak¬ 
ing automobiles costiler. Further, auto¬ 
mobiles, by and large, are a luxury item. 
In fact, there is a good case for allowing 
the prices of automobiles find their own 
level by lifting control on them. As auto¬ 
mobiles, by and large, are a luxury item, 
there never was a i>ound ease for control¬ 
ling their prices. The price control has not 
only induced demand for them but also led 
to deterioration in their quality. If price 
control is lifted, it will help in improving 
the quality and restraining demand. The 
cost of operation of automobiles, indeed, 
has become prohibitive. The automobiles 
market, thus, is no longer a sellers* market, 
it has become a buyers’ market. Only the 

\ 
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very affluent now can afford to own auto¬ 
mobiles. They cun be expected to pay 
even for this status symbol. 

Along with the decontrol of the prices 
of automobiles, another important mea¬ 
sure that ought to be taken is the slopping 
of loans for purchasing them. It passes 
comprehension how the government, 
which has stopped the grant of loans for 
such socially desirable ends as house¬ 
building, still goes on making si/cable pro¬ 
vision inthc budget for loans to its emplo¬ 
yees for car purchases. The commercial 
organisations, both in the private and 
the public sectors, too, need to be asked 
to restrain loans for this purpose. In 
case this is not considered desirable, t hey 
should be asked to charge adequate inte¬ 
rest on such loans. Simultaneously an 
all-out effort, of course, is needed to im¬ 
prove the public transport system. 

Coarse cloth spared 

Coming to textiles, it is encouraging to 
note that Mr Chavan has spared the coarse 
varieties of cloth from any significant in¬ 
crease in tax burden. While the excise 
levy on such cloth has been left untouched, 
some marginal effect on its prices will be 
there on account of the increases in the 
levies on dyestuffs and bleaching agents. 

A significant point to be noted in regard 
to the excise duty on fabrics, however, is 
that the medium, fine and superfine fab¬ 
rics of cotton and blended fabrics on which 
the impost has been raised are no longer 
consumed only by the affluent sections of 
society. The middle and lower middle 
classes arc taking to them rapidly because 
of such advantages as their easy washabi- 
lity and longer life. Due to these qualities 
and the high prices of cotton, there is, in 
fact, a case for popularising blended fab¬ 
rics. The recent setback to our exports to 
the Sudan and Egypt also warranted a scal¬ 
ing down of the burden of import levy oil 
extra long staple cotton which we - buy 
from these countries. The imports of this 
cotton should not be a burden on the 
economy as our exports of textiles can be 
stepped up a great deal. 

The increase in the excise levies on paper, 
obviously, could be expected in view of the 
fortuious gains made by this industry in 
the last seven months during which prices 
have been raised sharply. The case of the 
paints and varnishes industry is no diffe¬ 
rent. The prices of paints and varnishes 
too have been put up to levels which do 
not appear to be justified by the increases 
in the cost of production. The paper and 
the paints and varnish industries, thus, 
should be in a position to absorb the in¬ 
creased excise levies on their products. 

The construction costs have been raised ' 
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considerably through increases in the ex¬ 
cise duties on steel products made with 
the aid of electric furnaces and glass and 
sanitaryware and the imposition of auxiliary 
duty on plywood and cement. Construction 
activity, therefore, can be expected to 
suffer further setback. 

It must, however, be conceded that Mr 
Chavan has been very selective in his 
approach to raising the burden of excise 
and customs duties. He has, indeed, attem¬ 
pted to spare the less affluent sections of 
society from increased taxation to the ex¬ 
tent he could. He must now exercise ut¬ 
most restraint on government spending so 
that deficit financing can be contained and 
the pressures on the price level obviated. 


Notice I 

THE CALCUTTA ELECTRIC 
SUPPLY CORPORATION 
LIMITED 

(Incorporated in England) 

7J% DEBENTURE STOCK 
1980 

Interest for the Half-Year Ending 

I4TH APRIL, 1974. 

Notice is hereby given that 
Interest at the rate of Rs. 
38.75P (less Indian Income 
Tax) per Rs. 1,000/- of Stock 
will be paid on 15lh April, 1974 
to Debenture Stockholders re¬ 
gistered in the books of the 
Company on 2nd April, 1974. 
Applications for transfers re¬ 
ceived at the Company’s Office 
at Victoria House, Post Box 
304, Chowringhec Square, 
Calcutta, upto 2nd April, 

1974 will, if otherwise satis¬ 
factory, be registered at that 
dale for the purpose of partici¬ 
pation in the above interest. 

Debenture Stock Transfer 
Books will be closed from 3rd 
April, 1974 to 14th April, 1974 
both days inclusive. 

By Order of the Board 
S.K. Niyogi, 

Secretary 

Victoria House, 

Calcutta—1. 

28th February, 1974. 

--- J 


MARCH 8, 1974 



Rising cost of 
communication 

Hardev Singh 

PuuiAKs NiiVi:K before had a Finance 
minister oft his country proposed to raise 
as big a sum as Rs 57 crorcs through in¬ 
creased postal and telecommunication 
rates in a single year. However, the low- 
key initial protest over increased postal 
rates indicates that the gross inflation of 
the last two years has made people less 
sensitive to price increases of relatively 
less expensive items. The price of a post 
card at 15 paise is as nominal today as it 
was at 10 paise two years back. The low- 
income groups, urban and rural alike, 
use this service so sparingly that they will 
hardly notice the rise. 

Obvious reasons 

The reasons advanced for raising the 
postal rates arc not unexpected. On be¬ 
half of the minister for Communications, 
the minister for Finance pleaded in his 
budget speech that the postal rates have 
been proposed to be raised primarily be¬ 
cause they had not kept pace with the 
rising costs of this service. Mr Chavan 
pointed out that the frequent increases in 
dearness allowances and the heavy addi¬ 
tional expenditure incurred on account of 
implementation of the Pay Commission’s 
recommendations have pushed up the es¬ 
tablishment cost in the postal branch, 
which is highly labour orinted. On the Tele¬ 
communications side loo, lie added, the 
operational costs as well as the cost of 
equipment required for various projects 
had been going up steadily. The depart¬ 
ment's developmental programme to im¬ 
prove the trunk telephones by provision 
of high grade media such as micro- 
wave and co-axial systems, to install 
new exchanges and expand existing ones 
for meeting the fast growing demand 
for telephone connections and to 
expand the trunk dialling and teleprinter 
facilities entail heavy investments. An 
upward revision of tariffs in the postal, 
telegraph and telephone branches of the 
department were, therefore, expected. 

A detailed examination of the per¬ 
formance of various branches of the de¬ 
partment reveals that considerable scope 
existed for bringing in various economic*. 

Table I reveals that the postal section of 
the Posts and Telegraphs Department has 
been recording deficits since 1964-65, 
which fluctuated annually between 
Rs 5 crores and Rs 40 crores. The postal 
receipts increased both on account of en¬ 
hanced rates and increased turnover, but 


the department was not able to keep ex¬ 
penditure under control to balance it with 
the receipts. The other three sections — 
telegraphs, telephones and radios — have 
however, shown surpluses during the last 
several years. In fact the telephones sec¬ 
tion of the department has recorded a 
fairly rapid rate of increase in earnings, 
so that from Rs 57 crores in 1965-66 the 
figure went up to Rs 195 crores in 1973- 
74. The expenditure also increased but 
the surplus has more or less continuously 
expanded so that from Rs 6.75 crorcs in 
1965-66 it went up to Rs 55.09 crorcs in 
1973-74. This ninefold increase in surplus 
confirms the fact that the telephones sec¬ 
tion of the department is really run on 
commercial lines. 

It appears that a reasonably small 
deficit in the postal section is a part 
of the department’s philosophy 
because this section is aimed to 
be run ‘primarily and essentially as a 
public utility service’. The postal tariffs 
are expected to yield revenues equal 
or nearly equal to the total operational 
costs of the postal branch. With this basic 
aim the department has continued to 
expand its net-work of post offices in rural 
areas which arc increasingly recording 
losses. These uneconomic post offices 
in the rural areas showing persistent losses 
have gone on without a stringent assess¬ 
ment or their viability. 

Rural post offices 

In fact the Posts and Telegraphs Tariffs 
Enquiry Committee reported in July 1968 
that the policy of expanding rural post 
offices should be reviewed but it seems the 
department is till continuing its previous 
policy in respect of extending post office 
facilities to rural areas. The committee 
very clearly stated that “normally a period 
of four years or so should be considered 
enough for assessing whether a post office 
has developed traffic and has become 
remunerative. If it has not, the conclusion 
is clear that such an office is not likely to 
justify its continuance and further expendi¬ 
ture on it can hardly be regarded as deve¬ 
lopmental expenditure”. The committee 
went on to say that these continuing “los¬ 
ses sap the resources generated in other 
areas of the department’s activities. Little 
is left for the development and expansion 
of services”. The committee considered 
that no organisation “even with a public- 
utility bias, professing to run on sound 
commercial lines, would continue a losing 
activity for such long period as ten years 
and accept such activity as a permanent 
liability”. The continuation of this policy 
was, therefore, considered by the commi¬ 
ttee as “altogether indefensible”. 

Table II reveals that already there are 


more than 1Q0,Q0Q post offices or branches 
in rural areas and many of these are remu¬ 
nerative. In fact the department proposes 
to open additional 31,000 new post offices 
in villages with the objective of improving 
postal facilities during the fifth Plan. A 
question need be asked at this stage, 
whether it would not be advisable to 
change the status of rural post offices, 
particularly of those which record 
persistent losses, into agents of the 
union government working for its 
various departments, including the 
department of Family Planning, These 
rural workers can be paid for their services 
some honorarium by the other depart¬ 
ments concerned. 


Substantial increase 


The increase in postal tariffs in respect of 
book packets containing periodicals re¬ 
gistered with the Registrar of Newspapers 
of India by 100 per cent from five paise 
to 10 paise per 50 grams is evidently quite 
substantial. It seems the postal depart¬ 
ment is sbwiy withdrawing its policy of 
subsidising the postal distribution of news¬ 
papers and periodicals. In fact the Small 
Newspapers Enquiry Committee had re¬ 
commended that the postal rates be re¬ 
duced to one paisa from the then two paise 
for each single copy up to 50 grams. The 
Posts and Telegraphs Enquiry Committee 
in this context had observed that there was 
little justification in keeping the postal 
rates at 2 paise for every 50 grams 
and had argued that the prices of news¬ 
papers too had gone up considerably com¬ 
pared to the postage payable on them. 
But the committee did support the view 
held by the department that periodicals 
should be subsidised in their postal dis¬ 
tribution. 


While it is reasonable to give a subs¬ 
tantial subsidy to registered periodicals, 
the tariffs could not have been left alto¬ 
gether unrelated to the trend of costs, 
to the detriment of the general users of 
the postal services. Infixing the postage 
rates for registered periodicals, the 
government was advised by the Posts and 
Telegraphs Enquiry Committee to pres¬ 
cribe a maximum limit upto which con¬ 
cession could be granted. The maximum 
limit for thi« subsidy was proposed at 
66 i per cent of the cost of this service. 
Even if the department has decided to 
raise the rates according to this formula, 
it could have adjusted the rates gradually 
over a period of two to three years to 
bring them to the required level. 

It is quite likely that this 100 per cent 
increase may prove really harsh for mar* 
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1961 

Started as Moulders 
1967 

Added Moulding Powders 
1963 

Moulding Toole Division 
1965 

U.P. Resins Plant - 

1970 

Formaldehyde Plant 

1971 

International Division 

1972 

R Si D Centre 

1973 

Hexamlne Plant 
Hydraulic Preasea 


No Snakes and Ladders play for us. 

An ever ascending path. 
For Torch-bearers its tortuous one, 
neverthless the pleasure of achievements 

has been ours. 

R & D is another pioneering effort and addition 
both exacting and demanding 
constantly looking to improvements in quality 
new requirements, demands inside and outside 
the country. Perseveringly we full-fill 

the same. 

Raw-materials for thermosets 
Moulds for compression and injection 
Machinery for compression moulding 
Resins for Plywood, textile 
and foundry. 

Also developing an indigenous know-how 




Plastics Ltd. 

20/6, Mathura Road, Faridabad (Haryana) 





















Money worries 
keeping you awake? 

bring them to us: m specialise in 
money problems. 

Do you want to start a business 
or industry of your own ? or perhaps 
expand ft? Is your scheme a viable one ? 

You are not sure.Well why not come to us? 

If it is viable, there is no problem: 
we could provide the required money quickly 
on liberal terms. Otherwise, we have 
knowledgeable and experienced people- 
with technical know-how—who could try to 
shape it into a viable one. 

The Bank of India assists: 

□ Technologists, Skilled Craftsmen and Artisans 
to set up and run small industries/business 
of their own. □ Transport-Operators to purchase 
vehicles and operate a transport business of 
their own. □ Farming Entrepreneurs to develop 
farms and allied activities, to set up Custom 
Service Units to operate Sales £r Distribution 
Centres. □ Professionals—Doctors, Dentists, etc. 
to purchase equipment and set up practice. 


For details, please contact 
our nearest branch 





THE RIPPLES 
OF 

INDUSTRY... 


Industry is like a pool of clear water: its ripples spread out in ever-widening circles-**cooling, healing and 
nourishing wherever they spread. The tipples of the industries established by Tatas similarly have spread out ail 
over the country—providing employment, new industries and engineering expertise wherever they have spread, 

TELCO, for example, has fostered the growth of 350 suppliers all over the country for manufacturing auto- 
ancillanes. TISCO again has led to the establishment of the Indian Tube Company, Belpahar Refractories, Tgta~ 
Yodogawa, and Tata-Robins-Fraser. # 

There is no end to the ripples of industries pioneered by Tatas. 

TATA ENT8RPRISBB 
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ginal cases where the rise of 5 paise per 
copy may not be easily transferred to rea¬ 
ders without a reduction in circulation. 
This could hardly be justified in view of 
the fact that journals and newspapers en¬ 
courage literacy in a developing country. 
In this context the situation is different in 
advanced countries, where the dissemina¬ 
tion of literacy does not depend on the 
priorities of the governments. The postal 
departments arc gradually shedding the 
policy of subsidising the postal distribu¬ 
tion of periodicals. The postal authorities 
in the United States, for instance, believe 
that most classes of mail should pay their 
own way and contribute a reasonable share 
*to the services’ general overheads. As a 
result of this policy the postal rates for 
journals in the United States were revised 
to eliminate any element of subsidy. A 
large number of readers refused to pay 
the additional postage charges, leading to 
reduced circulation. The closure of Life 
has largely been due to increased postal 
rales. 

JEffect on revenue 

In this country too a Full in circulation 
following increased postal rates can have 
adverse effect on advertisement revenue. 
Already the rival advertising media such 
as films, film slides and commercial radio 
are making a deni into the advertisement 
revenue of the periodicals. In fact, in the 
present climate of newsprint shortage and 
reduced revenue, this additional imposi¬ 
tion is likely to he fell by various periodi¬ 
cals in this country. 

* 

The uniform increase of postal tariffs in 
respect of letters, letter cards and post 
cards by 5 p.iisc each cannot be much 
disputed under the present circumstances. 
But it must be pointed out that this in¬ 
crease after all is not going to effect the 
three inter-competitive services to the same 
extent. This is for the simple reason 
that the rise in case of post cards is 50 per 
cent while that in case of letters is 25 per 
cent. In other words, post cards have been 
made disproportionately costly. The re¬ 
lative advantages and utility offered by 
these services cannot be forgotten while 
fixing relative tariffs for these three ser¬ 
vices. Considering that the post card 
does not ensure the secrecy of communica¬ 
tion given by a letter and that the post 
card and the letter card have limited space 
as compared with the letter, the Posts and 
Telegraphs Enquiry Committee had*right- 
ly laid down a ratio for the tariffs of three 
services of 2:3:4, Although the Finance 
minister was not expected to adhere strict¬ 
ly to this concept, he could have con¬ 
sidered a rise in post cards tariff of less 
than five paise, say twopaise. This would 
have partly spared the large-scale users of 


post cards for reminders and short eircu- provemenl and expansion of telccomuni- 
iars. cations services. (Table Hi) The 

Finance minister has . proposed to raise 
In line with the increasing expenditure suh-dantial additional revenue from this 
on telephone exchanges, the telephone branch for the simple reason that the users 
branch has earned increased revenue yield- of this facility can afford to pay lot the 
ing substantial surplus not only to cover cost of research and development. An- 
lostcs in other branches of the department other reason for raising rates at regular 
but also to add sizeable resources for im- intervals seems to be that the value of 

Taiu.i. I 

Receipts and Expenditure of Posts and Telegraphs Department 

tRs crores) 



Posts 

Telegraphs 

Radio 

I elephone? 

1965-66 

Receipts 

65.99 

14.44 

0.24 

57,10 

Expenditure 

76.01 

17.88 

0.29 

50.35 

Deficit (—) or Surplus ( f) 

9.02 

•- 3.33 

• -0 05 

j -6.75 

1966-67 

Receipts 

70.15 

16.96 

0,32 

71.92 

Expenditure 

84 90 

20.35 

0.18 

56.81 

D:ficit (--) or Surplus (-f) 

-14.75 

-3.39 

1 0.14 

i 15.11 

1967-68 

Receipts 

74.23 

19,95 

0.3<i 

79.76 

Expenditure 

95.12 

24.45 

0.16 

69 04 

Deficit ( -) or Surplus (-{-) 

20.89 

-4.35 

} 0.20 

i 10.72 

1968-69 

Receipts 

93.98 

22 52 

0.44 

92.26 

Expenditure 

107.22 

26.80 

0.44 

76.36 

Deficit (~ -) or Surplus (~f-) 

13.34 

- 4.48 


i 15.90 

1969-70 (Revised) 

Receipts 

97.81 

24.50 

0.56 

110,88 

Expenditure 

110.80 

28.03 

0.53 

85.5 

Deficit (~ ) or Surplus (-f) 

12.99 

3.97 

1-0.03 

-i 25.38 

1970-71 

Receipts 

110.54 

26.80 

0.63 

118.91 

Expenditure 

122.18 

31.53 

0.50 

95.78 

Deficit (- -) or Surplus (+) 

10.30 

-4.73 

| 0.13 

• -23.13 

1971-72 

Receipts 

110,64 

35.76 

0.67 

152.74 

Expenditure 

129.77 

28.20 

0.46 

114.14 

Deficit ( -) or Surplus Of*-) 

19. 13 

•j-7.56 

0.27 

-j 38.60 

1972-73 (Revised) 

Receipts 

118.25** 

36,28 

0.49 

166.65 

Expenditure 

142.50** 

30.90 

0.\3 

122.56 

Deficit (’—) or Surplus (j ) 

- 24.25** 

1 5.28 

0,16 

| 44.48 

1973-74 (Budget) 

Receipts 

121.041 

39.72 

0.51 

195,57 

Expenditure 

160.80f 

32.93 

0.38 

140.48 

Deficit (—) or Surplus (+) 

39.76+ 

-| 6.79 

0.13 

[55.69 

1974-75 (Budget) 

Receipts 

146.80 



283.01 

Expenditure 

172.52 


*■« 

201.85 

Deficit (— ) or Surplus (+) 

-25.72 

-<* 


-j-81.16 

“Included in Telephones to make 
department 

estimates 

lor entire 

Telecommunications 

""•Actuals. 

fRevised Estimates. Revised estimates for Telegraphs, 
phones not given separately in Budget Memorandum for 1974-75. 

Radio s 

and Tele- 
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the telephone service to the subscriber in¬ 
creases with the si/e of ii particular net¬ 
work. Tariffs for the basic telephone ser¬ 
vice can possibly be based on its utility 
value, which increases with the si/e >f (he 
network, rather than merely on the ebst 
ol‘ providing it. 

The rental lor direct exchange lines Inis 
been increased from Rs ICO per quarter 
to Rs 125 per quarter and the call charges 
beyond the initial 300 has been raised from 
20 paise to 25 paise each. This is not a 
minor increase and is likely to discourage 
many superfluous calls. Along with other 
increases in tariffs of such services as extra 
chhrgex for telephone ccmcciions extend¬ 
ing beyond the local area, externum of de¬ 
partmental exchange connections, trunk 
call charges and STD tarilfs, the telephone 
Red ion will earn an additional revenue 
of nearly Rs 29 24 crores in a year. 

Efficient use of resources 

While the telephone branch has increased 
rates to be able to operate on commercial 
lines, it should have shown some sense 
of responsibility through efficient use 
of resources. The Public Accounts’ 
Committee (PAC) in its sixty-eighth 
report made a pointed reference to the 
fact that the department has consis¬ 
tently resisted a commitment to raise the 
utilisation of the present installed capacitv 
of its telephone exchanges to 94 per cent 
(a standard laid down by the department 
itself, allowing for six per cent reserve). 
The PAC' refused to accept the depart¬ 
ment's view that lor practical purposes an 
overall target of 85 per cent utilisation of 
capacity would be reasonable. The PAC* 
therefore, pointed out that the number of 
connections that were not provided were 
quite large and the loss of potential reve¬ 
nue dunng the three years ended 1969-70 
was of the order of Rs 45.1S crores. 

The department also has to eliminate 
considerable wasteful expenditure. One 
glaring example of absence of control 
over production and inventory culminat¬ 
ing in accumulation of 170,000 channel 
iron brackets worth Rs 35.76 lakhs 
has been cited by the PAC. It seems that 
no basis for the production of these items 
in the telecommunication factories could 
be provided by the department. It is in¬ 
deed strange that no acceptable method 
or forecast mg requirements had been evol¬ 
ved by the department. One moral of such 
instances is that the department should be 
a little more vigilant while the tax-payer 
is being asked to pay more. 

The finance minister has proposed to 
raise an estimated additional revenue of 
Rs 2.08 crores through the increase of tele¬ 
graph tariffs from Rs 1.20 for the first eight 
woods for an ordinary telegram to Rs 1.50 

i:\SII.RN !,('<>\(>MIST 


and from Rs 2.40 for an express telegram 
to Rs 3. Copying fee, which was 50 
paise for every group of 50 chargeable 
words in the case of multiple telegrams, 
has been proposed to be doubled. 
This increase is likely to be felt 
more by the commercial users than 
those who use this facility Ibr 
personal messages. The latter being 
small in number. ft may be added that the 
use of inland telegraph service has ex¬ 
panded slowly as compared to the ex¬ 
pansion of other telecommunication ser¬ 
vices. During the last twenty years (1950- 


1970) the turnover of inland telegrams just 
doubted while the number of trunk calls 
multiplied 16 titties, The introduction of 
telex, the expansion of telephone services, 
and increased carriage of postal articles 
by air services had its natural effect on the 
telegraphic traffic. The importance of the 
telegraph service cannot, however, be 
minimised because this service still has to 
meet the requirements of areas not yet 
covered by telephones or by air postal ser¬ 
vices. The additional revenue if used for 
the expansion of this service can, there¬ 
fore, be justified. 

li: 11 


Post Offices in the Country 
(As on 30-9-1973) 


Urban Rural Total 


1. Head Offices 

524 

1 

525 

2. Sub Offices 

9091 

9984 

19.075 

5. F.D. Sub Offices 

394 

477 

871 

4. Depth B. Offices 

6 

20 

26 

5. P.D. Branch Offices 

1101 

94648 

95.749 


11116 

105130 

116,246 


Table HI 


Outlay on Communications in the Fifth Plan 

(Rs crores) 


Programme Outlay 


Posts and Telegraphs Department 
Postal Services 
Tc leco mm u n i cat ions 
Total—Posts & Telegraphs 
Other Communications 
Indian Telephone Industries 
Overseas Communications Service 
Hindustan Teleprinters 
Monitoring Organisation 
Total --other Communications 


Grand Total 


Table IV 

Details of Outlay on Telecommunications in the Fifth Plan 


(Rs crores) 



Programme 

Outlay 


Local telephones system 

487.00 


Long distance system 

344 GO 


Open wise and telegraphs 

.53.00 


Land and building etc. 

146.00 


Total 

1030.00 
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57.50 

1030.00 

1087.50 

57.50 

26.50 
3.00 

1.50 

88.50 

1176. (K) 







Corporation Bank Limited has 
added one more important 
wing—the Foreign Exchange 
Department—to meet the 
needs of its esteemed 
customers. Specially 
exporters, importers. 

With Correspondents 
all over the World, 
Corporation Bank will serve 
you faster and better. 

Come, drop in for a chat. 
You'd know how helpful 
we are. 



— Where friendliness is a tradition estd. ho* 

Corporation Bank Limited 

ftogd. Office: UDIPI. Administrative Office: Mano«lort4* 



Irrigation Systems perform at 
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Railway budget: 
off the rails 

ft, C. Ummit 

, With no provision made for the im¬ 
pact of the third Pay Commission’s recom¬ 
mendations in the 1973-74 railway bud¬ 
get presented last year and the state of the 
economy leaving much to be desired since 
September, 1972, the estimated surplus 
of Rs 23.86 crores in railway finances 
this year could be expected to turn into a 
, moderate deficit. But the sharp setback 
to these finances surely could not be anti¬ 
cipated at the time of the presentation 
of the last budget. As the year went 
by and indiscipline among several cate¬ 
gories of railway employees grew, fears 
came to be entertained that railways 
would end up the year with a large de¬ 
ficit. 

These fears have come oul to be true 
.Presenting the next year’s budget on 
'February 27, the minister for Railways, 
Mr L.N. Mishra, revealed that his charge 
would be showing this year a loss of as 
much as Rs 99.75 crores. The gross 
traffic receipts at Rs 1,170 crores will fall 
short of the budget estimate by Rs 93.20 
crores. The ordinary revenue working 
expenses would go up to Rs 953.02 crores 
from the budget estimate of Rs 918.25 
crores. The net miscellaneous expendi¬ 
ture, including the cost of works charged 
to revenue, is expected to go down margi- 
w nally by Rs 58 lakhs to Rs IT 13 crores. 
There would be a reduction of Rs 4.01 
crores (Rs 172.61 crores minus Rs I68.()0 
crores) in the dividend liability (due to 
the arrears of relief provided by the Rail¬ 
way Convention Committee for the years 
1969-70 and 1970-71) to the general 
revenues. 

Decline in traffic 

The sharp decline in the gross traf¬ 
fic receipts is attributed to a substantial 
fall in the originating freight traffic as 
well as the passenger traffic not materia¬ 
lising according to anticipations. The 
situation has worsened owing to the tra¬ 
ffic lead also going down. The originat¬ 
ing freight traffic in 1973-74 is now esti- 
k mated to be of the order of only 192 
million tonnes, as against 201.3 million 
tonnes in the previous year. Compared 
to the budget projection (10 million ton¬ 
nes additional traffic), the shortfall in 
the originating freight traffic is expected 
to be as much as 19.3 million tonnes 
(upto December-end, it had been of the 
order of 15,3 million tonnes). The tra¬ 
ffic lead has gone down by 2.4 per cent in 
comparison with the lead in 1972-73. 
^ln terms of tonne-kilometres, the freight 
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traffic this year would be only 129.42 
million, as against 136.542 million in 
1972-73—no budget projections were made 
in this regard. The originating passenger 
traffic this year is not expected to exceed 
2,663 million, as against 2653 million in 

1972- 73. In terms of passenger-kilometres, 
it is likely to be of the order of 131.1 milli¬ 
on, as against 133.527 million last year. The 

1973- 74 budget projection envisaged an 
increase of about 3 per cent in the origi¬ 
nating passenger traffic. 

Some pertinent facts to be noted in 
regard to freight traffic this year arc : 

(i) the increase in the heavily 
subsidised movement of food- 
grains to as much as 2.4 million 
tonnes, as against 1.64 million 
tonnes in 1972-73; 

(ii) shortfalls in almost all important 
categories of freight traffic 
such as coal, raw materials for 
and finished products from steel 
plants, iron ore for export, cement, 
fertilizers, petroleum products and 
other general goods--coal move¬ 
ment alone at 61 million tonnes 
is expected to fall short of the 
budget estimate by nearly 10 
million tonnes; and 

(iii) a good deal of high-rated traffic 
moving on to road transport be¬ 
cause of uncertainty of move¬ 
ment by railway. 

The increase in expenditure has been 
primarily caused by the implementation 
of the third Pay Commission’s recom¬ 
mendations, as modified by the govern¬ 
ment in the interest of employees, even 
though the implementation by the end of 
the year would not be done fully. The Pay 
Commission’s recommendations, along 
with the three increases of dearness allow¬ 
ance already announced, are estimated to 
cost railways 4 this year Rs 94 crores and 
in a full year Rs 109 crores. Out of this 
year’s burden, payment to staff would be 
only of the order of Rs. 52 crores. The re¬ 
maining Rs 42 crOres would be disbursed 
next year, along with the next year’s 
liability of Rs 109 crores and some ad¬ 
ditional liability which may accrue on 
account of the further increases in dear¬ 
ness allowance. Part of the burden cast 
by the Pay Commission’s recommenda¬ 
tions, as also the increase in fuel costs, 
of course, has been absorbed by the eco¬ 
nomies effected during the year under 
the economy drive launched in August 
last with a view to containing the prices 
spiral. 

As a result of this year’s heavy deficit 
of Rs 99.75 crores, which amount is 
being made good by a loan from the 
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general revenues, after utilising about Rs 
0.02 crores available in the revenue 
reserve fund, this fund of the railways 
will owe on March 31 a liability of Rs 
99,72 crores to the general revenues. The 
development fund of the railways too is 
in the red. At the end of 1972-73, it 
had an outstanding liability of Rs 85.65 
crores to the general revenues. With an 
additional loan of Rs 22.65 crores during 
the year, this fund will owe to the general 
revenues at the end of the year Rs 108.30 
crores. The total liability oflhe railways 
to the general revenues, thus, will be Rs 
208.02 crores. An overwhelming pro¬ 
portion of this liability, it may be pointed 
out, has been incurred in the last two 
years, even though the revenue reserve 
fund started borrowing from the general 
revenues, in the current phase, in 1968-69 
and the development fund had to bank 
upon such accommodation a year ear¬ 
lier. 

Unhealthy State 

The above suggests that railway fina¬ 
nces, in fact, have been in an unhealthy 
state of affairs for nearly six years, not¬ 
withstanding the fact that both passenger 
fares and freight rates have been put up 
substantially during this period, even 
though the deterioration has been sleep 
in the current year. 

For the coming year, the Railway 
Minister has estimated that on the hope¬ 
ful assumption of an increase of 25 mil¬ 
lion tonnes in the originating freight tra¬ 
ffic over that expected during the current 
year, an increase of about Rs 10 crores In 
other coaching earnings and the passenger 
traffic reviving to yield the customary 
growth of three p:r cent per annum, the 
gross traffic earnings of railways at the 
existing fares and freight rates would be 
Rs 1290.77 crores. The ordinary working 
expenses have been estimated at Rs 1148.37 
crores, after providing for Rs 99 crores 
for payment of increases in wages and 
allowances arising oul of the third Pay 
Commission’s recommendations, together 
with the additional liability of dearness 
allowance that may have to be met in 
view of the continuing rise in prices, 
Rs 40.78 crores on account of increase in 
fuel bill and Rs 29.29 crores for additional 
expenditure for carrying out repairs to 
railway assets, including permanent-way, 
rolling stock, equipment, etc. The allo¬ 
cation to the depreciation fund has been 
maintained at Rs 115 crores and that to 
the pension fund at Rs 16 crores. The 
miscellaneous expenditure, including the 
cost of works charged tp revenues, is 
estimated to go up by Rs 18.90 crores. 
Including these three allocations, the 
total expenses arc estimated at Rs 1,298.27 
crores. 

On the current level of fares and freight 
iifARCH 8,1974 



rates, the railways, thus, would be losing 
approximately Rs 7.5 cfores even before 
meeting the dividend liability of Rs 181.67 
crorcs. If the fares and freight rates were 
not raised, railways would have had to 
resort next year to borrowing frortt the 
general revenues, after taking credit of the 
interest on the sum available in the fund 
and certain other accruals to it, to the 
extent of slightly over Rs 180 crores. 

It is to contain this borrowing that Mr 
Mishra has come up with proposals to in¬ 
crease fares and freight rates to the extent 
of Rs 136.38 crorcs. If the expected re¬ 
venue after raising of the fares and freight 
rates goes upto the estimated level of Rs 
1,427.15 crores, railways will still have to 
borrow a substantial amount from the gene¬ 
ral revenues next year to discharge the 
dividend liability. The indebtedness of 
the revenue reserve fund to the general 
revenues after all adjustments is expected 
to go up to as much as Rs 157.03 crorcs 
by March 31, 1975. The development 
fund too is envisaged to borrow from the 
general revenues next year Rs 24.39 crores 
net. So its indebtedness to the general 
revenues will go up to Rs 132.69 crores. 
The total sum railways would be owing 
to the genera! revenues at the end of 1974- 
75, thus, comes to Rs 289.72 crores. 

If the railway operations next year 
become normal and the economy revives, 


the estimated additional 25 million tonnes 
freight traffic can surely be expected to 
accrue, for in effect, after making up of 
the shortfall of about 19.5 million tonnes 
in this year’s originating freight traffic, 
the additional originating traffic is expect¬ 
ed to be only 5.5 million tonnes. The 
passenger traffic also can go up signifi¬ 
cantly, exceeding even the anticipation of 
three per cent growth over the current 
year’s traffic. The increase of Rs 10 crores 
in earnings from other coaching traffic as 
well is not something which cannot be 
realised. 

But the crucial question is whether 
railway operations can be normalised and 
the tempo of economic activity stepped 
up. As mentioned earlier, and also ad¬ 
mitted by the Railway Minister himself, the 
sharp setback to the finances of railways 
this year has been due primarily to three 
factors: (i) the unsatisfactory state of the 
national economy; (ii) the impact of the 
third Pay Commission’s recommendations; 
and (iii) the sharp deterioration in staff 
discipline. The unhealthy state of the 
national economy during the current 
financial year can be attributed to a num¬ 
ber of factors. These include (i) acute 
shortage of power; (ii) disturbed industrial 
relations, (iii) inadequacy of several raw 
materials for industry; (iv) unsatisfactory 
movement of raw materials to and of 
finished products from industrial units; 


and (v) the general deterioration in the law 
and order situation in the country. 

The deterioration in the law and order 
situation as well as industrial relations, 
apparently, has its genesis in the sharp 
uptrend in prices in the last 20 months or 
so and the confrontation in several parts 
of the country between the ruling party 
and some opposition groups. It is difficult 
to say whether after the recent UP elec¬ 
tions, this confrontation would end. As 
regards prices, although there is a growing 
awareness on the part of the government 
to contain the prices spiral, it is anybody’s 
guess whether the rise in prices can be 
moderated without an appreciable increa* 
se in production, both agricultural and 
industrial. 

This year’s output of foodgrains has 
been estimated at 110 million tonnes. The 
last kharif crop is estimated to have yield¬ 
ed about 65 million tonnes. The balance 
approximately of 45 million tonnes is ex¬ 
pected to be yielded by the current rabi 
crop. This estimate may turn out to be 
wide off the mark if the fears about the 
crop having been seriously affected by in¬ 
adequate winter rains and frost and scar¬ 
city of fertilizers and diesel oil come out 
to be true. The supply of fertilizers, ac¬ 
cording to knowledgeable circles, fell short 
of requirements by nearly 50 per cent. 
The fertilizer situation is expected to grow 
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: fven worse in the coming rhonths and it 
> s feared that the requirements of the next 
4 tharif crop, which will be of crucial im¬ 
portance to the national economy, would 
j »c met only to the extent of about 40 per 
» cent. Shortages of food, therefore, cannot 
l sc obviated unless the domestic output is 
; adequately augmented through imports. 

As regards industrial production, much 
vill depend on whether the power short¬ 
age can be mitigated and industrial peace 
Restored. If these difficulties are over¬ 
borne at least to some extent, industrial 
production indeed, can be stepped up sig¬ 
nificantly, as the supply of several agricul¬ 
tural raw materials for industry, especially 
..jute, cotton and oilseeds, is expected to be 
much better next year than it has been in 
the current year. The output of steel and 
■cement also can be raised considerably. 
The supply of raw materials will remain 
a constraint on production in only those 
industries which have to depend on im¬ 
ported materials to a substantial extent. 
This is due to the fact that the mounting 
import bill on account of crude oil and 
foodgrains will not only adversely affect 
the availability of foreign exchange for 
other imports but also the prices of im¬ 
ported materials have gone up sharply in 
the recent past. In the case of some im¬ 
ported materials, there arc even physical 
shortages in the world market. It is, 


therefore, difficult to secure them in ade¬ 
quate quantities. 

With a view to easing the power situa¬ 
tion, the output of coal next year is sought 
to be raised to about 95 million tonnes, as 
against about 80 million tonnes this year. 
The general budget has made a special 
provision for improving coal supply. But 
the crucial fact about coal situation is the 
frequent strikes in the mining areas as well 
as on the railways which, along with power 
shortage in the mining areas in east India, 
are acting as a drag on the output of coal. 

Unless coal production is raised to the 
above extent and the movement bottle¬ 
neck is broken, it will not only stand in 
the way of easing power supply but also 
hinder the switchover of the furnace oil- 
based industrial units to coal. The supply 
of furnace oil next year, it is estimated, 
will fall short of demand by about 10 per 
cent. So industrial units based on this 
fuel are being encouraged to switch over 
to coal. Not all such units can switch¬ 
over to coal. Yet a saving of nearly 0.8 
million tonnes of furnace oil can be easily 
affected in six to eight month's time. If 
coal is available, it can substitute furnace 
oil immediately, without any extra cost, 
to the extent of 0.5 million tonnes, for the 
industrial units consuming this quantity 
of furnace oil have facilities for using 


either coal or furnace oil. Boilers in seve¬ 
ral units can be converted into coal-fired 
ones in six to eight months. This will save 
the remaining 0.3 million tonnes of furna¬ 
ce oil. An all-out effort at raising cdal 
output and breaking the bottleneck of 
movement of this fuel, thus, can have a 
very wholesome effect on the economy as 
well as on railway finances. 

Even if the thrust of the price spiral 
next year js moderated, the provision 
made in the railway budget for increase in 
the dearness allowance of employees, how¬ 
ever, does not appear to be adequate. Al¬ 
ready a fourth instalment of increase in 
dearness allowance has fallen due and 
fears are being expressed that next year, at 
least three more increases will have to be 
effected. This can be expected to widen 
the gap between railways’ earnings and 
expenses. Relentless efforts will have to 
be made by railways for improving pro¬ 
ductivity so that the increase in the gap 
can be contained, The railway emplo¬ 
yees ought to realise their responsibilities 
to the nation. Of course, their grievances 
should be looked into e\peditiously and 
sympathetically, especially when they do 
not involve any significant extra financial 
burden on the organisation. 

Coming to the budget proposals of the 
Railway minister, the most pertinent fact 
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that is to be noticed is that as, in the recent 
past, an attempt has been made to raise 
nearly 70 per cent of the additional reven¬ 
ue through increases in freight rates and 
only about 30 per cent through the step¬ 
ping up of passenger fares and other 
charges affecting passengers. This obvi¬ 
ously could not be avoided in view of the 
need to raise large additional resources, 
for freight earnings account for approxi¬ 
mately 60 per cent of the total revenue of 
railways. 

It is encouraging to note that in his 
proposed changes in passenger fares, Mr 
\ Mishra, while increasing the burden on 
^ first class passengers, has not succumbed 
to the temptation of leaving the third 
class travellers untouched. He is bound 
to be assailed lor this by politicians. But 
it has to be recognised that he could not 
raise substantial revenue from passenger 
traffic without putting some additional 
burden on third class travel as well. 

The minimum fare for third class tra¬ 
vel by mail and express trains has been 
doubled to 50 paise for distances uplo 50 
kilometres. Theieaftcr, the fares have 
been progressively increased by amounts 
upto Rs 8 for distances beyond 3,000 
kilometres. The minimum fares for ordi¬ 
nary third class passengers has been step¬ 
ped up from 25 paise to only 30 puise for 


distances uplo 25 kilometres. For distances 
between 26 and 49 kilometres, the fare has 
been raised by 10 paise. The longer dist¬ 
ances will attract an increase ranging bet¬ 
ween 25 paise and a maximum of one 
rupee per ticket. These two measures 
are expected to yield Rs I8.06crorcs and 
Rs 16.48 crorefc per annum, respectively. 
The charges for travel in third class sleeper 
coaches also have been raised from Rs 4 
to Rs 5 for the first night und from one 
rupee to Rs 3 for each subsequent night 
in respect of the 3-tier coaches and from 
Rs 4 to Rs 5 per night in the case of two- 
lier coaches. 

Significantly enough, Mr Mishra has 
held his hand from charging more from 
the season ticket-holders, even though the 
loss to railways on this account is appre¬ 
ciable. This has been done presumably 
for fears of agitations from suburban pas¬ 
sengers which, indeed, are a volatile lot. 
The reservation charges for third class tra¬ 
vel too have been kept unchanged. 

The cost of platform tickets has been 
raised from 25 paise to 50 oaisc. This 
raise apparently has created an anomaly. 
Since the minimum fare will be only 30 
paise, the proceeds from platform tickets 
should fall short of expectations. The 
increases in the charges for travel in 
sleeper coaches and the sale of platform 


tickets along with the enhanced reserva¬ 
tion charges for AC chair from 50 puise 
to one rupse, for first class from one rupee 
to two rupees und for air-conditioncd 
class from one rupee to Rs 5, arc expect¬ 
ed to fetch an additional sum of Rs 3.68 
crores. 

In pursuance of his declaration Iasi 
year that the passenger fares of first class 
air-conditioned travel would be raised 
to the level of air tariffs, the sharpest 
increase in lares has been effected by Mr 
Mishra in ACC first class fares, the 
increase being Rs 15 to Rs 160 per ticket 
depending on distance. Similar increases 
have been effected in the first class fares 
of the two Rajjdhani expresses. The lares 
for air-conditioned chair cars and first 
class have been raised by Rs 2 lo Rs 16 
psr ticket, inclusive of the surcharge im¬ 
posed recently. These changes arc esti¬ 
mated to yield an additional revenue of 
Rs 4.44 crorcs. T he reservation charges 
for travel in AC chair car, first class and 
air-conditioned class too have been 
raised. 

The need to spare some additional 
capacity for carrying freight traffic in view 
of the burden cast on railways by the 
global oil crisis and the loss incurred on 
carrying passengers, do provide justifica¬ 
tion for raising fares. But the full benefit 
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of the increases cun accrue to railways 
only if malpractices by thtf staff are curbed 
with a heavy hand and ticket less travel 
is relentlessly checked. 

Freight rules have been increased flpr 
a number of commodities. These include 
oilcakes, firewood* charcoal, coal, sugar¬ 
cane, salt, gypsum, ammonium sulphate 
and superphosphate, urea, cement, caustic 
soda, manganese ore (other than for ex¬ 
port), iron ore, pig iron, iron and steel bil¬ 
lets, wires and rods, castorsceds, mustard 
oil, paper, sugar, kerosene, diesel oil, 
petrol, raw cotton, hydrogenated oil and 
aluminium utensils, flic increases in 
freight rates of these items, barring coal, 
range between five per cent at a lead of 
40 kilometers and 11 per cent at a dis- 
ance of 3,0*30 kilometers. In the ease of 
coal, the freight rate has been raised 
steeply which will affect the consumer 
price to as much as 5 to 6 per cent. The 
effect of the enhancement of freight rates 
on other commodities is estimated to be 
less than one per cent on their prices. 
These increases in freight rates are anti¬ 
cipated to bring in an additional revenue 
of Rs 84.22 erores per annum--Rs 39.33 
erorcs from coal alone. 

Transhipment charges 

The existing supplementary charge of 
5 per cent on parcels and luggage lias 
been raised to 15 percent, except in the 
case of fruits, vegetables and milk. 
Transhipment charges have been stepped 
up from a minimum of 10 pnise and the 
maximum of 20 paisc per quintal, depend¬ 
ing upon the nature of the commodity, 
to a minimum of 25 paisc and a maximum 
of 30 paise a quintal. These charges for 
coal have been raised from 60 paisc to 
Rs 1.50 a tonne. The yield from these 
changes in anticipated around Rs 9.5 
erores. 

The above incieases in freight rules 
admittedly can be expected to add to the 
inflationary tendencies in the economy, 
even though the effort is to bridge the 
gap between the cost of carrying goods 
and the existing freight rates. But this 
could not be avoided. The impact of 
increase in freight rates on the price lavel, 
however, can be mitigated a good deal if 
adequate wagon supplies and expeditious 
movement are ensured. The price level is 
disturbed to a much greater extent by dis¬ 
ruption in the movement of goods, leading 
to emergence of artificial scarcities. Some 
part of the increase in freight rates, of 
course, can be expected to be absorbed 
by the consumers or these materials who 
have been obliged to pay high premia on 
their purchases, leading to increases in 
their costs of production. Ensuring of 
supplies of coal particularly can help in 
better utilization of installed capacity. To 


that extent the higher incidence of fuel 
costs ought to be mitigated by increase in 
production in general. Wagon supplies 
admittedly have fallen short of require¬ 
ment in the past few months. The mis¬ 
takes of the past ought to be rectified. 
There is a good case for the stepping up 
of production of railway wagons. 

Foodgrains spared 

Mr Mishra has refrained from stepping 
up the freight rates on foodgrains on the 
movement of which the railways expect to 
suffer a loss of Rs 47,49 erores next year, 
as against about Rs 26 erores in 1972-73. 
This has been done with a view to con¬ 
taining the prices of foodgrains. Even a 
marginal increase in,the freight rates for 
foodgrains, however, could have yield¬ 
ed a substantial revenue. This would 
not have affected the prices in the open 
market which shot up this year to un¬ 
precedented levels. There can be no 
justification for subsidizing the movement 
of foodgrains on trade account. Even I he 
issue prices of controlled foodgrains are 
bound to be raised in the near future to 
contain food subsidy. The railways ought 
to have expected some relief in the burden 
of carrying foodgrains at heavily subsidised 
rates. By not raising freight rates for 
foodgrains, the railways arc not only 
subsidising the private trade but also the 
Food Corporation of India in the working 
of which malpractices are not wanting. 

In view of the fact that, owing to the 
sharp increase in the import bill of the 
country, particularly, because of the hike 
in oil prices, exports have to be stepped 


up a great deal so that the essential 
import requirements can at least be met, 
there, indeed, is called for ah expeditious 
study of the impact of increase in freight 
rates on exports. No doubt, export prices 
are quite remunerative for many items, 
there can still be several items in the 
case of which the increased cost of pro¬ 
duction will have to be compensated 
for, 

The foremost problem that has to be 
tackled today apparently is the contain¬ 
ment of the price spiral. The woes of the 
Railway minister have their genesis pri¬ 
marily in the ever-expanding prices spi¬ 
ral. Not only the cost of materials such 
as cement and steel are mounting rapidly 
but also the wages of employees. Unless 
concerted efforts are made by the govern¬ 
ment to contain the prices spiral, the 
sacrifices the nation is being asked to 
make would go was e. An overwhelming 
proportion of the raises effected in the 
passenger fares and freight rates this year 
as well as in the last three years have 
gone to meet the increases in these two 
elements of railway costs. Not much 
could be spared for developmental pur¬ 
poses. 

The operations of railways this year 
particularly have been very adversely 
affected by wildcat strikes, go-slow tactics 
and work-to-rule and work-lo-designation 
agitations. It is time that railway emplo¬ 
yees realised their responsibilities to the 
national economy. They arc not an ordi¬ 
nary work-force. 
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New era of Indo-German co-operation. 
Now in advanced science ana technology. 


JOINT 

NUCLEAR 

RESEARCH 

PROGRAMME 


The Federal Republic of Germany 
and India are opening up new 
avenues of international 
co-operation. As equal partners. In 
advanced science and technology. 
Preparing the basis for solving the 
problems of tomorrow. 

India and Germany are pooling 
their resources in selected fields. 
Expanding the frontiers of 
knowledge. For the common good. 

India and the Foderal Republic oi Gormany 
havp provided for: 

□ Exchange of information on peaceful 
utilization of nuclear energy 

□ Exchange of scientific and other 
research personnel 

p Execution of joint or co-ordinated 
research and development piojocts in 
reactor and fue» cell technology, 
safeguarding techniques and other areas 


FOR PROGRESS, 
PEACE AND 
SOCIAL JUSTICE 




Federal 
Republic of 
Germany 
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A LEADER 

AMONGST CABLES AND 
CAPACITORS 


Leaders in the field of power, control, signalling, ship trailing and 
special cables with paper, P.V.C. and rubber insulation for working 
voltage upto and including 33 KV. Bare conductors and paper 
and power factor improvement capacitors. 

UNIVERSAL CABLES LTD. 

Birla Colony, Satna (M.P.) 
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BUDGET DOCUMENTS 


Progress Below Expectations 


[^Presenting the budget of 
[4he government of India on 
^February 28, 1974, for 1974-75, 
mpe Finance minister, Mr Y.B. 
^ftiavan, said that the budge- 
iry gap at existing rates of 
ixes would amount to Rs 311 
rores. He listed the difficult 
ies which the economy was 
teing including the energy 
crisis, the sluggishness in the 
' industrial sector, the financial 
imblancc in the railways, the 
shortages of essential commo¬ 
dities and the paucity of funds 
for developmental schemes due 
to the excessive rise in non- 
Jevclopmcntal xpenditure, 

larger Plan 

Despite these hurdles, Mr 
;havan said that the govern¬ 
ment had decided in favour of 
, larger Plan to enable the 
country to move faster to¬ 
wards the twin objectives of 
Removal of poverty and attain- 
ient of economic self-reliance. 
The total provision for the 
central Plan in the budget in¬ 
clusive of union territory Plan 
of Rs 81 crores will amount 
to Rs 2,136 crores excluding 
central assistance of Rs 830 
crores for the Plans of the 
states. In addition, extra 
budgetary resources for finan¬ 
cing the central Plan will be 
of the order of Rs 574 crores. 
The resources for slate Plans 
will be equal to Rs 2059 crores. 
Thus, the total Plan outlay 
during 1974-75 is expected to 
be around Rs 4,769 crores as 
against Rs 4.364 crores in 
1973-74. 

The full text of part *A’ of 
the budget speech is given 
below:-— 

I rise to present the revised 
estimates for 1973-74 and the 
budget estimates for 1974^75* 

This is the fourth regular 
budget -of the Union Govern¬ 


ment which I have been pri¬ 
vileged to present to this 
House. The principal concern 
of every Central budget has to 
be to strike a proper balance 
between the requirements of 
accelerated growth, stability, 
greater social justice and self- 
reliance. In the long run, 
these objectives are self-rein¬ 
forcing. In the short run, 
however, a reconciliation of 
these objectives is not an easy 
task even under favourable 
conditions. During the last 
three years conditions have not 
been favourable; in fact they 
have been far from normal in 
many ways. In each of these 
years, wc had to face new 
challenges of extraordinary di¬ 
mensions. We have tried to 
meet those challenges to the 
best of our ability. I shall, 
however, readily admit that, 
because of unusually severe 
stains caused by a combina¬ 
tion of certain national and 
international factors beyond 
our control, progress in achie¬ 
ving our objective has fallen 
short of expectations. 

Challenges to economy 

I would like to state frank¬ 
ly that in the coming financial 
year the economy will be faced 
with even greater challenges. 
Its strength and adaptability 
will be severely tested. The 
steep rise in the price of crude 
oil and also some other com¬ 
modities has turned the terms 
of trade sharply against us and 
has rendered our tasks excep¬ 
tionally difficult. Recent deve¬ 
lopments must, however, be 
viewed in a wider historical 
perspective. Nowhere in the 
world has the process of so¬ 
cial and economic change been 
smooth or free from ups and 
downs. I find no reason, 
therefore, to lose heart or to 
start questioning our basic 
goals and objectives. Our socio¬ 


economic objectives remain 
us relevant as before. Our 
commitment to our goals i? 
as resolute as ever. Wc can¬ 
not give up the war against 
poverty, ignorance and disease 
because the going is more diffi¬ 
cult than anticipated, though 
our tactics may need to be re¬ 
adjusted to changing circum¬ 
stances. 

inflationary pressures 

As the House is aware, the 
Government has been deeply 
concerned about the acute in¬ 
flationary pressures that have 
prevailed in the economy dur¬ 
ing the last two years. The 
measures that have been adop¬ 
ted to deal with these infiatio¬ 
nary pressures are well known 
to the Honourable Members, 
It is a matter of deep regret 
to me that despite these mea¬ 
sures prices have continued to 
rise. The House will appre¬ 
ciate that the pressure on prices 
was inevitable as a result of 
the unsatisfactory perform¬ 
ance in the field of agri¬ 
cultural production in two suc¬ 
cessive years, 1971-72 and 
1972-73. The steep fall of 9.5 
per cent in agricultural output 
in 1972-73 was bound to upset 
the delicate balance between 
demand and supply. Because 
of a much sharper increase in 
international prices, the subs¬ 
tantial imports of foodgrains 
that wc arranged were also 
unable to exercise a stabilising 
influence on domestic prices. 
Even with a more normal kha- 
rif crop in 1973, the pressure 
on prices has not abated in 
view of other inflationary for¬ 
ces at work in the economy. 

It appears certain that the 
national income in 1973-74 
will record a significant 
growth; this will help to neu¬ 
tralise the unsatisfactory beha¬ 
viour of' national income in 


the two previous years, ll is, 
however, a matter of deep 
concern to us that in the 
Fourth Plan our overall rate 
of growth has been much lower 
than the Plan target. It is 
also a matter of deep regret 
that the upsurge in industrial 
production that was evident 
in 1972 was not sustained in 
1973. The available indicators 
suggest that there was hardly 
any increase in the rale of 
growth of industrial produc¬ 
tion in 1973. It will be a 
major objective of our econo¬ 
mic policy to revive the tempo 
of industrial activity in 1974. 
To secure an adequate rate of 
growth is the challenge that 
we face in the Fifth Five Year 
Plan. 

Import of foodgrains 

As the House is aware, in 
order to supplement domestic 
supplies, Government import¬ 
ed significant quantities of 
foodgrains and vegetable oil 
from abroad during 1973-74. 
These imports were necessary 
for the well-being of the 
nation, but have naturally 
greatly inflated our import bill. 
Fortunately, our exports have 
grown at a satisfactory rate 
and, as a result, the deteriora¬ 
tion in our balance of pay¬ 
ments has been contained with¬ 
in manageable proportions. 
However, it is no use minimis¬ 
ing the likely adverse dFect 
on our balance of payments 
which will inevitably arise as a 
result of the steep increase in 
the prices of crude oil and of 
commodities like fertilizer and 
non-ferrous metals, in the 
long run, among the most im¬ 
portant steps by which our 
economy can adjust to this 
massive structural shift in our 
terms of trade, without affect¬ 
ing our growth prospects, is 
by replacing oil, wherever pos¬ 
sible by other domestically 
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available sources of energy, 
and by intensifying the pro¬ 
gramme for oil exploration. 
In this context, the highest 
priority attaches to secure a 
significant increase in the pro¬ 
duction of coal in the shortest 
possible time. Even so, a 
large increase in our im¬ 
port bill is inevitable, and this 
will necessitate a significant 
increase in our export earnings. 
The oil crisis, while no doubt 
adding to our difficulties, has 
already created new export op¬ 
portunities in respect of products 
such as jute textiles, cotton 
textiles and leather goods. We 
must grasp this opportunity and 
do everything in our power to 
maximsc our export earnings. 
A comprehensive review ol our 
export prospects has been 
undertaken. This review will 
enable us to launch a well 
articulated prog rainnic for cx- 
ploiting fullv our export poten¬ 
tial. 

In my budget speech last 
year, I had listed control of 


inflation, promotion of higher 
levels of savings and invest¬ 
ment, greater viability of our 
external payments, and genera¬ 
tion o» new employment oppor¬ 
tunities as the most pressing 
immediate tasks before the 
nation. The steep increase in 
prices in the last one year, the 
severe pressure on the balance 
of payments that will inevitab¬ 
ly arise in the wake of higher 
prices of oil and other inter¬ 
national commodities, and the 
stagnation of industrial produc¬ 
tion in 197.1 have lent an add¬ 
ed urgency to these tasks. The 
relatively poor performance of 
the economy last year should 
not give rise to a growing feel¬ 
ing of doubt, uncertainty and 
cynicism. We must combat 
these attitudes and preserve 
the people's faith in our demo¬ 
cratic polity as an effective ve¬ 
hicle Of social change. 

1 he House will recall that 
the budget estimates for 1973- 
74 had envisaged a deficit of 
Rs 87 crorcs. This excluded 
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A remarkable seaman's engaged in carrying bulk 
guide compiled in Greek cargoes around the world, 
towards the end of the First strengthening and expanding 
Century A.D., “The Petiplus age-old trade links, 
of the Erythrean Sea", talks 
of the trade of Tamil lands 
with Greece and Rome.* 
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traditions, our modern 
“Chennai'’ vessels arc 
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provision for expenditure aris¬ 
ing out of the recommendations 
of the Third Pay Commission, 
since the Commission’s report 
was not available at the time 
of formulation of the budget 
proposals. It was anticipated 
that the acceptance of these re¬ 
commendations would raise the 
budget deficit to a level subs¬ 
tantially higher than Rs 87 
crores. However, subsequent 
events, largely an out-growth 
of the steep fall in agricultural 
output in 1972-73, have led a 
much greater deterioration in 
the budgetary position than 
was originally anticipated. 

Drought relief 

As Honourable Members 
are aware, extensive drought 
relief operations, started on 
account of the widespread and 
unprecedented drought in 1972- 
73, had to be continued to a 
large extent in 1973-74 also. 
At the peak of these operations 
1,43,740 relief woiks were 
opened over the entire country, 
and 93 lakhs of people were 
employed. It was hoped that 
with the onset of the mon¬ 
soon in 1973-74, and increas¬ 
ing involvement of the labour 
force m agricultural operations, 
t he number of people employ¬ 
ed on relief works would di¬ 
minish appreciably. Unfortu¬ 
nately this did not happen. 
Consequently the Central Go¬ 
vernment had to continue mas¬ 
sive assistance to State Govern¬ 
ments on this acccount. Ho¬ 
nourable Members will recall 
that a sum of Rs 100 crores 
was provided in the current 
year's budget lor this purpose. 
This provision proved to be 
wholly inadequate and had to 
be stepped up by another Rs 270 
crorcs. 

In this connection I would 
invite the attention of Honour¬ 
able Members to the observa¬ 
tions of the Finance Commis¬ 
sion regarding expenditure on 
relief for natural calamities. 
The Commission has urged 
that instead of incurring ex¬ 
penditure on relief on an ml 
hoc basis, provision should be 
made on a much larger scale 
for development of drought 
and flood-prone areas in the 
Fifth Plan, both in the Stale 
and Central sectors. Follow¬ 


ing these recommendations it 
has been decided to integrate 
these programmes with deve¬ 
lopment plans to the extent 
possible. 

Apart from larger assistance 
provided to State Governments 
for expenditure on natural 
calamities relief, provision for- 
special assistance to States to 
meet gaps in their resources,' 
and for specified projects, had 
also to be increased. The bud¬ 
get provided an amount of Rs 
191? crores for this purpose, an 
this will have to be stepped u 
by nearly Rs 91 crores. 

The Central exchequer ha<jt 
to bear other burdens as welL 
The expenditure on food sub-* 
sidy will be higher than the< 
provision of Rs 130 crorcs by.;, 
Rs 121 crores despite some 
revision in the issue prices of 
loodgrains. This is essentially 
due to the high cost of im¬ 
ported loodgrains. 

Dearness allowance 

The direct impact of the, 
price rise on Government' 
spending arises from the in¬ 
creased quantum of dearness 
allowance provided to Govern¬ 
ment employees this year, , 
Honourable Members will rc^ 
call that in accepting the recom¬ 
mendations of the Third Pay 
Commission we had agreed to 
a liberalised formula for dear¬ 
ness allowance to enable low 
paid Government employees to 
get adequate compensation for 
the rise in the cost of living. 
On this basis, the lour instal¬ 
ments ol' dearness allowance 
we have sanctioned will cost 
the exchequer nearly Rs 100 
crores. 

The impact of the rccom T , 
mendations of the Third 
Commission was estimated >it 
Rs 150 crores. This yU s a 
large commitment, particularly 
in the context of thft^diflicult 
economic situation prevailing 
in the country, and based 
on the expectation \>*at we 
would accept most of the Com¬ 
mission’s recommendations* 
We have in fact agreed to 
make some significant impro¬ 
vements jjn the Pay Commis¬ 
sion’s recommendations regard* 
ing the pay structure of Go¬ 
vernment employees; these im¬ 
provements alone are likely A 
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cost the exchequer Rs 61 crores tion to alleviate the hardships 
a year on a recurring, and Rs 25 and sufferings of large sections 
crores on non-recurring basis, of the people. It is this obli- 
The Government has stretched gation that has rendered a 
its resources to the utmost in larger deficit inescapable, 
order to meet the demands 


of its employees, f sincerely 
hope that they will appreciate 
this, and do their best to im¬ 
prove their efficiency and pro¬ 
ductivity. 

On the receipts side, there 
have been shortfalls. The 
stagnation in production in a 
number of major sectors of 
industry, caused by shortage of 
raw materials and p)wcr cuts, 
has adversely affected receipts 
from excise duties. Shortfall 
on this account is estimated to 
be Rs 107 crores. 

Railway finances 

As the Railway Minister 
stated yesterday, the finances 
of the Railways in 1973-74 have 
been under considerable strain 
for reasons dealt with at length 
in his speech. The net additio¬ 
nal impact of the financial 
working of the Railways on the 
general budget in the current 
year is expected to be around 
.Rs 109 crores. 

In order to meet the ad¬ 
ditional and inescapable de¬ 
mands on the Central Budget, 
and to contain the deficit to 
the minimum. Government had 
made serious efforts both to 
lap additional resources and to 
restrict expenditures. The net 
market borrowing by the Cent¬ 
re this year will amount to Rs 
472 crores, as against the Budget 
provision of Rs 326 crores. 
The expenditure requirements 
of the various Ministries were 
carefully reviewed and savings 
were located in their adminis¬ 
trative and other non-develop- 
mental expenditure. In view 
of the difficult resource posi¬ 
tion, a review of the Plan out • 
Jays was also undertaken, parti¬ 
cularly in regard to schemes 
which were not vital to the 
core of the Plan. 

Despite all these efforts, the 
year-end deficit will be of the 
order of Rs 650 crores* We 
are deeply concerned about 
the deleterious effects of deficit 
financing. But no Govern¬ 
ment can overlook its obliga- 


The next financial year is 
the first year of the Fifth Plan. 
A significant step-up in the rate 
of investment is clearly an es¬ 
sential condition for the real¬ 
isation of basic objectives of 
the Plan. At the same time, 
the general economic situation 
renders the task of raising the 
needed financial resources 
more difficult. The sharp rise 
in prices in the last two years 
has greatly increased non-tie- 
velopmental expenditure, parti¬ 
cularly on pay and allowances, 
thereby reducing the surpluses 
for development. In addition, 
the continued sluggishness of 
industrial production has affect¬ 
ed the growth of revenues. In 
framing the budget for 1974-75, 
we also have to take into ac¬ 
count the likely impact of the 
oil crisis and very high prices 
of many imported commodi¬ 
ties on the country’s balance of 
payments, the pattern of im¬ 
ports, and the growth of agri¬ 
cultural and industrial output 
on government revenues. 1 
would be the last to deny that 
there arc many sources of un¬ 
certainty and anxiety in the 
present situation. .Neverthe¬ 
less, I am convinced that a 
legitimate concern with our 
immediate problems must not 
lead to a neglect of our long 
term growth objectives. That 
would be a self-defeating exer¬ 
cise. In my view, recent events 
have only further vindicated 
the soundness of a development 
strategy which must succeed in 
strengthening the country’s in¬ 
dustrial and energy base. 

Plan outlaj 

The Budget for 1974-75 pro¬ 
vides for a total outlay of Rs 
2966 crores for the Plan. Out 
of this Rs 911 crores have been 
provided as assistance to State 
and Union Territories Plan, 
while the provision for the 
Central Plan is Rs 2055 crores. 
This provision represents a 
difficult compromise between 
two conflicting considerations, 
namely to keep deficit financing 
to the minimum and to keep 
the wheels of production 
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WELCOMES YOU 


\ Whether you are an individual or representative of an 
Industrial group with intention to start an industry m 
association with us in Tamilnadu, T1DCO welcomes you. 
If you hive worthwhile ideas, TIDCO will take immediate 
steps to translate your ideas into action. Once the pro¬ 
fitability and viability of a project is established, TIDCO 
will proceed without delay, to put together a corporate 
structure and financing plan in pirtnersbip with you or 
your organisation. 

TIDCO’s Industrial growth includes: 

Public iSzctor Units/Company 
♦Tamilnad Cements, Alangulam (Arusu Cement) 
♦Tamilnadu Steels, Arkonam (Slcli Billets etc.) 
♦Tamilnadu Synthetic Fibres Limited (Nylon 6 Filament 
yarn) 

Joint Sector Enterprises: 

♦Southern Petrochemical Industries Corporation Limi¬ 
ted (Fertilisers) 

♦Tamilnadu Chemical Products Limited (Sodium Hydro¬ 
sulphite) 

♦Tamilnadu Rubber Limited (Automobile tyres and tubes) 
*Tuticorin Alkali Chemicals Limited (Soda Ash) 
♦Tamilnadu Chromates and Chemicals Limited (B.C.T, 
Powder) 

♦Pandian Chemicals Limited (Potassium Chlorate) 

♦The Southern Boraax Limited (Borax and Boric Acid) 
♦Tamilnadu Fluorine and Allied Chemicals Limited (Alu¬ 
minium Fluoride) 

♦Tamilnadu Dadha Pharmaceuticals Limited (Pharmaceu¬ 
ticals) 

♦Fine Measure Instruments Limited (Precision Measuring 
Instruments) 

♦Dynavision Limited (T.V. Sets) 

♦Marthy Crystal Salt Company Limited (Salt and Marine 
Chemicals) 

♦Tamilnadu International Electronics Limited (High vol¬ 
tage power suppliers and auxiliary equipment) 

♦Asia Tobacco Company Limited (Cigarettes) 

♦Great Sec Trawler Building Yard Mandapam Limited 
(Fishing Trawlers) 

♦Asian Bearings Limited (Ball Bearings) 

♦Tamilnadu Alkaline Batteries Limited (Batteries) 

TIDCO PROMOTES INDUSTRIES TO-DAY 
FOR A BRIGHTER TO-MORROW 

Tamilnadu Industrial Development 
Corporation Ltd. 

(A Ciavcrnmenl of Tamilnadu Undertaking) 

150-A Anna Salai. MADRAS-600002. 

Tele. Nos 86056-57-58 & 812581 
Gram: ‘TIDCO’ Telex: TIDCO MS. 678 
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IS a rich brew is what 
you want from your tea 

Just say the name! 







< UPTON > 



Richbru—made from the 
finest CTC leaf blended by 
experts at Lipton. 

Rich in colour, rich in flavour 
to give you a cup of tea 
that's good, rich and strong. 

Cheer up with 

Lipton’s 

Richbru 


Onty packaged teas retain 
their flavour and freshness. 


^.$5 str«»e 


me miu 
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High-protein diet lor industry! 



Industrial turbo-sets from 
BHEL- Hyderabad are a powerful 
package deal — at work in giant 
paper mills, steel plants, refineries, 
chemical factories and sugar 
mills, serving their power and 
process requirements. 

BHEL-Hyderabad offers turbo-sets 
that enable you to have power to 
serve your industry — wherever you 
want tt. 

These turbo-sets come in capacities 
from 1.5 MW and upwards and are 
manufactured in collaboration with 
SKODA of Czechoslovakia. 

BHEL-Hyderabad's main line, 
however, is manufacture of 110 MW 
and 60 MW turbo-sets. These 
power generating machines have 
already been supplied to the 


Ennore, Kothagudem, Indraprastha, 
Guru Nanak and Harduaganj 
thermal stations. 

Right now, more turbo-sets are 
being built for supply to Baraum, 
Panipat, Faridabad, Patrathu 
and Panki thermal stations. 
BHEL-Hyderabad's annual capacity 
is 9,00,000 KW of power generation 
equipment. 

And, BHEL-Hyderabad provides 
employment to over 8,000 people — 
people who are involved with 
various trades, skills and discipli¬ 
nes; people who are part of BHEL's 
growing family. 

BHEL-Hyderabad — more 
than turbo-eats 

BHEL-Hyderabad's role in industry 
doesn't end with turbo-sets. It 


also manufactures Minimum Oil 
Circuit Breakers for voltages from 
25 KV, Air-Blast Circuit Breakers 
for voltages from 132 KV. Plus, there 
is a wide range of Centrifugal 
Compressors and also Boiler Feed 
Pumps. 
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(A Government of Indie Undertaking) 
Heavy power Equipment Plant 
Ramachandrapuram 
Hyderabad 500032 
Registered Office: , 

18-20 Kasturba Gandhi Marg 


New Delhi 110001 
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in the current year which is 
4 i substantial increase. 

While every effort has been 
made to provide resources to 
stimulate industrial produc¬ 
tion, the requirements of the 
agricultural sector have not 
heen ignored. We are provid¬ 
ing Rs 246 crores as budgetary 
•support of agricultural prog¬ 
rammes. The behaviour of 
agriculture has a crucial im¬ 
pact on the growth of national 
income, prices, industrial pro¬ 
duction, balance of payments 
and the distribution of income. 
Accordingly, we shall not allow 
paucity of resources to stand 
in the way of maximising our 
agricultural output. Honour¬ 
able Members will be happy to 
note that various agricultural 
schemes which we have under¬ 
taken in the last few years 
such as schemes for small and 
marginal farmers, tribal deve¬ 
lopment, development of hill 
areas, provision of institutional 
credits, drought-prone areas 
programmes, and the applied 
nutrition programme arc mak¬ 
ing satisfactory progress. 


Within the overall con¬ 
straints of res jurces, and after 
meeting the minimum needs of 
the core sectors of develop¬ 
ment 1 have attempted to pro¬ 
vide as large funds as possible 
for social services like educa¬ 
tion, health, family planning, 
social welfare and housing. The 


provisions made in earlier Plans 
for meeting minimum essential 
needs for social consumption 
did not achieve the desired re¬ 
sults, mainly because related 
programmes were not given 
due priority, and an effective 
integration of facilities was not 
attempted. Honourable Mem¬ 
bers are aware that the draft 
Fifth Plan has provided for a 
National Programme of Mini¬ 
mum Needs to achieve a certain 
minimum level of social con¬ 
sumption in the form of elemen¬ 
tary education, rural health, 
drinking water, provision for 
slum clearance, rural roads and 
rural electrification. 1 hope 
that the State Governments 
will be able to ensure effective 
utilisation of the resources al¬ 
located for this programme. 


The total provision for the 
.Central Plan in the Budget 
inclusive of Union Territory 


Plan of Rs 81 crores wiH 
amount to Rs 2136 crores ex¬ 
cluding Central assistance of 
Rs 830 crores for the Plans of 
the States. In addition, extra 
budgetary resources for finan¬ 
cing the Central Plan will 
amount to Rs 574 crores. The 
resources for State Plans for 
1974-75 will be of the 
order of Rs 2059 crores. 
Thus, the total Plan outlay 
during 1974-75 will amount 
to Rs 4769 crores as against Rs 
4364 crores in 1973-74. 

We have decided in favour 
of a larger Plan outlay to en¬ 
able us to move faster towards 
the twin objectives of removal 
of poverty and attainment of 
economic self-reliance. I am 
however convinced that Plan 
investments can yield benefits 
on the scale anticipated only 
if the Plan is implemented 
efficiently and all the partici¬ 
pants in the productive pro¬ 
cess-management and labour 
-•accept the larger obligations 
they owe to the community. 
Maintenance of satisfactory 
industrial relations particularly 
in key sectors is absolutely 
essential if the Plan targets are 
lo be achieved. Monetary and 
fiscal policies should be directed 
towards the achievement of Plan 
objectives. These policies will 
have to be supplemented by 
the adoption of effective ma¬ 
nagement techniques in the 
allocation ofr esources, proper 
selection and phasing of pro¬ 
jects and programmes and 
close monitoring of program¬ 
mes. The productivity of 
public expenditure program¬ 
mes can be enhanced consider¬ 
ably if continuous attention is 
paid to the flow of expenditu¬ 
re so that appropriate correc¬ 
tive action is taken well in 
time to ensure that the bene¬ 
fits expected are fully realised. 
This can be achieved only if 
financial control and manage¬ 
ment accounting functions are 
dovetailed with the responsi¬ 
bility for execution of prog¬ 
rammes. We are, therefore, 
contemplating some structural 
changes in the financial manage¬ 
ment system so as to match 
the authority for taking deci¬ 
sions with the responsibility 
for producing results. 

The new accounting classic 


location prescribed by the Corr^ 
ptrOlter ind* Auditor General 
reflects more meaningfully the 
functions, programmes ’ and 
activities of the Government. 
The fiudget is framed on the 
basis of this new classification. 
With this, Performance Bud¬ 
geting, which is already in 
vogue, will, 1 believe, receive a 
further impetus and it will be 
made an effective instrument 
to measure the efficiency of 
the allocation of resources and 
the returns therefrom. 

The outlay on Defence has 
been provided at Rs 1915 crores 
which includes the provision 
for additional funds required 
on account of the acceptance 
of the recommendations of the 
Third Pay Commission. Keep¬ 
ing in view the large require¬ 
ments of national defence and 
security, the provision for 
Defence could not possibly be 
kept at any lower level. 

On the side of resources, 
we have to reckon with the 
likely adverse impact of the 
energy crisis on revenues, 
though it is difficult to estima¬ 
te the impact at this stage with 


any degree of certainty. As art 
allowance for this factor, we 
have assumed some decelera¬ 
tion in the growth of revenues 
from excise and customs. To¬ 
gether, these two sources are 
expected to yield Rs 3769 cro¬ 
res in, 1974-75 as compared to 
Rs 3608 crores in 1973-74 ac¬ 
cording to the revised estima¬ 
tes. The estimated yield from 
direct taxes is Rs 1423 
crores as against Rs 13^4 
crores in 1973-74 revised esti¬ 
mates. 

The progress in small sav¬ 
ings collections is gratifying 
and estimates for 1974-75 are 
placed at Rs 360 crores. The 
estimated net receipts from 
market borrowings at Rs 49K 
crores also show a marginal 
improvement over 1973-74. 

Taking into account ail the 
provisions for expenditure and 
the estimates of resources, the 
budgetary gap at existing rates 
of luxes will amount lo Rs 311 
crores. The House will natu¬ 
rally be anxious lo know us to 
how I propose to meet this 
gap. I now turn to this 
task. 
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WE ME HERE TO SERVE YOU: 


* Handling, movement, scientific preservation and 
storage of agricultural products and inputs an3T 
other commodities at low cost. 

* Credit facilities against Warehouse Receipt 
t hrough Scheduled Banks. 

* Disinfestation Extension Service at your godowns. 

All this is offered through a network of 800 Central 
and State Warehouses in the country. We have an 
answer for all your storage and connected problems, 

CENTRAL WAREHOUSING CORPORATION 

(A Government of India Undertaking) 

C-90, N.D.S.E. PART II, • 

NEW DELHI-110049. 
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The Uncovered Budgetary Gap 

S' 


Discussing ini, taxation 
proposals for 1974-75 the 

* Finance Minister, Mr Y.B. 
;,Chuvan. said that the additional 
.revenue acciuing to the 
’ government as a result of the 
:new imposts would be R$ 18b 
’crores as against the hudgetniv 
[gap of Rs 311 crores. The 
'total additional tax revenue will 

* be equivalent to Rs 212 crores 
1 while the share of the states 
[ will amount to Rs 26 crores 

j No addition to tax revenue is 
' expected from the direct taxes; 

1 the highest additional yield at 

* Rs 191.47 crores is anticipated 
1 from union excise duties 
| followed by Rs 20.05 eiorcs 
: from customs. 

1 The full text of part “B" of 
the Finance Ministers speech 
‘ follows: 

1 Direct taxes 

I come ftrsi to the proposals 
f in the field of direct taxes. As 

* Honourable Members arc 

* aware* the Direct Taxes Fnquiry 
- Committee has made a number 
j* of recommendations in regard 

to direct taxes. Several of 
these recommendations have 
already been implemented. 
Provisions to give effect to 
some other recommendations 
are included in the Taxation 
Laws (Amendment) Bill, 1973 
which is at present before a 
Select Committee ot this 
House. One of the important 
recommendations of the Com¬ 
mittee relates to reduction in 
the rates of taxes. The Com¬ 
mittee has expressed the view 
that prevalence of high rates 
is the lirst and foremost reason 
for tax evasion, because this 
is what makes the evasion, in 
spite of attendant risks, profit¬ 
able and attractive. The Com¬ 
mittee has, accordingly, recom¬ 
mended that the maximum 
marginal rate o! income-tax, 
including surchuigc, should be 
brought down from its present 
lever of 97.75 per cent to 75 
per cent. Simultaneously, there 
should be a reduction in tax 
rates at the middle and lower 
levels, 7lus recommendation 
of the Committee has been 
accepted by Government with 


mhor modifications. I accord¬ 
ingly propose to lower taxes at 
all levels of personal incomes. 
Under the proposed rate 
schedules, no income-tax will 
be payable by individuals or 
Hindu undivided families hav¬ 
ing income not exceeding 
Rs 6,( 00. The marginal rate 
of basic income-tax will stand 
at 70 per cent on the income 
in the slab over Rs 70,000. In 
the ease of Hindu undivided 
families having at least one 
member with an independent 
total income exceeding the 
minimum exemption limit, the 
marginal rale of 70 per cent 
will be attracted at income 
levels over Rs 50,0C0. The rate 
of surcharge will be reduced to 
a uniform level of 10 per cent 
in the ease of all categories of 
non-corporatc tax-payers. The 
combined incidence of income- 
tax and surcharge, in the ease 
of individuals and Hindu 
undivided families, will stand 
at 77 per cent of the taxable 
income in the highest slab. 

In view of the reduction in 
taxes on personal incomes, I do 
not think it is necessary to 
continue the preferential tax 
treatment in respect of incomes 
derived by non-corporate tax¬ 
payers through providing 
technical ‘know-how' and 
technical services to Indian or 
foreign enterprises. 1, accord¬ 
ingly, propose to withdraw the 
existing concession in this 
regard. 

Reducing disparities 

In order to ensure that the 
effectiveness of the fiscal instru¬ 
ment for reducing disparities 
m incomes and wealth is not 
impaired, I propose to increase 
the rates of wealth-tax on the 
slabs of net wealth over 
Rs 5,C0,0C0 in the case of 
individuals and Hindu undivid¬ 
ed families, where no member 
has net wealth exceeding Rs 
1,00,<00. The rate of wealth- 
tax on the slab of Rs 5,00,001 
to Rs 10,00,000 will be increas¬ 
ed from 2 percent to 3 per¬ 
cent, and on the slab dT 
Rs l(),C0,C01 to Rs 15,Q0,C00 
from 3 per cent to 4 per cent. 


in the ease of Hindu undivided 
families having at least one 
member with net wealth exce¬ 
eding Rs 1,00,000, the rate of 
wealth-tax on the first slab of 
Rs 5,00,000 will be raised from 
2 per cent to 3 per cent and on 
the slab of Rs 6,00,001 to 
Rs 10,00,000 from 3 per cent to 
4 per cent. 

Wealth tax 

1 also propose to rationalise 
some of the exemptions avail¬ 
able at present under the 
Wealth-tax Act. I propose to 
withdraw the separate exemp¬ 
tion in respect of farm houses. 
Taxpayers will, however, have 
the option to claim exemption 
in respect of one farm house, 
or one other house property 
within the existing limit of 
Rs 1,00,000. Exemption in 
respect of agricultural land will 
be linked with the exemption 
in respect of specilied financial 
assets, so that the total exemp¬ 
tion in respect of agricultural 
land and specified financial 
assets will be limited to 
Rs 1,50,000. At present, the 
value of the taxpayer's interest 
in insurance policies before 
their maturity is completely 
exempt from wealth-tax. A 
similar exemption is also 
available in respect of the 
taxpayer's right in any annuity 
which is not commutable into 
a lump sum grant. These 
exemptions have been exploited 
by certain individuals by taking 
out single premium policies of 
very large amounts. I propose 
to modify these provisions so 
that complete exemption will 
be available in lespect of 
insurance monies only where 
premia have been paid over a 
period of 10 years or more. 
As regards annuities, I propose 
to withdraw the exemption in 
respect of non-eommutablc 
annuities if such annuities 
have been purchased by the 
taxpayer himself, or by any 
other person in pursuance of a 
contract with him. 

The changes in the Wealth* 
tax Act will yield about Rs 9.5 
crores in a full year, which will 
accrue in the financial year 


1975-76. The reduction in the? 
rates of income-taxon personal 
incomes would ordinarily haver 
resulted in a loss of about 
Rs 60 crores in a full year and 
Rs 36 crores in the financial 
year 1974-75. I am, however* 
not taking any loss into account 
for budgetary purposes as If 
expect that the redaction in the 
rates of taxes will lead to 
belter tax compliance, and full 
disclosures of incomes by all 
taxpayers. 

In the case of registered 
firms, two surcharges are pre¬ 
sently levied. I propose to 
merge the ordinaiy surcharge 
payable by such firms with the 
basic income-tax, and specify 
only one suicharge at the uni¬ 
form rate of 10 per cent. In 
order lo retain the liability in 
respect of basic income-tax in 
the ease of professional firms, 
as well as other firms at 
more or less the existing 
levels, I propose to prescribe 
two separate rate schedules in 
the case of such firms. 

Relief extended 

In my budget speech for 
1971-72, I gave notice of 
Government's intention to 
withdraw the development 
rebate in respect of ships, 
acquired or machinery and 
plant installed after May 
31, 1974. It now appears that 
industry has in some cases not 
been able to secure timely 
delivery of plant and mach¬ 
inery both from foreign and 
indigenous manufacturers which 
has caused a setback to the 
timely completion of some of 
the industrial projects which 
would in the normal course 
have been completed before 
May 31, 1974. Several unfore¬ 
seen factors are responsible for 
this, such as uncertainty pre¬ 
vailing in the international 
market, dependence of indigen¬ 
ous manufacturers on imports 
in respect of critical parts or 
raw materials, difficulties in the 
availability of shipping space* 
power shortage etc. Relief is 
deserved in 4 such cases, and I 
propose to extend the opera¬ 
tion of the development rebate 
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by one year in cases where 
there is conclusive evidence to 
show that contracts for pur¬ 
chase of machinery and plant 
were finalized before December 
I, 1973. This extension will 
also be available in respect of 
ships acquired up to May 
31, 1975, if the contracts for 
purchase were made before 
December 1, 1973. 

The critical shortage of 
petroleum products has resulted 
in an unexpected crisis as a 
result of which industry has to 
be encouraged to switch over 
to other sources of energy. 1, 
accordingly, propose to allow 
development rebate in respect 
of* coal-fired boilers or any 
machinery or plant for con¬ 
verting oil-fired boilers to 
coal-fired boilers where these 
are installed before June 
1, 1975, 

In order to simplify the 
assessment procedure in the 
case of salaried tax-payers, I 
propose to substitute the 
separate deductions in respect 
of travelling, books, taxes on 
professions and expenditure 
incurred in the performance of 
duties by a standard deduction 
up to a maximum of Rs 3,5<K>. 
Simulianeously 1 propose to 
place the valuation of perquisi¬ 
tes of employees on a more 
realistic basis. I also propose 
to liberalise the tax treatment 
of retirement benefits in certain 
directions. The retiring gratui¬ 
ties payable under the Pay¬ 
ment of Gratuities Act, 1972 
will be completely exempt from 
income-tax. In the case of 
employees not covered by that 
Act, the alternative ceiling 
limits on the exempted amount 
of gratuities will be raised from 
Rs 24,000 to Rs 30,000 and 
from 15 months* salary to 20 
months’ salary. 

Financial corporations 

In order to enable State 
financial corporations to build 
up reserves at an accelerated 
pace, 1 propose to raise the 
ceiling limilt in respect of 
amounts transferred to tax 
exempt reserves to 40 per cent 
of the current profits. 

There are a large number 
of public charitable trusts and 
registered societies engaged in 
the development of khaai and 
village industries. These trusts 


and societies are doing com¬ 
mendable work under the direct 
supervision of the Khadi and 
Village Industries Commission. 
I propose to exempt all such 
institutions from income-tax 
provided they are approved by 
the Khadi and Village Indus¬ 
tries Commission. 

As a result of the change in 
pricing policies, some of the 
industrial companies arc making 
windfall profits. I feel that the 
exchequer should also secure a 
larger share of these profits. I, 
accordingly, propose to increase 
the rate of surtax from 30 per 
cent to 40 per cent in respect 
of chargeable profits of com¬ 
panies exceeding 15 per cent 
of the capital. This measure 
will yield Rs 5 crorcs in a full 
year and this will accrue in 
1975-76. 

No net effect 

To sum up, in the field of 
direct taxes no effect is expected 
on tax revenues during the 
next financial year as a result 
of the proposals outlined by 
me. In the financial year 
1975-76, there will be an addi¬ 
tion of Rs 14.5 crores as a 
result of these changes. 

Sir, I will now move on to 
the proposals relating to 
indirect taxes. 

As in the past, 1 have neces¬ 
sarily to rely more heavily on 
indirect taxes, particularly 
excise duties. The scope for 
raising resources from other 
measures having become 
severely limited, the choice 
before me has really been 
between raising indirect taxes 
and resorting to deficit financ¬ 
ing and the former, I feel, is 
the better alternative. 

Taking up Central Fxciscs, 

I shall first deal with some 
important measures for raising 
resources exclusively for the 
Centre. Honourable Members 
are aware that a new provision 
was made last year for levying 
auxiliary duties of excise on all 
excisable goods at an amount 
equal to 20 per cent of the 
value of the goods. These 
levies were restricted to certain 
selected items at a level needed 
to meet the demands of the 
Centre then. I propose to 
continue this provision for 
another year. While the effec¬ 


tive levies on the items chosen 
last year will remain unchan¬ 
ged, I propose to add selectively 
some more to the list. 

Briefly, my proposal is to 
levy auxiliary duties at the rate 
of ten per cent of the effective 
basic duty on unmanufactured 
tobacco, cigarettes, smoking 
mixtures, plywood and cement; 
at the rate of twenty per cent 
of the effective basic duty on 
dyestuffs, optical bleaching 
agents, gases, rubber products 
and plastics; at the rale of 
thirty-three and one-third per 
cent of the effective basic duly 
oil paints and varnishes; and 
at the rale of fifty per cent of 
the effective basic duty on 
aerated waters, glycerine, cos¬ 
metics and toilet preparations. 
Through these proposals and 
as a result of the modifications 
of the basic excise duties I am 
proposing on the existing 
items, 1 expect lo raise Rs 62.38 
crores in a year, by way of 
auxiliary duties. 

In the case of steel as well 
as other metals, the auxiliary 
duties arc proposed lo be 
applied only to indigenous pro¬ 
duction and will not be 


attracted by wav of countervail¬ 
ing duty on imports, as hitherto. 
1 propose to extend a similar 
exemption in the case of 
plastic*?. 

Wider range 

In the sphere of basic excise 
duties, my proposals naturally 
cover a wider range and have 
been made with the multiple 
objects of rationalisation, curb¬ 
ing consumption, mopping up 
fortuitous gains and, not the 
least important, I must confess, 
raising revenue. In November, 
1973, following successive 
increases in crude oil prices 
and cuts in crude oil supplies, 
and as one of a series of 
measures, the basic excise duty 
on motor spirit was raised from 
Rs 1000 per kilolitre toRs 2000. 
per kilolitre. In view of the 
continuing need for exercising 
restraint and economy in the 
consumption of a number of 
other petroleum products, and 
to prevent their misuse, I pro¬ 
pose to increase substantially 
the basic excise duties in 
respect of “special boiling 
point” spirits, raw naphtha 
intended for methanol and 
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1 petro-cheinicals, benzene etc. 
used for a variety of purposes, 
asphalt and bitumen, mineral 
turpentine oil, waxes and 
blended or compounded lubri- 
I eating oils and greases. Through 
, these proposals, I expect to 
1 raise an additional revenue of 
i Rs 22.48 crorcs from the pet¬ 
roleum group. 

I The rates of excise duty on 
various types of motor vehicles 
have remained unchanged for 
1 some years now. I, therefore, 

■ propose to rationalise the rates 
of duty by replacing the 
existing alternative rales by 
ad valorem tales. 1 intend 
imposing a uniform rate of 9 
per cent ad valorem on vehicles 
1 like scooters, motor-cycles, 

, mopeds, auto-rickshaws and 
other three-wheelers. Motor 
vehicles of not more than 16 
H.P. by R.A.C. rating, which 
cover passcnger-cars, jeeps, 
etc., are at present assessable 
at a rate of duly of 13.33% 
ad valorem . I propose to 
increase this rate to 20% at/ 
valorem in respect of vehicles 
with body and to 25% a d 
valorem in respect of others, 
including those cleared asdrive- 
iiway chassis. Big-sized cars 
; will pay a higher duty at 40% 

| ad valortm . 

: Commercial vehicles 

Commercial vehicles have 
had the benefit of concessional 
‘specific* rates fixed some years 
, ago. 1 propose to discontinue 
i these and impose a uniform 
[ ad valorem rale of 12J percent. 

1 In that process, certain extru- 
! heavy vehicles, which arc at 
[ present paying duty at the 
| tariff rate, will get an incidental 
t benefit of 21 per cent. I do 
| not, however, propose to 
j change the existing rates on 
>tractors and trailers. 

I The proposals relating to 
r motor vehicles are estimated to 
[ net an additional revenue of 
; Rs 16.25 crores. 
i As part of the socio-econo- 
i mic objectives of the Govem- 
[ ment, l have some proposals 
1 to restrain consumption by the 
\ more affluent section of the 
!; community. The existing rates 
r of duty on refrigerators, air- 
jj conditioners, refrigerating and 
| air-conditioning machinery, 
t appliances, and parts, arc being 


stepped up, with certain modi¬ 
fications in respect of a few 
existing exemptions. The pre¬ 
sent concessional rates in favour 
of public-run hospitals, cold- 
storagq plants and factory 
establishments are not, how¬ 
ever, being disturbed. These 
changes are expected to bring 
in additional revenue of Rs 5 
crorcs in a year 

Anxiety for entertainment 

Some of the manufacturers 
of T.V. sets have been regaling 
us with advertisements exhort¬ 
ing the public to "budget for 
a T.V. set” to forestall the 
Central Government Budget. 
As a compliment to these 
soothsayers on the accuracy of 
their prediction, 1 propose to 
increase the duty on T.V. sets 
from 10 per cent ad valorem 
to 20 per cent ad valorem . 
Extended play records are also 
being brought within the duti¬ 
able category. While these 
proposals will make entertain¬ 
ment costlier for the wealthy, 
I am anxious that music, enter¬ 
tainment and knowledge should 
reach the less privileged in 
wider measure at lesser cost. 
To this end, 1 propose to 
exempt totally all radio-sets 
produced in the small-scale 
sector and sold to the consumer 
at a price of not more than 
Rs 225 per set. These measures 
are estimated to bring in a net 
revenue of Rs 1.20 crores. 

1 have been avoiding major 
changes in the rates of duties 
on various cotton textiles, 
including cotton yarn, except 
to the limited extent of raising 
resources for the States. The 
rates of duty are ‘specific' and 
were fixed in 1969 at a time 
when the industry was beset 
with difficulties. There is, 
therefore, a clear need for 
revision, especially as the 
industry has since recovered. 
Cotton textiles being an item 
of mass consumption, I am 
quite alive to the need for 
forbearance in increasing the 
rates of duty on certain cate¬ 
gories of yarn and fabrics. My 
proposals, therefore, cover only 
super-fine, fine and medium-A 
fabrics, which are subjected to 
sophisticated processes, such 
as, mercerising/shrink-proofing/ 
sanforizing. In the case of 
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ARE YOU SETTING UP 
AN INDUSTRY IN U.P. 

Please contact us for — 

1. Industrial Plots available in Sikandrabad, 
Varanasi. Hardwar, Bareilly, Sandila, Lucknow, 
Kanpur, Rae-Bareli, Nalnl (Allahabad) at low 
rates and on deferred payment basis. 

2. Financial assistance to the Public Limited 
Companies by way of underwriting of their 
share capital. 

For particulars please contact— 

THE MANAGING DIRECTOR 


U.P. State Industrial Development 
Corporation Ltd. 

Post Box No. 413, G.T. Road, KANPUR. 

Phone ’.--62857/66920 
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THE LACCIFER LACCA 



a little red insect 

that serves you in 
your everyday life 

A mi'aoscnpi., insect. It sc-ciotc'. ihfii Indispnvalilu rum. luc . ... 
serving you quietly in things of nvnryd.iy »«?.» Thai wonderful 
polish on your furmtuio . it’:* ShrlLii AilduH to rubber as 

a haidcrtu . .. your shoo soUs wimi longrr Used in latitats ami 
r.ipstik 1 :; as n pro'ieivtilive The t*lf i tural industry can’t do without 
it. . insulator:;. It has innumm.iblt* other use s in cosmntnis. 
photography, punting, ceramic* and eve n confections'!v 
Vos, its difficult to find :i thing that hasn't used Shellae at some 
stage or tho othur. 

Shnllac earns valuable foreign e xchange fot India.to thu 

turn of Ra 6 croros annually 


SHELLAC EXPORT PROMOTION COUNCIL 

>4/113. L:ij Siiui I. LmIuiiM /00001 • INDIA 


§ 

§ 

5 


/w' a . /. y.-‘*e_ y v.. .e. jy_ y \ ,r*v. - /. .ov.; ■/,>'*h . v^v .- ^****>» 


Meeting the Country's needs for 
Electronics Products—ECIL. 


Sophisticated electronic equipment for today’s needs, ideas that anticipate tomorrow’s- IX IL is 
guiding India's fast dc\eloping electronic technology into the right channels. 

In six short years, crammed with achievements and with a numbei of pomecring firsts to its credit, 
ECIL has risen to the position of a lender m the Electronics field. 




The manufacture of the top grade equipment and components is only part of the story. ECU lays 
greater emphasis on research and development and the maturing of indigenous know-how and technical 
skills: to develop new and better ways of doing things; to ensure self-sufficiency tomorrow. 

Working with enthusiasm, FCIL has been able to accomplish much. Has plans to do much more. 


ELECTRONICS CORPORATION OF INDIA LTD. 

H Y D E R A B A D—-500 MO (A.P.) INDIA. 
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U.l\ AGRO HELPS BRING YOG PROSPERITY BY. 


4 *’• I uming Given Revolution into a reality by supplying impoved Agricultural implements; Threshers § 

of different II.P. Cultivators, Disc-harrows & Disc ploughs with imported discs, Sssd-cum-Ferti- ( ) 

li/er drills (power driven) Grain Storage Bin; Olpud Threshers and Power Tillers, Trollies with carry- 
mg capacity of 3-5 tons load are renowned for quality and material used. c 

* Helping to increase cattle wealth and make the White Revolution come true by manufacturing jjj 

balanced cattle, sheep, poultry and Chick feeds of high quality and nutrition. a- 

Selling fertilisers and pesticides and also assisting the cultivators to fetch crop loans from the banks. S 

*’ * Selling, installing and repairing Pumping Sets for irrigation purpose. ^ 

*' Distributing renowned 'Praetors of foreign make 1o the farmers. ^ 

11 * Munulucttiling spare parts of Zetor tractors using high carbon steel which arc as good as imported ^ 

spare parts. £ 

* Selling imported spare parts of Zetor, Rumanian and T-25 tractors to genuine cultivators after as- ^ 

cerlaining their need. ij) 

" * I aking lip the revolutionary work of Tractor Renovation. § 

s: l ‘ r Custom Hiring work of ploughing the land of cultivators and also thieshing then grams. 

v: I l.mcsting large fields with C ombine Harvester and Reaper Binder. | 

i: Manufacturing quality canned and bottled fruits and vegcitablc products. Real hot and pure spices, j 

Tasty Masala; made under hygienic conditions. 5 

■ s -Manufacturing full and half packing cases for sale of fruits. 

* Launching the Self-employment Scheme for unemployed agricultural and engmeerng graduates to ]) 

assist them achieve economic self-reliance hy financing them to establish Agro Service C entres. 

For fuither details please contact :— ^ 

Secretary, o 

U.P. STATE AGRO INDUSTRIAL CORPORATION LTD., 

22-Vidhan Sabha Marg, Lucknow. § 


$ 

ANGLO FRENCH TEXTILES LTD. 1 

S 

MILL PR EM1SE S § 

Cuddalore Road, Mudaliarpeth, PONDICHERRY-605004. ^ 

$ 

MANUFACTURERS OF COTTON FABRICS 'j 

GREY, BLEACHED, DYED, RAISED AND PRINTED § 

IN COARSE, MEDIUM AND FINE VARIETIES | 

DRILLS. C REPES, LONGCLOTHS, SHIRTING $ 

PRE SHRUNK SHEETINGS ETC. § 


POSTAL ADDRESS 
HLF PHONES 
(ABIE 


ALL OF OUTSTANDING QUALITY 

P.O.BOX NO 8, PONDICHERRY-605001. 
PONDICHERRY 931/934 
TEXTORIAL-PONDICHERRY. 


LEADING EXPORTERS OF QUALITY FABRICS 
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cotton yarn* the escalations arc 
confined to higher count 
groups. 

1 have* however, not 
disturbed the existing exemp¬ 
tions and concessional rates in 
* respect of yarn in straight-reeled 
hanks mostly consumed by the 
handloom sector. I have also 
rationalised certain exemptions 
and compounded levy rates. 
These measures relating to 
cotton yarn and cotton fabrics 
arc estimated to yield an addi¬ 
tional revenue of Rs 22.05 
crores. 

As a measure of rationalisa¬ 
tion, which will also earn 
revenue, [ propose to increase 
the existing two rates of duty 
on polyester fibre to a uniform 
rate of Rs 40 per kilogram. 
Suitable increases in the exist¬ 
ing rates applicable to different 
denier groups of polyester 
filament yarn, sympathetic 
revisions in the rates of duty 
on staple fibre spun yarn, cer¬ 
tain categories of blended yarn, 
and an increase in the rate of 
duty on resin-bonded slagwool, 
aic also being proposed. These 


proposals would bring in an 
additional Vevcnue yield of 
Rs J 3.99 crores. 

In regard to iron or steel 
I propose to rationalise certain 
exemptions relating to pig iron, 
steel ingots and products pro¬ 
duced with the aid of electric 
furnace, and to products made 
out of duty-paid cut-pieces of 
steel ingots, which will result 
in an additional revenue of 
Rs 7.20 crores 

The rates of duty for 
various categories of paper and 
board are ‘specific’ and require 
review from time to time. I 
propose to make suitable up¬ 
ward revisions in the existing 
rales on paper and paper 
board, apart from rationalising 
certain exemptions and clas¬ 
sifications. The concessional 
rate of 15 paisc per kilogram 
applicable to the commoner 
varieties of printing and writing 
paper falling within the gram- 
mage limit not exceeding 65 
grammes per square metre, the 
total exemption in favour of 
newsprint, hand-made paper 
and board, as well as existing 
concessions for smaller paper 


mills an! newly established 
units will, however, continue. 
Thes? measures will result in 
an additional revenue of Rs 10 
crores. 

As straight revenue-raising 
measures, I propose to increase 
by 5 per cent ad valorem the 
existing rates of duty on surface 
acJve agents, office machines, 
metal containers, rolling bear¬ 
ings, welding electrodes, coated 
abrasives and grinding wheels, 
dry batteries, certain categories 
of glass and glassware, china- 
ware and porcelainware and 
thereby raise an additional 
revenue of Rs 20.17 crores. 

Excise on toothpaste 

As a part of our efforts to 
mobilise resources, l propose 
to levy for the first time excise 
duties at varying rates on 
tooth-paste (including dental 
cream), electrical stampings 
and laminations, specified cut¬ 
ting tools, tape and cassette 
recorders, cast-alloy permanent 
magnets and sensitised photo¬ 
graphic paper and board. In 
the matter of new levies. 
Members will be reassured to 


know that suitable exemptions 
for smaller manufacturers have 
been provide J wherever neces¬ 
sary. These new levies would 
bring in an additional revenue 
of Rs. 8.20 crores. 

Some minor proposals for 
change■> in excise duty will 
yield an additional Rs 3.05 
Of ores. The proposals relating 
to excise duties account for a 
net gain in revenue of Rs 
191.97 crores in 1974-75 
of which Rs 25.92 crores will 
accurc to the States and Rs 
166.05 crores to the Centre. 

In the matter of customs 
duties, in view of the mounting 
worldwide shortages and unpre¬ 
cedented rise in international 
prices of a w ide array of import¬ 
ed goods, my proposals in regard 
to import duties are no more 
than marginal. Briefly, 1 propo¬ 
se to continue for another year 
the auxiliary duties of customs 
and the exemptions relating to 
them, with a slight modifica¬ 
tion. At present, these duties 
arc levied at three differential 
rates of 20%. 10% and 5%. I 
propose to raise the rate ap¬ 
plicable to the mid dle slab 




Proving true to their name... 

BRAKES INDIA have designed, 
developed and perfected 
braking equipment. 

to suit Indian vehicles, Indian roads 



No wonder, every part in the 
Brake system made by Brakes 
India is precision-manufactured. 
Keep it reliable — by insisting 
upon B.l. Girling Spares. 


to utPHAKis imam - 

• ADJUST Bitkti ttfululf. 

• CHECK linings hr mat start IMi Am. 

• NEVER 1st linings mar down to shots, 

• BEBULABL Y tbotk hast of Hydraulic Fluid. 
A suddsn fall is § fauttwaming. 

• USE only mmmsndsd Brako Fluid. 

• NEVER ta+sa Fluid btad Horn a system, 


BUY GENUINE B.l. GIRLING BRAKE SPARES 
ONLY FROM AUTHORISED 0EALERS. 

B.l. Bitting Brakes and Hydraulic Brake 
B Clutch Actuation Systems an mads by 




BRAKES INDIA LTD. 

(A TVS-GIRLING ENTERPRISE) 
Padi, Madras-50 
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from 10% to J5%, This 
modification wilt yield an ad* 
ditiona! revenue of Rs 16 cro- 
res in a full year. 

The only other proposal 1 
have to make concerns whisky, 
brandy, gin and certain other 
spirits by way of an increase 
in the basic duty from Rs 60 
per litre to Rs 80 per litre. 
While society at higher levels 
may, as a result, have to pay 
a little more for their spiritu¬ 
ous relaxation, it will help me 
in getting some revenue for 
the exchequer. 

Inclusive of additional du¬ 
ties, consequential to the 
changes' in excise duties, the 
additional revenue from im¬ 


port duties will amount to 
Rs 20.05 crorcs annually. 

Taking Customs and Cen¬ 
tral Excise together and exclu- 
si e , of States’ share, the ad¬ 
ditional revenue accruing to 
the Centre will be of the order 
of Rs 186. 10 crores in a full 
year. 

1 need now to say a word 
on behalf of my colleague the 
Minister of Communications. 
As the House is aware, postal 
rates have not kept pace with 
rising costs. The frequent in¬ 
creases in dearness allowance 
and the heavy additional ex¬ 
penditure incurved on account 
of implementation of the Pay 


Commission’s recommendations 
have further pushed up the 
establishment cost in the Pos¬ 
tal Branch which is highly 
labour oriented. On the Tele¬ 
communications side, also, the 
operational costs as well as 
the cost of equipment required 
for various projects have been 
going up steadily. The Depart¬ 
ment’s developmental program¬ 
me to improve the Trunk 
Telephone Service by provision 
of high grade media like Micro- 
wave and Co-axial systems, to 
install new exchanges and ex¬ 
pand existing ones for meeting 
the fast growing demand for tele¬ 
phone connections and to ex¬ 
pand the Trunk Dialling and 
Teleprinter facilities all entail 
heavy investments. These va¬ 
rious factors necessitate an 
upward revision of tariffs in the 
Postal, Telegraph and Tele¬ 
phone Branches of the Depail- 
ment. A Memorandum show¬ 
ing the proposed changes in 
the Postsand Telegraphs Tariffs 
is being circulated along with 
the Budget papers. I shall there¬ 
fore mention only the more 
important changes. 

Hike in postcards 

The tariff for Postcards is 
proposed to be increased from 
10 Paisc to 15 Poise. Even 
after this revision, the Depart¬ 
ment will be incurring a loss of 
Rs 2.43 crores per annum in 
running this service. It is pro¬ 
posed to raise the rate of Letter- 
cards from 15 Paise to 20 Paisc 
and that of Letters weighing 
upto 15 grams from 20 Paise 
to 25 Paise. 

The Registration Fee 
is being increased from 
Re 1/- to Rs 1.25 and the 
Parcel rate from Re 1/- for 
every 400 grams to Rs 1.50 for 
every 500 grams. The Posting 
Fee for Value Payable Post 
and the tariff for Business Rep¬ 
ly Permits are being revised. 
The minimum charge for a 
Non-Press Telegram of ‘Ordi¬ 
nary’ category from Rs 2.40 
to Rs 3.00. The charge for 
each additional word will, 
however, remain the same. It 
is also proposed to increase 
the rental for telephone connec¬ 
tion both in the ‘measured rate 
systems' and the ‘flat rate sys¬ 
tems*. As against this, the 


number of free calls ullowed 
during a quarter will be raised 
from 250 to 300. The rate for 
each additional call after 300 
will be increased from 20 Paise 
to 25 Paise. The Trunk call 
rate structure is being rationa¬ 
lized. While this will involve 
increase in Trunk Call charges 
for distances between 100 and 
1300 kilometers, in respect of 
calls between stations within 
20 kilometers, only the unit 
lee of 25 Paisc will be charged 
for an ‘ordinary* call as against 
the present 50 Paise for such 
calls. 

Additional revenue 

These tariff revisions are 
estimated to bring in additional 
revenue of Rs 57.08 crores per 
annum. The changes would 
be given effect to from dates 
to be notified after the Finance, 
Bill is passed by Parliament. 
The yield during the financial 
year 1974-75 will be of the or¬ 
der of Rs 42.80 crorcs. 

The results of these changes 
have been accounted for in 
reckoning the internal resources 
of Posts and Telegraphs De¬ 
partment. 

So far as the Union Budget 
is concerned, the various pro¬ 
posals would imply, for 1974- 
75 additional revenue aggregat¬ 
ing Rs 186 crores. The bud¬ 
getary gap of Rs 311 crores l 
had indicated earlier will ac¬ 
cordingly be now scaled down 
to Rs 125 crores. 

In conclusion, l would like 
once again to draw the atten¬ 
tion of the House to the deve¬ 
lopments of last two years 
which have shown how cci lain 
events can greatly upset the 
original budgetary calculations. 
In the year ahead lie more 
sources of uncertainty than 
ever before, which must be 
tackled speedily and with flexi¬ 
bility. I would however, like to 
say that we do not propose tq 
allow these uncertainties to 
blur our vision of the future. 
The social and economic prob¬ 
lems that we currently face 
can be resolved in the long run 
only in the frame-work of a 
rapidly expanding economy 
with socialist objectives, i 
trust this budget is one more, 
step in that direction. 


^VOR ABLE WHEN YOU S/ 
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Fridge & Telephone in avery room. Indian. Chinese 6 
Continental Delicacies—Wholesome Food. 
Highly personalised service. Swimming Pool. 

ELDORADO b STARLIT-Two top Restaurants of thn Capital 
with Cosy. Comfy atmosphere and nightly Cabarets. 
A 4 STAR HOTEL WITH 6 STAR LUXURY 



HOTEL RAJD00T PVT. LTD. 

Mathura Road, New Delhi-110014 
Ring 70583 Cables : RIVERVIEW 
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U. P. SCOOTERS LTD. 



SALIENT FEATURES 

* Fitted with 150cc two stroke extra powered Noiseless Engine. 

* Four Gears and Shaft driven. 

* Maximum Acceleration with no loss of power and time. 

* Effective brakes; fan type C. 1. drums. 

* Extra safety device with two locks. 

* Maximum speed 90 km/hr. 

Fuel consumption 45-48 km/lit. 

Having 25 cm dia wheel and tyre 10 cmx25 cm 

* Useful tor citizens of both urban as well as rural areas. 


A PUBLIC LIMITED COMPANY RECEIVED 
LETTER OF INCORPORATION ON 7TH DECEMBER, 
1971 AND A CERTIFICATE OF COMMENCEMENT 
OF BUSINESS ON 10.2.1972. 


ON APRIL 7, 1972 A PROTOTYPE OF RAJHANS 
SCOOTER WAS SUBMITTED TO THE GOVERN¬ 
MENT VEHICLE RESEARCH 4 DEVELOPMENT 
ESTABLISHMENT, AHMEDNAGAR AND FOUND 
ROADWORTHY. 


ON AUGUST 14, 1972 THE COMPANY RECEIVED 
PERMISSION FROM THE GOVERNMENT FOR 
DEMONSTRATIVE PRODUCTION. 

GOVERNMENT PERMISSION FOR SALE WAS 
ACCORDED TO THE COMPANY ON 12TH JUNE, 
1973. 

THE FIRST SALE OF RAJHANS SCOOTER WAS 
INAUGURATED BY PROF. SIDDHESHWAR 
PRASAD SINGH, MINISTER OF STATE FOR 
HEAVY INDUSTRIES, GOVERNMENT OF INDIA. 


ACCORDING TO THE PHASED MANUFACTUR¬ 
ING PROGRAMME, THE COMPANY SHALL 
MANUFACTURE: 

8,000 SCOOTERS DURING 1974 
12,000 SCOOTERS DURING 1975 
24,000 SCOOTERS DURING SUBSEQUENT YEARS 


U. P. SCOOTERS LIMITED 

U N N A O 

( 61 -B, B. B. MISHKA ROAD, UNNAO) 
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Budget at a Glance 


REV£NU£ RECEIPTS 



1973-74 

1973-74 

1974-75 


Budget 

Revised 

Budget 

Tax Revenue 

5.111 

5,052 

5,287 




(-212* 

Lew—States' 




Share of Tax 

1,178 

1,174 

1,172 

Revenue 



+26* 

Net—Centre's 




Tax Revenue 

3,933 

3,878 

4,115 

+186* 

Non-Tax Revenue 

1,146 

1,224 

1,340 

Total—Centre's 




Revenue 

5,079 

5,102 

5,455 




+186* 

CAPITAL RECEIPTS 



Market Loans (Net) 

326 

472 

498 

External Loans (Net) 

400 

470 

552 

Loan Repayments 

1,145. 

1,385 

1,080 

Other Receipts 

589 

359 

969 

Total—Capital Receipts 

2,460 

2,686 

3,099 


*Effect of Budget Proposals. 


REVENUE DISBURSEMENTS (In crores of rupees) 



1973-74 

Budget 

1973-74 

Revised 

1974-75 

Budget 

General Services 

1,235 

1,301 

1,566 

Defence Services 

1,405 

1,551 

1,680 

Social and Community Services 

432 

324 

451 

Economic Services 

706 

660 

604 

Grants-in-aid to States etc. 

1,000 

1,118 

11,07 

Total Revenue 

_ _ _ 

— 


Disbursements 

4,778 

4,954 

5,408 

Revenue Surplus 4'30* -(-148 

CAPITAL DISBURSEMENTS 

+47 

1-186* 

General Services 

30 

21 

25 

Defence Services 

195 

202 

235 

Social and Community Services 

43 

42 

64 

Economic Services 

607 

669 

899 

Loans and Advances 

1,973 

2,550 

2,234 

Total—Capital Dis- 

- 

— 

- " 

bursements 

2,848 

3,484 

3,457 

Deficit on Capital Account 

—388 

-798 

—358 

-311 

Overall Deficit 

—87 

-650 

+186* 




CAP PERFUMERY PRODUCTS 

Start you on to higher Profits .... Stop drain on foreign exchange 

4 TERPINBOL 

For Perfumes, Soaps, Toilet and Cosmetic Preparations 
* ISOBORNYL ACETATE 
For Soaps, Perfumes, Cosmetics, Room Rcfreshucrs and Disinfectants 

p ISOBORN EOL 

For Agarbathis, Soaps and Cosmetics 

p CAPINONE 

For Woody Odourants and Excellent Fixative 

CAP also manufactures TERPINYL ACETATE, MERACENE, LAFORMAL, 
LAMEROL, CAPINOL, CAPOFOLENE, GARDINONE AND KETONE 101 
that substitute Sandalwood, Patchouli and Vetivert and other Essential Oils 
in perfumery blends. 

Enquiries to : 

Camphor & Allied Products Limited 

Jehangir Building, 

133, Mahatma Gandhi Road, 

BOvlB'AY-400 001 
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DOH’T PAY MORE 


Sankar cement is a bettor cement, but you don't have to pay more for it 
Buy only from authorised stockists. Look for stockistship certificate. 

Pay only the current authorised price displayed in every depot. .,.,, • . 


INDIA CEMENTS LIMITED 


175/1 Mount Road, Madras 2 


hallmark 


Manufacturers of 


ShNKhR CEMBV 
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LIST OF AUTHORISED STOC’KLSTS AVAILABLE ON REQUEST 


ueneratej 

better periormance wiilj 
Lucas-TVS dynamos* 


part. You coyld avoid pomlles'! of every vehicte. 


There are over 600.000 


lucae-TVS dynamos fitted in part. You copid avoid pomiie 
the vehicles on the road, a large risks and heavy evpendiiure. 

For at LucJ3-TVS,we make 


not only individual units but too 


The Lucas*TVS dynamo i$ entire mteurated electrical 
made up of many components, system, tailor-made to a 
When even one of them needs high degree ot technical 


a genuine Lucas-1 VS service excellence to match Ihe needs Sold end serviced b 


LUCAS INDIAN 8ERVICC LIMITED 

Madras • Bombay - Calcutta - 
Delhi • Bangalore 

T.V, SUNDRAM IYENGAR Cr 

SONS private ltd., Madurai 
and all their branches 

SUNOARAM MOTORS and 


to be replaced, make sure to fit 


r-j 

:Jm<\ 


IJUCAS-TV MRR* 

hee —iwlDD d iill i fcllltT k 
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ROADWAYS PRIVATE LTD. 

ot Companies) 

Madurai 


And wa carry Jt proudty, 

confidently. 

, After all, we have a 60-year-long 
tradition of service, which keeps 
us on the 901 

So customers—with small parcels 
or bulk loads — expect the best out 
of us. Because they know that: 

• All our lorries are our own—so no 
waiting. 

• Our large number of trailers carry 
extra loads—again no waiting. 

• Our workshops on the way do any 
necessary repairs immediately—so 
no hold-ups. 

• Our Point-to-Point service means 
no reloading on the way — so no 
delays, and no damage to parcels. 

• Our Express Services between 
major Southern towns save 
so much of time, too. 




DETERGENTS FOR 
TOMORROW’S PEOPLE TODAY 


FROM 

HINDUSTAN LEVER 

THE MAKERS OF 
** RIN:AND SURF 

UNTAI-HtUWLI*4» 




Details of Revenue Receipts 


(In crores of Rupees) 


1973-74 

Budget 

1973-74 

Revised 

1974-75 

Budget 

A. Tax Revenue 




Customs 

Union Excise Duties 

Corporation Tux 

Income Tax 

Estate Duty 

Taxes on Wealth 

Gift Tax 

Other Heads 

974.20 

2741.05 

608.00 
650.60 
9.25 
43 00 
3.50 
81.96 

974.20 

2633.84 

627.00 
673 00 
10 00 
40 00 
4.50 
89.45 

916.00 
-f-20.05* 
2852.94 
| 191.97* 
661.00 
709 00 

9 00 
40 00 
4.00 
94.75 

Gross Tax Revenue 

5111.56 

5051.99 

5286 69 
-1-212 02* 

Less -Stales’share of Taxes 
and Duties 

1178.05 

1173.57 

1172.29 

(-25.92* 

Income Tax 

Estate Duty 

Union Excise Duties 

515.87 

8.79 

653.39 

531.64 

11.24 

630.69 

491.26 

8 63 
672.40 
1-25.92* 

Net Tax Revenue 

3933.51 

3878.42 

4114.40 

1-186.10* 

B. Non- Tax Revenue 




Interest Receipts 
Dividends and Profits 
Other Non-Tax Revenue 

771.05 

184.27 

190.51 

785.88 
183 09 
255.56 

862.16 
190.92 
’ 287.28 

Total Non-Tax Revenue 

1145.83 

1224.53 

1340.36 

Total -Revenue Receipts 

5079.34 

5102.95 

5454.76 

-(•186.10 


^Effect of Budget Proposals 


Details of Revenue Disbursements 

(In crores of Rupees) 




1973-74 

Budget 

1973-74 

Revised 

1974-75 

Budget 

1. 

General Services 

2640.62 

2851.82 

3246.17 


Organs of Stale 

50.34 

51.19 

56.90 


Fiscal Services 

85.34 

88.75 

114.24 


Interest Payments 

834.84 

897.48 

975.13 


Administrative Services 

233.55 

235.37 

389.09 


Pensions and Misc. Gene¬ 
ral Services 

31.73 

27.90 

31.08 


Defence Services (net) 

1404.82 

1551.13 

1679.73 

2. 

Social & Community Ser¬ 
vices 

431.77 

324.38 

450.81 

3. 

Economic Services 

705.83 

660.08 

603.56 


General Economic Ser¬ 
vices 

272.92 

126.41 

137.22 


Agriculture and Allied Ser¬ 
vices 

222.38 

327.83 

222.31 


Industry and Minerals 

101.54 

100.87 

119.94 


Water and Power Develop¬ 
ment 

36.09 

29.15 

52.31 


Transport and Communi¬ 
cations 

72.90 

75.82 

71.78 

4. 

Grants-in-aid and Contri¬ 
butions etc. 

999.69 

1118.47 

1107,34 


Grants-in-aid to State and 
Union Territory Go¬ 
vernments 

869.20 

995.61 

1046.55 


Aid to other countries 

53.18 

45.74 

43.16 


Transfer to local bodies 

16.76 

16.72 

17.63 


Write back of Capital Ex¬ 
penditure 

Total—Revenue Disburse¬ 
ments 

60.55 

4777.91 

60.40 

4954.75 

5407.88 


X 

t 

I 

X 

t 



♦ 



Chemplast 



RIGID PVC PIPES 

PARRY 

POTABLE WATER 
THROUGHOUT 
NDIA 

CMMICUS 4 PUattCS WDU lie 

175/1 MOUNT ROAD. MA0RAS-600002. 
Pt'OO’j 83821-24. 




X 

t 
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Details of Capital Receipts 

(In crores of Rupees) 


Details of Capital Disbursements 




197.1-74 

1973-74 

1974-75 



Budget 

Revised 

Budget 

I. 

Market Loans 

326.41 

471.84 

498.36 


Gross Borrowings 

880 00 

1025.43* 

700.00 


Less Repayments 

553.59 

553.59 

201.64 

2. 

External Loans 

399.61 

••-1294.17 

552.47 


Gross Borrowings 

661.80 

712.24 

849.79 


Lc vv Repayments 

262.19 

2006.41(7/1 

297.32 

3. 

Repayment of Loans and 





Advances 

1145.00 

1385.00 

1080.00 


State and Union Territory 





Governments 

850.00 

900.00 

520.(8) 


Others 

295.00 

485.00 

560.00 

4. 

Small Savings 

325.35 

350.35 

360.35 

5. 

Provident Funds 

115.03 

97.79 

118.20 

6. 

Ollier Receipts 

|48.85 

1675. l.V> 

489.64 


Total • Capital Receipts 

.2460.25 

2685.96 

3099.02 


^Excludes Rs 100 crorcs of ud hoc treasury bills converted 
into dated securities. 

©Under fndo-Us Agreement 1974, government of India have 
pro-paid PI, 480 and other US Rupee loans totalling Rs 1764.44 
crorcs and the US government have given grant to government 
of India of Rs J 664.00 crorcs. The figures under External Loans 
and Other Receipts arc netofthesc transactions. 



OFFERS 

COMPLETE RANGE OF SERVICES 
FROM FEASIBILITY REPORT 
TO COMMISSIONING. 

FOR 

REFINERIES. CHEMICAL AND PETROCHEMICAL PLANTS, 
FERTILIZER PLANTS. SYNTHETIC FlttRE PLANTS. 
BREWERIES, NON FERROUS METALLURGY, PIPE LINES, 
PORTS AND HARBOURS AND OFFSHORE ENGINEERING. 



General Services 

Defence Services 
Other General Services 

Social and Community Ser¬ 
vices 

Economic Services 


Agriculture and Allied 
Services 

Industry and Minerals 

Water and Power Develop¬ 
ment 

Transport and Communi¬ 
cations (Other than 
Railways and Posts and 
Telegraphs) 

Railways 

Posts and Telegraphs 

Write back to Revenue 

Loans and Advances 

Loans and Advances to 
State and Union Terri¬ 
tory Governments 

Loans for Social and Com¬ 
munity Services 

Loans for Economic Ser¬ 
vices ■ 

Advances to Foreign Go¬ 
vernments 

Other loans 

Total—Capital Disburse¬ 
ments 



(In crores of Rupees) 

1973-74 

Budget 

1973-74 

Revised 

1974-75 

Budget 

225.09 

223.21 

259.79 

195.18 

202.00 

235.27 

29.91 

21.21 

24.52 

43.50 

41.79 

63.97 

607.13 

669.29 

899.37 

i 33.23 

33.19 

77,26 

—5.57 

40.17 

20.41 

256.96 

275.78 

342.87 

87.10 

74.71 

90.2» 

112.77 

109.81 

126.19 

172.00 

166.80 

227.00 

11.00 

29.00 

15.36 

■ -60.36 

- -60.17 


1973.18 

2550.00 

2233.91 

1342.01 

1591.38 

1040 38 

17.28 

12.16 

18.52 

516.06 

489.16 

766.21 

55.51 

298.08* 

236.76*' 

42.32 

159.22 

172.04 

2848.90 

3484.29 

3457.04 


4, PARLIAMENT STREET, NEW DELHI-1 
Telephone : 386171 (20 Lines) Cables : ENGINDIA 


‘“Include Rs 274 crores in 1973-74 Revised and Rs 186 
crorcs in 1974-75 Budget for technical credits under Trade 
Agreements. 
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5 reasons why iTt 
is the most trusted trade mark 

in steel tubes 


llTC tubes have the 
correct wall thickness as 
specified in IS : 1239 
(Part 1)—1968, which 
allows perfect threading— 
therefore ensuring strong 
end pressure-tight joints. 


allTC tubes are the only 
ones manufactured by 
the 'Hot' continuous weld 
process, and as a result 
can be cold-bent without 
the weld seam splitting. 



459 


3lTC tubes have uniform 
stress throughout, due 
to the normalising effect of 
the 'Hot* welding process 
and are not affected by 
the usual corrosion at the 
weld zone. This also 
makes them last longer. 


4lTC tubes do not have 
an internal weld ridge, 
thus allowing free flow 
without choking from 
suspended particles. 

SlTC tubes (often called 
Tata Pipes) are easily 
identified by the ITC symbol 
stamped at approximately one 
metre intervals. The stamp *M’ 
has been added on to medium 
quality tubes to differentiate 
them from light and heavy c- 
qualities—a special service 
for customer convenience. 


iTt 

the most trusted 
trade mark in tubes 

^ The Indian Tube Company Limited 

A Tata Stewarts and Lloyds Enterprise 
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CtNT|». 
CNKA .3 
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World-famous 
Enkalon nylon yarn- 
made in India to the 
highest international 
standaids by 

Century Enka. 

Fast, flawless, fabulous- 
for the exciting world 
of fashion. 
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'Bnkalon 

njon yam is now produced 
in India 


the quality yam that 
weaves faultless fabrics 

,{ .. . • ;i 1 r r.. tAin- ..i Al /ONV, 

p.-l'aiui 
i t rr,i’il use r 

CENTURY ENKA LTD. 




Biiuonsl&M 


p 


EASTERN ECONOMIST 


460 


MARCH 8,1974 





Resources Transferred to State and Union Territory Governments 

(In crores of Rupees) 



1973-74 

Budget 

1973-74 

Revised 

1974-75 

Budget 

]. States’ Share of Taxes & 




Duties 

1178 

1174 

1198 

Income Tax 

M6 

532 

491 

Union Excise Duties 

653 

631 

698 

Estate Duty 

9 

11 

9 

2. Statutory and Other traits- 

few 

566 

960* 

632 •" 

Grants 

208 

312 

528 

Loans 

358 

648 

104 

3. Assistance for Development 

outside Plan 

420 

449 

372 

Grants 

“ 92 

81 

70' 

Loans 

328 

368 

302 

4. Assistance for State and 

Union Territory Plans 

864 

777 

813 : 

Grants 

259 

253 

247 

Loans 

605 

524 

566 

5. Assistance for Central He 

Centrally Sponsored Plan 

Schemes 

373 

402 

270 

Grants 

322 ~ 

350 ’ 

202 

Loans 

51 

52 

68 

6. Total Grants and Loans 

(2+3 [ 4 +5) 

2223 

2588 

2087 

Grams 

881 

996 

1047 

Loans 

1342 

1592 

1040 

7. Less Repayment of Loans 

and Advances 

8. Net Resources Transferred 

• -850 

— 900 

520 

to State and Union 

Territory Governments 

(1-1-6—7) 

2551 

2862 

2765 


N.B. The Union Territories included in this statement are 
those with legislatures. 

*Jn addition, Rs 58 crorcs arc provided for Union Territo¬ 
ries without Legislatures and Rs 40 crores for Rural Electrifica¬ 
tion Corporation; thus, the total provision in the Budget for State 
and Union Territory Plans will amount to Rs 911 crores. 


Plan Outlay 

(In crores of Rupees) 



1973-74 

1974-75 

Central Plan 

1,924 

2,055 

Central assistance for State 

Plans 

‘>20 

( 830 

t 

Union Territory Plan pro¬ 
vision in the Budget 


} 

> 

i ki 

Total Plan provision in the 

Budget 

2,844 

2.966 

Extra Budgetary Resources 

for Central Plan 

518 

574 

Total Central Plan (t (-5) 

2,442 

2,629 

Central Plan Provision in the 



Budget 

General Services 

9 

8 

Social and Community Services 

442 

352 

Economic Services: 

General Economic Services 

192 

36 

Agriculture and Allied 
Services 

217 


Industry and Minerals 

520 

731 

Water and Power Dcve- 
velopmcnt 

136 

97 s 

Transport and Communi¬ 
cations 

40K 

615+ 


1,924 

2,055 


©Excludes Rs 30 crorcs for agricultural cooperatives pro¬ 
vided under General Economic Services. 

^Excludes Rs 40 crores for Rural Electrification Corporation 
provided as part of Central Assistance for State Plans. 

tIncludes Rs 342 crorcs for Railways, 


With best compliments from : 


THE ALUMINIUM INDUSTRIES LTD. 

Regd. Office : Kundara (Kerala) 

Works : Kundara, Hirakud, Hyderabad and Mannar 
Regional Office: 

‘Meco* House ) Phones : 811821 

11 A/1 Mount Road ) 87154 

Madras-2 ) Grams : *AL1NDSALES % 


'■‘Alum- -Cables & Conductors 
^Special Steel Wires 
*Wirc Working Machinery 
■‘High Voltage Switchgear 
Also 

^Consultancy & Engg. Services 
for conductor mfg. units, stccl- 
wire plants etc. 
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Finance Bill 1974: Proposals Explained 


Tin. nXT of the official memo¬ 
randum explaining the provi¬ 
sions of' the Finance Bill 
1974 is given below: 

The prov isions in the Finance 
Bill, 1974 in the sphere of di¬ 
rect taxes relate to 1 lie follow¬ 
ing matters: 

fit Prescribing the rates of 
income-tax (including sur¬ 
charges) on incomes liable to 
tax for the assessment year 
1974-75; the rates at which tax 
will be deductible at source dur¬ 
ing 1974-75 from interest (in¬ 
cluding interest on securities), 
dividends, salaries, insurance 
commission, winnings from 
lotteries and crossword puzzles 
and other categories of income 
liable to such deduction under 
the Income-tax Act; and the 
rates for computation of “ad¬ 
vance lax" and charging of in¬ 
come-tax on current incomes in 
certain cases for the financial 
year 1974-75. 

(ii) Amendment of the In¬ 
come-tax Act, 1961 with a view 
to simplifying the assessment 
procedure in the case of salaried 
employees; liberalising the tax 
treatment of retirement bene¬ 
fits in certain directions; pro¬ 
viding for tax relief in certain 
cases: and a tew other matters. 

(iii) Amendment of the 
Wealth-lax Act, 1957 with a 
view to increasing the rates 
of wealth-tax and rationalising 
some of the exemptions avail¬ 
able under that Act. 

(iv) Amcndmenlofthc Com¬ 
panies (Prolits) Surtax Act, 
1964 with a view to increasing 
the rate of surtax in respect of 
chargcableprolitsof companies 
exceeding 15 per cent of the 
capital. 

(v) Making an independent 
provision for continuance of 
development rebatefor another 
year in respect of ships and 
machinery and plant in certain 
cases. 

2. The Bill broadly follows 
the principle (adopted since 
1967) that changes in the rale-* 
of tax as also other provisions 


oi the tax laws should ordinari¬ 
ly be made operative pro¬ 
spectively in relation to current 
incomes and not in relation 
to incomes of past year. The 
substance of the main provi¬ 
sions in the Bill relating to 
direct taxes i.scxplained in the 
following paragraphs. 

Income Tex 

I. Kates of income-tax in res¬ 
pect of incomes liable to tax for 
the assessment year 1974-75 

3. In respect of the incomes 
of all categories of assessees 
(corporate as well as non-cor¬ 
porate) liable to tax for the 
assessment year 1974-75, the 
rates of income-tax tinder the 
Bill are the same as laid down 
in Part 111 of the First Schedule 
to the Finance Act, 1973 for 
purposes of computation of 
“advance tax", deduction of 
tax at source from “Salaries" 
and retirement annuities pay¬ 
able to partners of registered 
firms engaged in specified pro¬ 
fessions and computation of 
the tax payable in certain spe¬ 
cial eases during the financial 
year 1973-74. The rates of in¬ 
come-tax (including surcharges 
on income-tax) for the assess¬ 
ment year 1974-75 in the ease 
of all categories of taxpayers 
have been specified in Part 1 
of the First Schedule to the 
Bill. 

II. Rates for deduction of tax 
at source during the financial 
year 1974-75 from incomes 
other than "salaries" and re¬ 
tirement annuities 

4. The rates for deduction 
of tax at source from incomes 
other than "Salaries" (i.e., 
interest on securities, other 
cat egor ics o f i nt crest, di vidends, 
insurance commission, winn¬ 
ings from lotteries and cross¬ 
word puzzles, and other cate¬ 
gories of non-salary income 
of non-residents) have been 
specified in Part H of the First 
Schedule to the Bill. Asex- # 
plained later in this Memo¬ 
randum, the rate of surcharge 
on income-tax in the ease of 


non-corporatc taxpayers is 
proposed to be reduced to a 
uniform level of 10 per cent 
in all cases. The rate at which 
surcharge will be deductible, 
in the case of resident non¬ 
corporate taxpayers, from their 
winnings from lotteries and 
crossword puzzles and on 
other incomes (not being inte¬ 
rest on securities and insurance 
commission) is proposed to be 
reduced from 4.5 per cent to 
3 per cent and from 3 percent 
to 2 per cent respectively. Like¬ 
wise, in the case of all non-resi¬ 
dent non-corporate taxpayers, 
the rate of surcharge deductible 
at source will be reduced from 
15 per cent to 10 per cent of the 
income-tax. In order, however, 
to maintain the rate of tax 
deductible at source from divi¬ 
dends in the case of domestic 
companies and resident non¬ 
corporate taxpayers at the 
same level, the rate at which 
income-tax will be deductible 
from incomes received by resi¬ 
dent non-corporatc taxpayers 
(not being income by way of 
interest on securities, winnings 
from lotteries and crossword 
puzzles and insurance commis¬ 
sion for which separate rales 
have been specified), will be 
raised from 20 per cent to 21 
per cent. 

111. Rates for deduction of tax 
at source from "salaries", com¬ 
putation of "advance tax" and 
charging of income-tax id 
special cases during the financial 
year 1974-75 

5. The rates for deduction 
of tax at source from "Salaries" 
in the case of individuals dur¬ 
ing the financial year 1974-75 
and also for computation of 
"advance tax" payable during 
that year in the case of all 
categories of taxpayers, have 
been specified in Part III of 
the First Schedule to the Bill. 
These rates are also applicable 
for deduction of lax at source 
during 1974-75 from retire¬ 
ment annuities payable to part¬ 
ners of registered firms en¬ 
gaged in certain professions 
(chartered accountants, solici¬ 
tors, lawyers, etc.) and for 


charging income-tax during 
1974-75 on current incomes in' 
special cases where accelera* 
ted assessments have to be 
made, c.g., provisional assess¬ 
ment of shipping profits arising 
in India to non-residents* 
assessment of persons leaving 
India for good during the finan¬ 
cial year 1974-75, assessment of 
persons who arc likely to trans¬ 
fer property to avoid tux, etc. 

6. The Direct Taxes Enquiry 
Committee, under the chair¬ 
manship of Mr. K.N. Wan- 
choo, ex-Chief Justice of India, 
has recommended several mea¬ 
sures for unearthing black 
money and preventing its pro¬ 
liferation through further tax 
evasion. The Committee was 
of the view that prevalence of 
high tax rates is the first and 
foremost reason for tax eva¬ 
sion because this is what makes 
the evasion so profitable and 
attractive in spite of the atten¬ 
dant risks. The Committee was 
also of the view that high rates, 
of taxation create a psycholo¬ 
gical barrier to greater clTort 
and undermine the capacity 
and the will to save and invest. 
In this view of the matter, 
the Committee had suggested 
that the maximum marginal 
rate of income-tax, including 
surcharge, should be brought 
down from its present level of 
97.75 per cent to 75 per cent 
coincidentally with the reduc¬ 
tion in rates at the middle and 
lower levels. This recommen¬ 
dation of the Wanchoo Com¬ 
mittee has been accepted by 
the government in principle. 
The rate schedules applicable 
in the case of non-corporate 
taxpayers for the computation 
of "advance tax", deduction 
of tax at source from "Salaries’* 
and charging of income-tax hr 
special cases during the finan¬ 
cial year 1974-75 have been 
evolved in the light of this de¬ 
cision. The salient features of 
these rate schedules are expa- 
lained in the following para¬ 
graphs. 

7. Individuals , Hindu un~* 
divided families (other than these 
having at least one member 
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with independent total income 
exceeding the minimum exemp¬ 
tion limit), unregistered firms, 
associations of persons , etc. 
having no agricultural in¬ 
come. — The rate schedule 
applicable in the case ofindivi- 
duals, Hindu undivided fami¬ 
lies (other than those having at 
least one member with inde¬ 
pendent total income exceed¬ 
ing the minimum exemption 
limit), unregistered firms, asso¬ 
ciations of persons, bodies of 
fnividuals and artificial juri¬ 
dical Persons has been set forth 
in Sub-Paragraph I of Para¬ 
graph A of Part III of the First 
Schedule to the Bill. 

The rates as per this rate sche¬ 
dule arc as under: 


Income slab 

Proposed 


rale of 


income- 


tax 


Up to 6,000 Nil 


6.000-10,000 

12 

10,001—15.000 

15 

15.001—20,000 

20 

20,001 -25,000 

30 

25,001—30,000 

40 

30.001—50,000 

50 

50.001—70,000 

60 

Over 70,000 

70 


The income-tax calculated 
on the above basis will be in¬ 
creased by a surcharge of 10 
per cent of such income-tax. 


respect of any slab of income 
were the same as those appli¬ 
cable oh the next higher slab 
in the case of individuals. In 
line with the above provisions, 
the rate schedule prescribed in 
Sub-Paragraph II of Para¬ 
graph A of part III of the 
First Schedule to the Bill, for 
the purposes of computation of 
“advance tax” and charging of 
income-tax in certain cases 
during the financial year 1974- 
75 are as follows: 

Income slab Proposed 
rate of 
tax 


Rs 

Up to 6,000 

Nil 

6,001-10,000 

15 

10,001—15,fOO 

20 

15,001—20,000 

30 

20,001—25,000 

40 

25,001-30,000 

50 

30,001-50,000 

60 

Over 50,000 

70 


The Income-tax calculated 
at the above rates wilt be in¬ 
creased by a surcharge thereon 
equal to 10 per cent of the in¬ 
come-tax. 

10. Table U shows the 
comparative incidence of 
income-tax (including sur¬ 
charge) at selected levels of 
income (a) at rates specified in 
Part I of the First Schedule to 
the Bill and (b) at rates speci¬ 
fied in Part 111 of the First 
Schedule to the Bill. 


Tabu: 1 

Comparative Incidence of Tax at Selected Levels of Income in the 
Case of Individuals, etc. 

Tax (includingsur- Tax (including sur Reduction 
charge) at the rate charge) arthc rates in tax 
Income specified in Part I specified in Part Ilf liability 
of the First Sehc- of the First Sche¬ 
dule (o the Bill dulc to the Bill 


Rs 

Rs 

Rs 

Rs 

5,000 

Nil 

Nil 

Nil 

6,(00 

IK) 

Nil 

no 

7,500 

275 

198 

77 

10,000 

550 

528 

22 

12,500 

1,018 

941 

77 

15,000 

1.485 

1,353 

132 

20,(00 

2,875 

2,453 

422 

25,0(0 

4,600 

4.103 

497 

40,000 

12,650 

If, 803 

847 

50,000 

19,550 

17,303 

2,247 

60,000 

26,450 

23,903 

2,547 

70,000 

34,500 

30,503 

3,997 

80,000 

42,550 

38,203 

4,347 

90.000 

51,175 

45,903 

5,272 

1,00,000 

59,800 

53,603 

6.197 

1,50(00 

1,05,800 

92,103 

13,697 

2,00 0C0 

1.51,8(0 

1,30,603 

21,197 

2,50,000 

2,00,675 

1,69,103 

31,572 

3.00.000 

2,49.550 

. 2,07,603 

41,947 

5,00,000 

4,45,050 

3,61,603 

83,447 

10.00,000 

9,33,800 

7,48,603 

1,87,917 


Table H 

Comparative Incidence of Tax at Selected Levels of Income in the 
Case of a Hindu Undivided Family having at least One Member 
with Independent Total income Exceeding Rs 6,000 

Tax (including sur- Tax (includingsur- Reduction 
charge) at the rates charge) at the rates in tax 
Income specified in Part l specified in Part Til liability 
of the First Sche- of the First Sche¬ 
dule to the Bill dule to the Bill 


8. Table 1 shows the 

II. Individuals , Hindu i/«- 

Rs 

Rs 

Rs 

Rs 

comparative incidence of 

divided families , unregistered 

.— — 

- - -—— - - 



income-tax (including sur- 

firms , associations of persons , 

5,f00 

Nil 

Nil 

Nil 

charge) at selected levels of in- 

etc . having agricultural income. 

6.CC0 

1% 

Nil 

196 

come (a) at rates specified in 

- - The Finance Act, 1973 pro- 

7,500 

489 

248 

241 

Part I of the First Schedule to 

vided that in the case of indivi- 

10.000 

978 

660 

318 

the Bill and (b) at rates sped 

duals, Hindu undivided fami- 

12,500 

1,639 

1,210 

429 

fied in Part Ill of the First 

lies, unregistered firms or other 

15,000 

2,300 

1,760 

540 

Schedule to the Bill. 

associations of persons or bo- 

20X00 

4,025 

3,410 

615 


dies of individuals and artificial 

25,000 

6,325 

5,610 

715 

9. Hindu undivided families 

juridical persons, the net agri- 

30,000 

9,200 

8,360 

840 

having at least one member with 

cultural income would be taken 

40,000 

16,100 

14.960 

1,140 

independent total income ex¬ 

into account for determining 

50,000 

24,150 

21,560 

2,590 

ceeding the exemption limit but 

the rate of income-tax to be 

60,000 

32,200 

29,260 

2,940 

having no agricultural income— 

applied to the total income 

70,000 

40,825 

36,960 

3,865 

Under the Finance Act, 1973, 

fbr the purposes of computing 

80,000 

49,450 

44,660 

4,790 

a separate rate schedule was 

“advance tax" and charging in¬ 

90,000 

58.650 

52,360 . 

6,290 

prescribed in the case of Hindu 

come-tax on current incomes in 

1,00.000 

67,850 

60,060 

7,790 

undivided families having at 

certain cases. The net agricul¬ 

1,50,000 

1,16,725 

98,560 

18,165 

least one member with inde¬ 

tural income was required to 

2,00,000 

1,65,600 

1,37.060 

28,540 

pendent total income exceed¬ 

be taken into account in cases 

3,00,000 

2,63.350 

2,14,060 

49.290 

ing Rs 5,000. The rates appli¬ 

where the total income of the 

5,00,000 

4,58.850 

3,68,060 

90,790 

cable under this schedule in 

assessee exceeded Rs 5,000. As • 
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I t minimum exemption Iicpit 
proposed to be raised to 
\ 6,000, the net agricultural 
some will be taken into ae- 
unt for the purp oses of com- 
iting “advance tax’* and 
arging of income-tax on cur¬ 
at incomes in certain cases 
iring the financial year 1974- 
only if the total income ex¬ 
ceeds Rs 6,000. 

| 12. Another change propos¬ 
ed to be made this year is that 
flosses in agriculture incurred 
in the previous year relevant to 
I'lhe assessment year 1974-75 
'will be allowed to be set olf 
‘against agricultural income of 
;*the previous year relevant totlic 
^assessment year 1975-76. The 
result will, therefore, be that in 
< computing the net agricultural 
income for purposes of deter¬ 
mining “advance tax” payable 
during the financial year 1974- 
75 or the income-tax payable in 
certain cases, losses incurred in 
agriculture in the previous 
year relevant to the assessment 
year 1974-75 will be set off 
against agricultural income of 
the previous year. In the case 
of an unregistered firm having 
agricultural income, share of 
agricultural loss of a partner 
who has retired or died will 
not be set off against the in¬ 
come of the firm. A person 
succeeding to another person 
will also not be allowed to set 
off the loss of the predecessor 
against his own agricultural 
income, unless the successor 
inherited the source of agricul- 
, tural income of the deceased. 
It is also being provided that 
no loss in agriculture will be 
set off unless it has been deter¬ 
mined by the Income-tax 
Officer. 

13. Registered firms. —At 
present, in the case of registe¬ 
red firms, income-tax payable 
is increased by two surcharges 
as follows: 


(B) Special surcharge: 

The rate of the surcharge is 
15 per cent of the aggregate of 
the t;.x plus ordinary surcharge. 

14. With a view to rationalis¬ 
ing the surcharges in the case 
of registered firms, it ispro- 
pDsed to merge the ordinary 
surcharge payable by such firms 
with the basic income-tax and 
specify only one surcharge for 
purposes of the Union at the 
uniform rate of 10 per cent. In 
view of the merger of ordinary 
surcharge with the basic in¬ 
come-tax, the Bill seeks to pres¬ 
cribe two separate rate sche¬ 
dules in the case of professional 
firms and other firms. These 
rate schedules are set forth in 
Sub-Paragraph I and Sub-Para¬ 
graph II of Paragraph C of 
Part ITl of the First Schedule to 
the Bill. 

15. Table III shows (a) 
the existing rates of in¬ 
come-tax in the case of regis¬ 
tered firms and (b) the rates of 
income-tax specified in the 
case of professional firms and 
other firms in Part III of the 
First Schedule to the Bill. 

16. Table IV shows the 
comparative incidence of 
income-tax (including sur¬ 
charge) at selected levels of in¬ 
come in the case of registered 
firms having income from pro¬ 
fession exceeding 51 per cent 
of their total income (a) at 
rates specified in Part I of the 
First Schedule to the Bill and 
(b) at rates specified in Part Ill 
of the First Schedule to the 
Bill. 

17. Table V (p.467) shows 
the comparative incidence of 
income-tax (including sur¬ 
charge) at selected levels of 
income in the case of a regis¬ 
tered firm other than a pro¬ 
fessional firm (a) at rates speci¬ 
fied in Part I of the First 
Schedule to the Bill and (b) at 


(A) Ordinary surcharge: 

(i) In the case of a professional firm (that is, 10 per cent 

a firm whose total income includes income of income-tax. 

derived from a profession carried on by it 
and Lhe income so included is not less than 
51 per cent of such total income) 

(ii) In the case of any other firm . .20 per cent 

of income-tax. 


rates specified in Part III of the 
First Schedule to the Bill. 

18, Co-operative societies and 
local authorities .—In respect of 
incomes of co-operative socie¬ 
ties and local authorities, 
the rates of basic income-tax 
for the purposes of computa¬ 
tion of “advance tax” and 
charging of income-tax in cer¬ 
tain cases specified in the Bill 
arc the same as laid down in 
Part 1 of the First Schedule to 
the Bill for the purposes of 
computation of income-lax 
payable for the assessment year 
1974-75, The rate of surcharge, 
however, will be 10 per cent 
as against 15 per cent specified 
in Part I of the First Schedule 
to the Bill. 

19. Life Insurance Corpora¬ 
tion of India and other compa¬ 
nies .—The rates of income-tax 
(including surcharge) appli¬ 
cable in the case of Life In¬ 
surance Corporation of India 


and other companies for pur¬ 
poses of computation of “ad¬ 
vance tax” payable during the 
financial year, have been speci¬ 
fied in Paragraphs E and F of 
Part III of the First Schedule 
to the Bill respectively. These 
rates are the same as were pres¬ 
cribed under the Finance Act, 
J973 for the purposes of com* 
putation of “advance tax” 
payable during the financial 
year 1973-74 in the case of 
these categories of taxpayers. 

(Clause 2 and the First Sche¬ 
dule) 

IV-Proposed Amendments to 
the Income-tax Act 

Rationalisation and simplifica¬ 
tion of the assessment of sala¬ 
ried taxpayers 

20 Replacement of the exist¬ 
ing provisions for separate de¬ 
ductions in re spect of expenses 


Tabic III 


Slab of income Existing rate Proposed rate Proposed rate 

of income-tax of income-tax of income-tax 


(Rs) 


in the case of 
firms 

in the case of 
firms 

I—10,000 

Nil 

Nil 

Nil 

10,001—25,000 

4% 

4% 

5°/ 

25,001—50,000 

6% 

7% 

7% 

50,001—1,00,000 

12% 

13% 

15% 

Over—1,00,000 

20% 

22% 

— V <> 


Tabic IV 

Comparative Incidence of Income-tax (including surcharge) in the 
Case of Registered Firms having at least 51 per cent Income from 
Profession 


Income 

Tax (including sur- 

Tax (including sur- 

Reduction 


charge) at rates 

charge) of the rates 

in tax 


specified in Part 1 

specified in Part 

liability 


of the First Schc- 

III of the First 



dulc to the Bill 

Schedule to the Bill 


Rs 

Rs 

Rs 

Rs 

10,000 

Nil 

Nil 

Nil 

15,000 

253 

220 

33 

20,000 

506 

440 

66 

25,000 

759 

660 

99 

35,000 

1,518 

1,430 

88 

40,000 

1,897 

1,815 

82 

50,000 

2,656 

2,585 

71 

60,000 

4,174 

4,015 

159 

80,000 

7,211 

6.875 . 

336 

1,00,000 

10,246 

9,735 

511 

2,00,000 

35,546 

33,935 

1,611 

4,00,000 

86,146 

82,335 

3,811 
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The land of the ancient and modern splendour. 

MONUMENTS. WATER FALLS, HILL STATIONS,FLOOD Ur i.ARDrNS AND 
ART OR ARCHITECTURE-OR ‘MODERN TEMPLES’,— 

The place to see them and Holiday in is: 



The many SPLENDOURED STATE 


FOR OETAILS CONTACT' 

The Director of Information ft 
Tourism* 

Government of Karnataka. 
Bangalore 560 052. 

Phone: 72613 


The Information Officer. 
Karnataka Information Centre, 
Baba Kharak Sinoh M<ng, 
New Delhi-110 601. 

Phone: 40662 


The 1 our ist Officer. 
Government of KarndtaniL 
Panaji, Goe. 

Phone* 2910 
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on travelling ♦ taxes on profes¬ 
sions, books , etc , fry a standard 
deduction . — At present, the 
taxable salary of u person is 
computed after making the 
following deductions: 

(i) Deduction up to Rs 500 
in respect of expenditure in¬ 
curred by the taxpapyer on the 
purchase of books and other 
publications necessary for the 
purposes of his duties. 

(ii) Deduction in respect of 
expenditure incurred by the 
taxpayer tn respect of taxes on 
professions, trades, callings 

i * or employments levied by any 
State Government. 

(iii) Where the taxpayer is 
not in receipt of a conveyance 
allowance, a deduction in res¬ 
pect of expenditure on travel* 
ling for the purposes of em¬ 
ployment , calculated as under- - 


(a) where the taxpayer owns a motor car 
which is used for the purposes of his em¬ 
ployment. 

(b) where the taxpayer owns a motor cycle, 
scooter or other moped which is used for 
the purposes of his employment 

(c) in any other case 


allowed a deduction in respect 
of the entertainment allowance 
received by him from his em¬ 
ployer, within the limits speci¬ 
fied in this behalf in the Income- 
tax Act. 

21. With a view to simplify¬ 
ing the assessment procedures 
of salarised taxpayers, the sepa¬ 
rate deductions in respect of 
the items referred to in (i) to 
(iv) above are proposed to be 
substituted by a standard deduc¬ 
tion in respect of expenditure 
incidental to employment to be 
allowed in the computation of 
the taxable salary. The stan¬ 
dard deduction will be allow¬ 
ed in an amount equal to 20 
per cent of the salary up to 
Rs 10,000 and 10 per cent of 
the salary in excess thereof, 
subject to a maximum of Rs 
3,500. In cases where the em- 

al the rate of Rs 200 
per month; 


at the rate of Rs 75 
per month. 

at the rate of Rs 50 
per month. 

ployee is in receipt of a conve¬ 
yance allowance, or where, he 
is provided with any motor 
car, motor cycle, scooter or 
other moped by his employe! 
(for nse otherwise than wholly 
and exclusively in the perfor¬ 
mance of his duties) or where 
he is allowed the use of any 
one or more motor cars (other¬ 
wise than wholly and exclu- 

Vable V 

Comparative Incidence of Tax at Selected Levels of Income in the 
Case of a Registered Firm other than a Professional Firm 


* (i\) Deduction in respect of 

other expenditure incuned by 
the taxpayer, which, by the 
conditions of his service, he is 
required to spend out of his 
remuneration wholly, exclu¬ 
sively and necessarily in the 
performance of his duties. 

Apart from the aforesaid de¬ 
ductions, a taxpayer is also 


Income Tax (including sur¬ 
charge) at rates 
specified in Part I 
of the First Sche¬ 
dule to the Bill. 


Tax (including sur- Reduction 
charge) at rates in tax 
specified in Part III liability, 
of the First Sche¬ 
dule to the Bill. 


sively in the performance of his 
duties) out of a pool of motor 
cars owned or hired by the em¬ 
ployer, the deduction under the 
proposed provision will be limi¬ 
ted to Rs 1,000 only. 

22. The amendment will 
takeeffect from 1st April, 1975 
and will accordingly apply in 
relation to the assessment year 
1975-76 and subsequent years. 

(Clause 4) 

23, Filing of returns of in¬ 
come by certain salaried ta\- 
payers to be optional . — Under 
an existing provision in the in¬ 
come-tax Act, person having a 
taxation income is required to 
voluntarily furnish the return 
of his income before the date 
specified in the law in this be¬ 
half. In the case of salaried 
taxpayers, the return is re¬ 
quired to be furnished before 
the 30th June of the relevant 
assessment year. In view of 
the position that the appro¬ 
priate tax due on the salary 
income is required to be 
deducted at source by the 
employer, taxpayers deriving 
only salary income do not 
ordinarily have to pay any 


further tax on filing the return 
-of income. The existing re¬ 
quirement of law thereunder 
even such salat led taxpayers 
are obliged to voluntarily file 
thejr return of income before 
the due date does not result in 
any particular benefit to the 
revenue and, on the other hand, 
adds infructuous workload on 
the staff and officers of the In¬ 
come-tax Department and also 
imposes an unnecessary bur¬ 
den on the salaried taxpayers. 
With the replacement of the 
separate deduction in respect 
of books, travelling, taxes on 
professions and expenditure 
incurred in the performance 
of duties by a standard 
deduction, the tax authorities 
will not be required to 
even verify the correctness of 
the claims in respect of these 
expenses. In view of this posi¬ 
tion, the Bill seeks to make op¬ 
tional the filing of voluntary 
returns of income by salaried 
taxpayers who do not have large 
income. Under the proposed 
provision, it will not be neces¬ 
sary for a person to furnish a 
voluntary return of his income 
(or the income of any other 


U. 


P. SMALL INDUSTRIES CORPORATION LTD. 
(A Government of U.P. Undertaking) 

is engaged 

in serving small-scale units of the State 
and continually multi dimensional assistance. 


fUPSIC 




Rs 

Rs 

Rs 

Rs 5 

10X00 

Nil 

' Nil 

Nil I 

15.000 

276 

275 

I f 

20.000 

552 

550 

2 5 

25,000 

828 

825 

3 S 

35,000 

1,656 

1,595 

6i i 

40,000 

2,070 

1,980 

90 S 

50,000 

2,898 

2,750 

148 S 

60,C00 

4,554 

4,400 

- J54 I 

, 8Q.0C0 

7,866 

7,700 

166 > 

1,00,COO 

11,178 

11,000 

178 | 

2,00,000 

38,778 

37,400 

1,378 $ 

4,00.000 

93.978 . . 

90,200 

, 3,778 
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Vs.. 

supplies raw malerials-both indigenous and imported, 
imports raw materials on behalf of S.S.i. units, 
supplies machines on hire-purchase. 

runs a marketing scheme for S.S.I. units and registers 
S.S.I. units for government store purchase programme. 

runs several commercial units, 
establishes joint projects in backward areas. 

provides package assistance to entrepreneurs in esta¬ 
blishing their units in specified Industrial Complexes. 

Managing Director , 

U.P. Small Industries Corpn. Ltd. 
B-15, Sarvodayanagar, 
KANPUR. 
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# personin respect ofwhose total 
I income he is assessable), if his 
\ total income (or the total in- 
\ come of such other person) 

| consists only of income charge- 
: able under the head “Salaries” 
or of income chargeable under 
that head and also income of 
the nature of dividends or in¬ 
terest or the income from units 
in the Unit Trust of India re¬ 
ferred to in clauses (i) to (ix) of 
sub-section (J) of section 80L. 
The requirement of furnishing 
a voluntary return in such cases 
will be waived only if certain 
conditions specified in this be¬ 
half are fulfilled. These condi¬ 
tions are:- • 

(a) If the person concerned 
was employed by a company at 
any time during the relevant 
year, he should not have been 
at any time during that year, 
a director of the company or a 
person having a substantial in¬ 
terest in the company. 

(b) The salary of the person 
concerned (exclusive of the 
value of all benefits or ameni¬ 
ties not provided for by way of 


monetary payment) should not 
exceed Rs J#,000. 

(*•) The income, if any, of 
the pcr*on concerned of the 
nature referred to in clauses 
(i) to (ix) of sub-section (1) of 
section 80L should not exceed 
Rs 3,000 in the aggregate (that 
is, the amount exempt from 
income-tax under that sec¬ 
tion). 

(d) The tax deductible at 
source under section 192 of 
the Income-tax Act from the 
income chargeable under the 
head “Salaries” should have 
been deducted. 

(The requirement of filing 
a voluntary return of income is 
not being waived in the case of 
directors of companies, per¬ 
sons holding substantial in¬ 
terest in companies and persons 
receiving salary exceeding Rs 
18,000 because the value of the 
benefits or amenities provided 
to such taxpayers in kind has 
to be determined by the In¬ 
come-tax Officer and assesse 
to income-tax). 

24. The amendment will take 


effect from 1st April , 1975 and 
will apply for the assessment 
year 1975-76 and subsequent 
years. 

[Clause I0(a]) 

25, Tax treatment of gratui¬ 
ties. — Under an existing pro¬ 
vision in the Income-tax Act, 
death-cw/H-retirement gratuity 
received under the revised Pen¬ 
sion Rules of the Central Go¬ 
vernment or under any similar 
scheme of a State Government 
or a local authority is complete¬ 
ly exempt from income-tax. 
Similarly, retiring gratuity re¬ 
ceived under the new Pension 
Code applicable to the members 
of the Defence Services also 
qualifies for tax exemption 
without any celling limit. In 
the case of any other gratuity, 
the exemption is available to 
the extent such gratuity does 
not exceed one-half month’s 
salary for each year of com¬ 
pleted service, calculated on the 
basis of the average salary for 
the three years immediately pre¬ 
ceding the year in which the 
grauity is paid, or 15 months’ 


salary so calculated, or Rs 
24,000 whichever is the least, 
(No ceiling limits have been 
laid down in the law in regard 
to death-ri//7i-retircmeiit gra-< 
tuities received by civilian go¬ 
vernment servants covered by 
the new Pension Rules or the 
retiring gratuity received by the 
members of the Defence Ser¬ 
vices because such gratuities 
arc subject to ceiling limits un¬ 
der the relevant rules which are 
similar to those specifically 
laid down in the Act.). The 
Bill seeks to make a number of 
modifications in the existing, 
provisions relating to exemp¬ 
tion of gratuities with a view to 
liberalising these provisions in 
certain directions and remov¬ 
ing certain unintended anoma¬ 
lies. The proposed changes are 
explained in the following 
paragraphs. 

26. Section 4 (2) and (3) of 
the Payment of Gratuity Act, 
1972 provides for the payment 
of minimum gratuity to an em¬ 
ployee at the rate of 15 days’ 
wages based on wages last 
drawn by the employee, sub- 
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PERKINS 

P6354 

JU1 YOWl EVER WINTEB 
M A VEHHfflLAR ENGINE 


Head Office: 

202/203, Mount Road, Madras-2 

Branch** • 

Bangalore* Ootacamund, Tiruchirapalli, 
Secunderabad, 




I 


Power that remains unfailing 
throughout. Power that keeps 
the vehicle going all the time, 
very economically. 


Internationally reputed for 
reliability, Perkins Diesel 
never lets you down. 



Perkins has all that you have 
wanted in an engine for. a 
transport vehicle- 


Wear Doubly Durable 


<Kt« 

W FOOTWEAR 


TMMERV A FOOTWEAR CORPORATION OF INDIA LTD POST BOX NO 329 
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Little-known facts about a well-known friend 


Fact No. i 

Contrary to popular belief, CESC Is very much an Indian 
organisation and is treated as such by the Income Tax 
authorities. Although incorporated in England the British 
interest is limited to less than a third of the total invest¬ 
ment and only a very modest amount as dividend is 
repatriated. A substantial portion of the share holdings in 
the U.K. is in the hands of overseas Indians. 

Fact No. 2 

CESC's ownership is widely diffused iff the form of 
holdings which are either institutional, as for example the 
22% equity holding between Life Insurance Corporation 
of India and Unit Trust of India, or individual in the hands 
of people of modest means who have, in many cases, 
invested their entire savings in the business in the 
expectation of a modest but assured return from a well 
managed Company The Debenture of Rs. 7.5 crores 
is almost entirely held by L.I.C., I.C.I.C.I.. U.T.I., and the 
nationalised Banks. 


Fact No. 3 

CESC is wholly controlled in India and administered by a 
fully Indian professional management team. The basic 
objectives of the Management are In keeping with the 
social objectives of the country, namely, efficient and 
economic service to the consumer, reasonable return to 
the investor, adequate plough-back of earnings fdr the 
continued growth of the organisation. 

Fact No. 4 

CESC is subject to 8 scheme of rigid statutory controls 
both in the matter of its obligations as a Public Utility and 
the profits it can earn. The Electricity (Supply) Act 
currently limits the Company's return on the Capital Base 
to a maximum of 7% but in the preceeding three years 
CESC has earned a nett return of only 4J%. Over the 
years CESC has invested over Rs. 15 crores out of its 
earnings to meet the qrowing demand for electricity in the 
Calcutta area. 



THE CALCUTTA ELECTRIC SUPPLY 
CORPORATION LIMITED 


They are all manufactured 

Not many people know this. To the average man HM means cars. 

They cannot be blamed for this, especially when for every five 
cars on the road, they tind three are from HM. 

While HM continues to make the largest number of cars, its produc* 
tion range of motor vechicles now covers trucks, buses, driveaway 
chassis for various commercial uses. Further diversification has 
brought in excavators, earthmovlng equipment and heavy duty 
cranes Forgings and structural work have also been undertaken 
in its Heavy Engineering Division. HM products find ready 
acceptance amongst transport operators, contractors and builders 
both at home and abroad 

Through diversification, HM has accelerated the country's indus¬ 
trial growth and heiped to provide direct and indirect employment 
to thousands of people. 

There is more to HM than automobiles 


Hindustan Motors Limited Calcutta-1 
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ject to a maximum of 20 
Months' wugscs. In view of the 
position that the scales for 
payment of gratuity laid down 
in the Payment of Grauity Act 
,are more liberal than the ceil* 
ing limits over the exempt 
amount of gratuity under the 
Income-tax Act, the entire 
amount of gratuity received by 
an employee under the first 
mentioned Act will not be 
exempted from income-tax. 
With a view to avoiding the 
hardship arising from the taxa¬ 
tion of a part of the gratuity 
received by employees under 
,section 4 (2) imd (3) of the 
/Payment of Gratuity Act, it is 
proposed to make a specific 
provision in the law for the 
complete exemption of gratuity 
received under the said provi¬ 
sions. In the case of those 
employees of statutory corpo¬ 
rations and employees in the 
private sector who arc not 
covered by the Payment of 
Grauity Act, 1972, it is pro¬ 
posed to increase the alternative 
ceiling limit over the exempt 
amount of grauity, from 15 
months' salary or Rs 24,000, 
to 20 months ’ salary or Rs 
30,000 , whichever is less. It is 
'also proposd to specifically 
provide that for the purposes of 
this provision, the term salary 
includes dearness allowance, 
if the terms of employment so 
provide, but excludes all other 
allowances and perquisites. 

27. At present, the ceiling 
limits laid down in the Income- 
tax Act over the exempt 
amount of gratuity operate in 
relation lolhe gratuity received 
by an employee from a parti¬ 
cular emobycr. Hence, where 
a person Wv>rks successively or 
simultaneously with more than 
one employer, the aggregate 
amount of gratuity exempt 
from ineome-tax in such a case 
may exceed the existing mone¬ 
tary ceiling of Rs 24,000, or the 
^proposed monetary ceiling of 
Rs 30,000. The Bill seeks to 
make a specific provision to 
secure that the aggregate 
amount of tax exempt grauity 
in such cases will not exceed 
Rs 30,000. It is accordingly 
proposed to provide that where 
gratuity is received by the em¬ 
ployee from two or more em¬ 
ployers in the same year, the 
maximum amount of gratuity 


exempt from income-tax will 
not exceed Rs 30,000. In cases 
where an employee who has 
received gratuity in any earlier 
year from his former employer 
or employers, receives gratuity 
from another employer in a 
later year, the ceiling limit of 
Rs 30,000 will be reduced by the 
amount of gratuity which has 
been exempted in any earlier 
year or years. 

28. The amendments re¬ 
ferred to in paragraphs 26 and 
27 will take effect from 1st 
April, 1975and will accordingly 
apply for the assessment year 
1975-76 and subsequent years. 

29. At present, gratuities re¬ 
ceived by civilian employees 
of the Central Government who 
arc not covered by the revised 
Pension Rules of the Central 
Government, as for instance, 
members of the All-India Ser¬ 
vices, do not qualify for /«//ex¬ 
emption from tax. As the cxist- 
ing legal position is clearly un¬ 
intended, the Bill seeks to 
make a specific provision in the 
law, retrospectively, from 1st 
April, 1962, i. e„ the date of 
commencement of the In¬ 
come-tax Act, to secure that 
dcath-a/w-ret ireme n t grat u i - 
ties received by all categories of 
Central Government emplo¬ 
yees (as also employees of 
State Governments) are exemp¬ 
ted from income-tax in full. 

30. The Bill also seeks to 
make a formal amendment in 
the relevant provision of the 
Income-tax Act for including a 
reference to the Central Civil 
Services (Pension) Rules, 1972 
(which have replaced the re¬ 
vised Pension Rules) from the 
date those rules came into 
force, i.e., 1st June, 1972. 

[Clause 3 (a) and b)] 

31. Exemption of payments in 
commutation of pensions recei¬ 
ved by Government employees . 
— Under an existing provision 
in the Income-tax Act, pay¬ 
ments in commutation of pen¬ 
sion received under the Civil 
Pensions (Commutation) Rules 
of the Central Government or 
under any similar scheme app¬ 
licable to the members of the 
Defence Services, employees 
of State Governments, local 


authorities or statutory corpo¬ 
rations are completely exempt 
from tax. In the case of pay¬ 
ments in commutation of pen¬ 
sions received under any sche¬ 
me of any other employer, the 
exemption is avilablc within 
certain limits. These limits arc 
(i) commuted value of one- 
third of the pension, where the 
employee also receives a gi ami¬ 
ty from his employer, and (ii) 
commuted value of one-half of 
the pension, where no gratuity 
is received by the employee. 
These limits have been laid 
down on the consideration that 
Government employees arc 
normally entitled to have their 
pensions commuted within 
these limits. 

32. Under the existing pro¬ 
visions in the law, in the case 
of civilian employees of the 
Central Government, payments 
in c^nnutation of pensions 
covered by the Civil Pensions 
(Climitation) Rules of the 
Central Government alone qua¬ 
lify for tax iXMnption. In the 
result, piymcnts in commuta¬ 
tion of pensions received by 


other categories of employees, 
as for instance, members of the 
All-India Services, do not qua¬ 
lify for exemption from in¬ 
come-tax. As the existing posi¬ 
tion in law is clearly unintended, 
the Bill seeks to make 
a specific provision in the law, 
retrospectively, from 1st April, 
1962, i.e.. the date of commen¬ 
cement of the Income-tax Act, 
to secure that payments in com¬ 
mutation of pension received 
by all categories of Central 
Government and State Go¬ 
vernment employees will be 
completely exempt from in¬ 


come-tax. 


[Clause 3 (c)] 


33. Relaxation of the pro¬ 
visions relating to recognised 
provident, funds to enable trans¬ 
fer of amounts from the account 
of an employee in one recognis¬ 
ed provident fund to another .— 
Under the existing provisions 
of the Income-tax Act. recog¬ 
nised provident funds can con¬ 
sist of contributions by the em¬ 
ployee and the employer (in¬ 
cluding accumulations thereof). 
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interest credited in respect of 
such contributions and accu¬ 
mulations, securities purchased 
therewith and any capital gains 
arising from the transfer of 
capital assets of the fund, but 
of ho other a urns. The existing 
provisions in the law, therefore, 
do not permit the transfer oft he 
accumulated balance due and 
becoming payable to an em¬ 
ployee participating in a re¬ 
cognised provident fund main¬ 
tained by his former emploNoi 
to the credit of the individual 
account of the employee in 
another recognised prosident 
fund maintained by his new 
employer with whom he ob¬ 
tains re-employment. In view 
of this position, a recognised 
provident fund is liable to lose 
exemption from income-tax on 
the ground that the fund has 
received on iranster ceitam 
amounts from the individual 
account of a newly participat¬ 
ing employec in another re¬ 
cognised provident fund main¬ 
tained by his former employer 
As the withdrawal of laxcxem- 


piion in such cases will result 
in hardship to the employees 
participating in the fund, the 
Pill seeks to make a specific 
provision in the Jaw permitting 
the transfer of amounts from 
the individual account of an 
employee in a recognised pro¬ 
vident fund maintained by his 
former employer and the inte¬ 
rest in respect thereof, to an¬ 
other recognised provident 
fund, ibis amendment will 
lake effect from 1st April, 
1974. 

34 Under the existing pro¬ 
visions in the Income-tax Act, 
the amount of the accumulated 
balance due and becoming 
payable to an employee on the 
termination of his employ¬ 
ment is excluded from the 
computation of his taxable in¬ 
come if the employee has ren¬ 
dered continuous service with 
his employer for a period of 
5 years or more, or if the ser¬ 
vices of the employee are ter¬ 
minated by reason of his ill- 
health or by the contraction or 


discontinuance of the employ¬ 
er’s business or othfcr cause be¬ 
yond the control of the em¬ 
ployee. If the accumulated ba¬ 
lance * due to an employee 
participating in a recognised 
provident fund is paid to him 
otherwise than in the circums¬ 
tances referred to above, as for 
instance, in cases where the 
employee voluntary resigns 
from his pist before the 
completion of 5 years' service 
with the employer, the amount 
paid to the employee is brought 
within the ambit of taxation. 
In such cases, the employee is 
required to pay, in addition to 
the normal tax payable by him, 
an amount equal lo the diffe¬ 
rence between the aggregate tax 
which would have been payable 
by him if certain lax conces¬ 
sions allowed to employees 
participating in recognised pro¬ 
vident funds had not been al¬ 
lowed to the employee in the 
years in which he was making 
contributions to the fund and 
aggregate tax actually paid 
by him foi these years. The 


effect of the exit ting provi¬ 
sion in the law. therefore, is 
that the tax relief allowed to 
an employee is withdrawn in 
cases where the anruit of 
the accumulated balance due „ 
to him is transferred from 
the recognised provident fund 
maintained by his former em¬ 
ployer to a recognised provi¬ 
dent fund maintained by the 
new employer. In view of the 
position that an employee does 
not receive any immediate 
benefit by the mere transfer of 
the amounts to his credit from 
one account to another and 
remains in virtually the same 
position as he would have been* 
had the amounts continued to 
remain in the provident fund 
maintained by his former ©n> 
ployer, the withdrawal of the 
tax relief m such cases results 
in hardship to the employees. 
With a view to avoiding this 
hardship, the Bill seeks to 
make a specific provision in 
the law to secure that exemp¬ 
tion from income-tax is not 
withdrawn in such eases. Fur- 
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“My parents are lost” she said, coolly. 

Three hours later and after many trips around 
JFK Airport, we discovered she was right. 


A girl Chhoti’s age is never wrong. 
Her parents could be. 

JFK Airport: New York City. Our 
ground receptionist felt a little hand 
tugging at her sarce. “'Cuse me, can you 
tell me where my parents are?” 

“Are you lost, dear?” Our receptionist 
looked more worried than the child. 

“Not me, my parents are lost,” she said, 
coolly. And then the search began. 

Of course, it’s not everyday that 
arents are lost and that we get the joy of 
ringing a family together. But we take as 
much pleasure in helping you with onward 
connections, conference arrangements, 
hotel reservations, tour bookings even 


shopping tips. Whenever you need 
something out of the way, we go out of 
our way to help you. 

So when you book on Air-Ihdia, 
you don’t just book a ticket, you book a 
way of life, a people who understand 
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ther, it is also proposed to 
provide that in eases where the 
accumulated balance due and 
becoming payable to an em¬ 
ployee includes any amount 
transferred from any other re¬ 
cognised provident fund main¬ 
tained by his former employer, 
then, in computing the period 
of continuous service of 5 years 
for the purposes of the afore¬ 
said provision, the service ren¬ 
dered by the employee with 
such former employer will also 
be taken into account. 

35. These amendments will 
take effect from 1st April, 1975 
and will accordingly apply 
to the assessment year 1975-76 
and subsequent years. 

(Clause 12) 

OTHER AMENDMENTS 
TO THE INCOME-TAX 
ACT 

36. Higher deduction of Pro¬ 
fits transferred to special re¬ 
serve in the case of Financial 
Corporations or Joint Financial 
Corporations established under 
the State Financial Corporations 
Act, 1951— Under the Income- 
tax Act financial corporations 
engaged in providing long-term 
finance for industrial or agricul¬ 
tural development in India arc 
entitled to a deduction in the 
computation of their taxable 
profits, of the amounts trans¬ 
ferred by them out of such pro¬ 
fits to a special reserve acouni, 
up to a specified percentage of 
their taxableincome.. This con¬ 
cession is admissible only 
where the financial corporation 
is approved by the Central Go¬ 
vernment for this purpose. In 
the case of a financial corpora¬ 
tion having a paid-up share 
capital not exceeding Rs 3 
crores, an amount up to 25 
per cent of the current profits 
can be taken to the special re¬ 
serve account, whereas in the 
case of a financial corporation 
having a paid-up share capital 
exceeding Rs 3 crores, tax ex¬ 
emption in respect of the 
amount credited to the special 
reserve account is limited to 
10 percent of the current pro¬ 
fits. With a view to facilitat¬ 
in' ing the building up of internal- 

resources of Financial Corpora¬ 
tions or Joint Financial Cor¬ 
porations established under the 

JgtiCULSOOOBr NUMBER 


State Financial Corporations 
Act, 1951, it is proposed to in¬ 
crease the aforesaid limits on 
the deductible amount in the 
case of such corporations from 
the existing levels to 40 per 
cent of the current profits. 

37. This amendment will 
take effect from 1st April, 1975 
and will accordingly apply 
to the assessment year 1975- 
76 and subsequent years. 

(Clause 5) 

38. Exemption from „ tax of 
profits of institutions establish¬ 
ed for development of khadi 
und village industries, —A large- 
number of public charitable 
trusts and societies registered 
under the Societies Registra¬ 
tion Act, 1860 are doing com¬ 
mendable work for the develop¬ 
ment of khadi and village in¬ 
dustries under the direct super¬ 
vision and control of the Khadi 
and Village Industries Commis¬ 
sion. With a view to providing 
encouragement and support to 
these institutions, it is proposed 
to make a specific provision in 
thelawforexemptingthcm from 
income-tax income derived by 
such institutions from the pro¬ 
duction, sale, or marketing, 
of khadi or products of village 
industries. The exemption will 
be available only to institutions 
constituted as public charitable 
trusts or registered under the 
Societies Registration Ac), 
I860 or under any law corres¬ 
ponding to that Act in force 
in any part of India, and exist¬ 
ing solely for development of 
khadi and village industries. 
The exemption will not be 
allowed unless the institution 
applies its income, or accumu¬ 
lates it for application, solely 
for the development of khadi 
or village industries. Further, 
institutions will qualify for this 
tax exemption only if they are 
approved for the purposes of 
this provision by the Khadi 
and Village Industries Commis¬ 
sion. The Khadi and Village 
Industries Commission will 
have power to accord approval 
to such institutions for a period 
of three years at a time. 

39. The amendment takes 
effect from 1st June, 1974 and 
will accordingly apply for the 


assessment year 1975-76 and 
subsequent years. 

(Clause 3(d)] 

40. Discontinuance of the ex¬ 
emption in respect of royalties, 
commission, fees, etc. received 
by resident non-corporate tax¬ 
payers for provision of technical 
‘ know-how' or technical ser¬ 
vices to an Indian concern .— 
Under the Income-tax Act, an 
Indian company or a resident 
non-corporate taxpayer deriv¬ 
ing income by way of royalties, 
commission, fees, etc. from an 
Indian concern in considera¬ 
tion for the provision to the 
Indian concern of technical 
‘know-how’ or technical ser¬ 
vices, is entitled to a deduction 
of 40 per cent of such income 
in the computation of the tax¬ 
able profits. This tax conces¬ 
sion is available only if the 
agreement under which the 
technical ‘know-how’ or tech¬ 
nical services are provided 
and is approved by the Cen¬ 
tral Board of Direct Taxes. 
In the case of resident non¬ 
corporate taxpayers, the deduc¬ 


tion is not allowed unless the 
accounts of the taxpayer for 
the relevant assessment year 
have been audited by a chatter- 
red accountant or any other 
accountant authorised in law 
to audit the accounts of com¬ 
panies and the taxpayer fur¬ 
nishes the report of such audit 
in the prescribed form along 
with the return of income. 

41. With the proposed re¬ 
duction in the rates of personal 
taxation at all levels of income, 
there is little justification for 
the continuance of this tax 
concession in the case of non¬ 
corporate taxpayers. The Bill, 
therefore, seeks to discountinuc 
this concession in the case 
of resident non-corporate tax¬ 
payers. The withdrawal of the 
concession will take effect from 
1st April, 1975and will accord¬ 
ingly apply for the assess¬ 
ment yeur 1975-76 and sub¬ 
sequent years. 

(Caluse 7) 

42. Modification of the pro¬ 
visions relating to exemp- 
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tion of dividends received by 
> Indian companies and resident 
; noncorporate taxpayers on 
shares allotted to them in a 
f foreign company for the pro- 
vision of technical “know-how* 
or technical services to the 
; foreign company the 
Income-tax Act, Indian com¬ 
panies or resident non-cor- 
; porate taxpayers deriving in¬ 
come by way of dividends on 
shares allotted to them in a 
foreign company in conside¬ 
ration for the provision of 
technical ‘know-how* or tech¬ 
nical services to such foreign 
company are entitled to a de¬ 
duction of the whole of such 
income by way of dividends in 
the computation of the taxable 
income. This tax concession is 
available only if the agreement 
under which the technical 
‘know-how’ or technical ser¬ 
vices arc provided to the foreign 
company is approved by the 
Central Board of Direct Taxes. 
The main objective of this tax 
concession is to encourage 
Indian companies and resi¬ 
dent non-corporate taxpayers 
to develop technical ‘know¬ 
how* and make it available 


to foreign companies so as to 
augment our foreign exchange 
resources. The Bill seeks to 
make the following two changes 
in the* relevant provision in 
the Income-tax Act: 

(a) As one of the main ob¬ 
jects of the aforesaid tax con¬ 
cession is to augment our fo¬ 
reign exchange resources, it is 
proposed to make a retrospec¬ 
tive amendment in the law 
from 1st April, 1968, i.e., the 
date from which this provision 
was brought into force, to 
specifically provide that the 
deduction under this provision 
will be allowed only to the 
extent that the income by way 
of dividends is received in or 
is brought into India by the 
taxpayer in accordance with 
the law regulating payments 
and dealings in foreign ex¬ 
change. 

(b) With the proposed re¬ 
duction in the rates of personal 
taxation, there is little justi¬ 
fication for the continuance of 
(his tax concession in the case 
of non-corporate taxpayers. 
The Bill, therefore, seeks to dis¬ 


continue this deduction in the 
case of resident non-corporate 
taxpayers. The withdrawal 
of the concession will take effect 
from 1st April, 1975 and will 
accordingly apply for the 
assessment year 1975-76 and 
subsequent years. 

(Clause 8) 

43. Modification in the pro¬ 
visions relating to concessional 
taxation of royalties , comntis - 
sion.fees, etc. received by Indian 
companies or resident noncor¬ 
porate tax-payers for provision 
of technical ‘ know-how * or 
technical services to foreign en¬ 
terprises .—Under the Income- 
tax Act, an Indian company 
or a resident non-corporate 
taxpayer deriving income by 
way of royalties, commission, 
fees etc. from a foreign go¬ 
vernment or a foreign company 
in consideration for the provi¬ 
sion of technical ‘know-how’ 
or technical services is exemp¬ 
ted from taxation in India on 
the whole of such income. This 
tax concession is available 
only if the agreement under 
which the technical ‘know¬ 


how’ or technical services are 
provided is approved by the 
Central Board of Direct faxes. 
“The main objective of this tax 
concession is to encourage 
Indian companies and resident 
non-corporate taxpayers to de¬ 
velop technical ‘know-how* and 
make it available to foreign 
governments and foreign com¬ 
panies so as to augment our 
foreign exchange resources. 
The Bill seeks to make the 
following two changes in this 
provision: 

(a) As one of the main ob¬ 
jects of the aforesaid tax con¬ 
cession is to augment our fo¬ 
reign exchange resources, it is 
proposed to specifically pro¬ 
vide that the deduction under 
this provision will be allowed 
only to the extent the income 
by way of royalty, commission, 
etc. is received in or is brought 
into India by the taxpayer in 
accordance with the law regu¬ 
lating payments and dealings in 
foreign exchange. The exist¬ 
ing provision in the law is 
being amended, retrospective¬ 
ly, from 1st April, 1972, i.e., 
the date from which the relc- 
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vant provisions, as it stands at 
present, was brought into force, 

(Since this tax concession was 
originally introduced in the 
income-tax Act with effect 
from 1st April, 1968, an inde¬ 
pendent provisiion is also be¬ 
ing made in the Bill, retros¬ 
pectively, from that date to 
secure that, even under the re¬ 
levant provision as it stood 
during the period 1st April, 
1968 to 31st March, 1972, this 
tax concession will be allowed 
only to the extent that such 
income is received in or is 
■ brought into India in accor¬ 
dance with the law regulating 
payments and dealings in fo¬ 
reign exchange.) 

(b) With the proposed re¬ 
duction in the rates of personal 
taxation, there is little justi¬ 
fication for the continuance of 
this tax concession in the case 
of non-corporate taxpayers. 
The Bill, therefore, seeks to 
discontinue this deduction in 
the case of resident non-corpo¬ 
rate taxpayers. The withdra¬ 
wal of the concession will take 
effect from 1st April, 1975 and 
■' will accordingly apply for the 
assessment year 1975-76 and 
subsequent years. 

(Clauses 9 &17) 

44. Ancillary provisions for 
computation of "advance tax ” 
in certain cases .—Undex the 
Income-tax Act, “advance tax** 
is to be paid during every finan¬ 
cial year in equal instalments 
on specified dates on the tax¬ 
payer’s income (other than 
capital gains and certain casual 
and non-recurring incomes) 
liable to tax for the assess¬ 
ment year next following the 
financial year, In the case of 
persons who have been assess¬ 
ed to tax by way of regular 
assessment, “advance tax’* 
is ordinarily required to be 
paid with reference to the last 
assessment income of the tax¬ 
payer on the issue of a notice 
of demand by the Income-tax 
Officer. Persons who have not 
previously been assessed by way 
of regular assessment are rc» 

S uired to send an estimate of 
leir current income to the 
Income-tax Officer and pay 
“advance tax’* thereon at the 
rates in force. In cases where 


the total income of the latest 
previous year on the basis of 
which tax has been paid by the 
' asscssee on self-assessment 
under section 140A exceeds 
the total income of an 
earlier year assessed by way 
of regular assessment, the ‘ad¬ 
vance tax’ is demanded by the 
Income-tax Officer on the ba¬ 
sis of the total income of such 
previous year. 

45. The Bill provides that in 
the case of individuals, Hindu 
undivided families and certain 
other categories of non-corpo¬ 
rate taxpayers, the net agricul¬ 
tural income of the asscssee 
shall be lakcn into account for 
the purposes of computing 
“advance tax” payable during 
the financial year. The Bill also 
specifics separate rates for 
computing “advance tax” in 
the case of Hindu undivided 
families having at least one 
member whose total income 
of the relevant previous year 
exceeds the maximum amount 
not chargeable to tax in his 
case. With a view to facilitat¬ 
ing the proper implementation 
oftheseprovisions,the Bill also 
seeks to make certain ancillary 
provisions in this regard in the 
income-tax Act. According 
to one of the provisions, wheie 
the order of the Incbme-tax 
Officer under section 210 of the 
Income-tax Act requiring a 
person to pay “advance tax” 
is made on the basis of the 
total income of the latest previ¬ 
ous year for which regular 
assessment has been made m 
the case of the taxpayer, the 
Income-tax Officer will have 
to compute the “advance tax” 
on the basis of the net agricul¬ 
tural income which has been 
taken into account for the pur¬ 
poses of charging income-tax 
for that year. In cases where 
the order under section 210 is 
made by the Income-tax Officer 
on the basis of the total in¬ 
come of any previous year for 
which tax has been paid by 
the assessee on self-assessment 
under section 140A, the In¬ 
come-tax Officer will compute 
the “advance tax’* on the basis 
of the net agricultural income 
as returned by the assessee in 
the return of income for that 
year. In cases where an esti¬ 
mate of “advance tax” is sent 


by the taxpayer under section 
212 of the Income-tax Act, the 
taxpayer will have to compute 
the “advance lax” payable by 
him by taking into account his 
estimated net agricultural in¬ 
come for the period which 
would be the previou year for 
the immediately following as¬ 
sessment year. 

46. In cases where the order 
of the Income-tax Officer under 
section 210 requiring a Hindu 
undivided family to pay “ad 
vance tax” is made on the basis 
of the total income of the family 
for the latest previous year for 
which the family has been as¬ 
sessed by way of regular assess¬ 
ment, the separate rates of 
rates of tax prescribed for 
Hindu undivided families will 
apply to the family if the total 
income of any member of the 
family for the assessment year 
relevant to that latest previous 
year exceeds the maximum 
amount not chargeable to tax 
in his case. In cases where the 
order of the Income-tax Officer 


under section 210 is made on 
the basis of the total income 
of the family for a previous 
year for which the family had 
paid tax on self-assessment un¬ 
der section 140A, the separate 
rates prescribed for Hindu 
undivided familie will apply if 
thctotal income of any member 
of the family for the assessment 
year relevant to such previous 
year exceeds the maximum 
amount not chargeable to tax 
in his case. 

47. These amendments will 
take effect from 1st April, 1974 
and will accordingly apply for 
the purposes of computing “ad 
vance tax” during the financial 
year 1974-75. 

(Ciausc II) 

48. Carry forward and set 
off of losses from horse races 
Under an amendment made 
by the Finance Act, 1972, the 
exemption available undei the 
Income-tax Act in respect of 
casual and non-recurring rc- 
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ceipts was withdrawn and win¬ 
nings from lotteries, crossword 
puzzles, races including horse 
races, card games and other 
games of any sort or from 
gambling or betting of any 
form or nature whatsoever, 
were made chargeable to tax 
under the head “income from 
other sources’*. The taxable 
income from these sources is 
computed after allowing a de¬ 
duction in respect of expendi¬ 
ture (not being in the nature of 
capital expenditure) incurred 
by the taxpayer wholly and ex¬ 
clusively for the purpose of 
making or earning such income. 
Under a specific provision made 
in the law, hisses relating to 
these sources are allowed to 
be set off only against income 
from the same source. Further, 
losses relating to these sources 
incurred in one year arc not 
allowed to be carried forward 
and set off against the income 
of a subsequent year. Race 
horse owners have to incur 
regular expenditure on the 
maintenance of horses. In 


fact, the activity of maintain¬ 
ing horses and running them 
in races is somewhat akin to 
a business carried on by a tax¬ 
payer in an organised manner. 
Under the existing provisions 
of law, however, while the 
losses incurred by a taxpayer 
in his business or profession 
arc allowed to be carried for¬ 
ward and set off against the 
profits of the business or pro¬ 
fession in subsequent years 
up to a period of eight assess¬ 
ment years, a race horse owner 
is not allowed to carry for¬ 
ward and set off the losses 
attributable to maintenance of 
such horses in subsequent years. 

With a view to mitigating the 
hardship arisingfrom this posi¬ 
tion, the Bill seeks to provide 
that owners of race horses will 
be ent it led to carry forward and 
set off the loss incurred by 
them on maintenance of race 
horses against their income 
from the source “races includ¬ 
ing horse races” in subse¬ 
quent years. However, unlike 


taxpayers engaged in business 
or profession who are allow¬ 
ed to carry forward business 
losses up to eight years, the 
benefit of carry forward in 
such cases will be allowed only 
for four assessment years next 
following the assessment year 
for which the loss was first 
computed. Certain consequen¬ 
tial amendments have also been 
proposed lor this purpose. 

49. The Bill also seeks to 
make an amendment of a draft¬ 
ing nature to the relevant pro¬ 
vision in the Income-tax Act 
for clearly bringing out t he in¬ 
tent ion that the loss incurred 
from certain specified sources of 
income, namely, winnings from 
lotteries, crossword puzzles, 
races, card games, etc. will be 
set off only against income, if 
any, crossword puzzles, races, 
card games, etc. will be sel 
off only against income, if any, 
from the same source. 

50. These amendments will 
take effect from 1st April, 1975 
and will accordingly apply for 


the assessment year 1975-76 
and subsequent years. 

[Clause 6,10 (b) and 13] 

V. Proposed Amendment to the 
Wealth-tax Act 

51. Increase in the rates of 
ordinary wealth-tax in the case 
of individuals and Hindu un¬ 
divided families: —Under the 
existing provisions of the 
Wealth-lax Act, wealth-tax is 
charged in the case of indivi¬ 
duals and Hindu undivided 
families (other than Hindu 
undivided families having 
one or more members witiv 
independent net wealth ex¬ 
ceeding Rs I lakhs) at the rate 
of 1 per cent on the first slab 
of net wealth up to Rs 5,00,000; 

2 per cent on the next slab of 
Rs 5,00,001 -10,00,000; 3 per 
cent on the next slab of Rs 
10,00,001-15,00,000; and 8 per 
cent on Ihc net wealth in ex¬ 
cess of Rs 15,00,000. A sepa 
rate rate schedule of ordinary 
wealth-tax was prescribed by 
the Finance Act, 1973 in the 


Great companies think alike 


Hera's a vanturous thraa. Making marry to 
celebrate thalr record-breaking success. 
Dllioant and industrlouq. thay ara people of 
action, lively and allvo to changing patterns of 
life. Thay think and talk in the tame groove. 
And have the aama prtferencaa. There's fun 
and laughter in the air. A faaling of success 
pervades all. 


IXjl 

Alamont yarn—la the choice of groat mills Ilka 
Mafallal, Amblca, Sadhana. J.K. Cotton and 
othara for tha making of their popular fabrics, 


is here. 


—the quality synthetic fibre and 




—the tough tyre-cord—la used by 

the Tyre Industry including Mansfield, Good 
Year, Premier and Dunlop to put more muscle 
and power Into (heir strong tyres. 


And 




—the Industrial yam—is Ideal 


for Defence applications, fishing Indostry and 
other Industrial uses. 

Yaa, great minda really think alike. 



makes mills great 
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case of Hindu undivided fami¬ 
lies having one or more mem¬ 
bers with independent net 
wealth exceeding Rs 1,00,000, 
i.e., the maximum amount not 
jf chargeable to wealth-tax in 
the case of an individual. In 
the case of such Hindu undivi¬ 
ded families, wealth-tax is 
charged at the rate of 2 per cent 
on the first slab of net wealth 
up to Rs 5,00,000; 3 per cent 
on the next slab of Rs 5,00,001 
—10,00,000; and 8 per cent 
on the net wealth over Rs 
10,00,000. No wealth-tax is, 
however, payable where the 
r net wealth does not exceed 
Rs l lakh in the case of an 
individual and Rs 2 lakhs in 
the case of a Hindu undi¬ 
vided family. Individuals and 
Hindu undivided families are 
also chargeable to additional 
^wealth-tax in respect of their 
' urban assets, 

52. With a view to reducing 
disparities in incomes and 
wealth, the Bill seeks to raise 
the rales of wealth-tax in the 
case of individuals and Hindu 
undivided families (including 
Hindu undivided families hav- 
, ing one or more members with 
independent net wealth exceed¬ 
ing Rs 1 lakh). In the case 
of Hindu undivided families 
having one or more members 
with independent net wealth 
exceeding Rs 1 lakhs, the exist¬ 
ing rate of 2 per cent is being 
raised to 3 per cent and the 
existing rate of 3 per cent is 
being raised to 4 per cent. In 
the case of individuals and 
t other Hindu undivided families, 
the existing rate of 2 per cent 
is being raised to 3 per cent 
and the existing rate of 3 per 
cent is being raised to 4 per 
cent. The Tables VI and Vll 
showthe comparativeincidcnce 
of ordinary wealth-tax in the 
case of individuals and Hindu 
undivided families on the basis 
of the existing rates and the 
proposed rates at selected 
levels of net wealth: 

53, The new rate schedules 
will take effect from 1st April, 
1975 and will accordingly apply 
for the assessment year 1975- 
76 and subsequent years. The 

i^rates of additional wealth- 
Sgftax on urban assets remain un- 
1 changed. 

54. Modification of some of the 

SPECIAL BtnPQET HUMBER 


existing exemptions under the 
Weaith~tax Act. The Wealth- 
tax Act provides exmption 
from wealth-tax in respect of 
a number of assets. One of the 
exemptions is in respect of 
the value of one house or pari 
of a house belonging to the 
taxpayer, the value so exempt 
being limited to Rs 1 lakh. 
In addition, one building or 
one group of buildings owned 
by a cultivator of, or receiver 
of rent or revenue of, agricul¬ 
tural land is also exempted 
from wealth-tax without any 
monetary limit. This exemp¬ 
tion is available only if the 


is also being withdrawn and 
linked with the existing exem¬ 
ption in respect of specified 
financial assets. Under the 
proposed provision, a taxpayer 
will be able to claim a maxi¬ 
mum deduction of up to Rs 
1.50,000 in the aggregate in 
respect of any one or more of 
the specified financial assets 
and agricultural land. 

56. Under another provision 
in the Wealth-tax Act, the 
value of the right or interest 
of the asscssce in any policy 
of insurance before the matu¬ 
rity of the policy is exempt 


from wealth-tax. Besides, the 
right of a person to receive an 
annuity is not regarded as the 
asset of the taxpayer for the 
purposes of wealth-tax if the 
terms and conditions of the 
annuity preclude the commu¬ 
tation thereof into a lump-sum 
grant. The aforesaid exemp¬ 
tions have been largely used 
by taxpayers for reducing the 
incidence of wealth-tax. With 
a view to circumventing tax 
avoidance through the device 
of single premium insurance 
policies or non-commutablc 
annuity contracts, the Bill 
seeks to make two modificu- 


building or group of buildings 
is on or in the immediate vici¬ 
nity of the agricultural land 
and is required by the culti¬ 
vator, etc by reason of his 
connection with the land, as 
dwelling house, store-house or 
outhouse, Agricultural land 
belonging to the taxpayer is 
also exempt from wealth-tax up 
to a value of Rs 1,50,000. In 
cases where the taxpaper also 
owns ahousesituatedin a place 
with a population exceeding 
ten thousand, the limit of the 
exemption in respect of the 
value of agricultural land is 
reduced by an amount equal 
to the difference between Rs 
1,50,000 and the value.of the 
house property which is exem¬ 
pted from wealth-tax. Apart 
from the various immovable 
assets referred to above, a 
taxpayer is also entitled to 
exemption in respect of certain 
financial assets up to an aggre¬ 
gate value of Rs 1,50,000. 

55. The Bill seeks to rationa¬ 
lise these exemptions by mak¬ 
ing the following modifications 
in the existing provisions: 

(a) The separate exemption 
available in respect of one 
building or one group of build¬ 
ings owned by a cultivator of, 
or receiver of rent or revenue 
of, agricultural land and used 
as a dwelling house is being 
withdrawn. In the result, *a 
taxpayer who owns a farm 
house in addition to a house 
property will be able to claim 
exemption only in respect of 
one of these properties, up to a 
value of Rs 1 lakh. 

(b) The separate exemption 
in respect of agricultural land 


Tabu; VI 

Comparative Incidence of Ordinary Wealth-tax at Selected revels of 
Net Wealthin the case of Individuals and Hindu Undivided Families 
(other than those having at least one member with independent net 
wealth exceeding Rs I lakh) 


Net wealth 

Wealth-tax at 

Wealth-tax tax at the 

Increase 


existing rales 

rates proposed in 

in the tax 



the Bill 

liability 

i 

2 

3 

4 

Rs 

Rs 

Rs 

Rs 

3,00.000 

3,000 

3,000 

Nil 

4,00,000 

4,C00 

4,000 

Nil 

5,00,000 

5,C00 

5,000 

Nil 

6,00,000 

7,000 

8,000 

1,000 

7,00,000 

9,0(10 

11,000 

2,000 

8,00,000 

11,(00 

14,000 

3,( 00 

9,00.000 

1 3,()C0 

17,000 

4.000 

10,00,000 

15,000 

20,000 

5,000 

15,00,000 

30,CC0 

40,000 

10,0(0 

20,00,000 

70,000 

80,0(0 

10,000 


Table VII 

ComparativeIncidenceof Ordinary Wealth-tax at Selected Levels of 
Net Wealth in the case of Hindu Undivided Familieshaving at least 
One Member with Independent Net Wealth exceeding Rs 1 lakh 


Net wealth Wealth-tax at the 
existing rates 


1 

2 

Rs 

Rs 

3,00,000 

6,000 

4,00,000 

8,000 

5,C0,0C0 

10,000 

6,00,(ICO 

13,000 

7,00,000 

16,000 

8,00,000 

I9.CC0 

9,00,000 

22,000 

10,00,000 

25,000 

15,00,000 

65,000 

20,00,000 

1,05,000 


Wealth-tax at the 
rates proposed in 
the Bill 

Increase 
in the 
tax lability 

3 

4 

Rs 

Rs 

9,000 

3,000 

12,(00 

4.0C0 

15,000 

5,COO 

19,0(10 

6,000 

23,000 ' 

7,COO 

27.000 

8,000 

31,0.0 

9,000 

35,000 

10,000 

75,000 

10,000 

1,15,000 

10,000 
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for national progress... 



100% capacity utilisation s 

1,000.000 tonnes of Urea produced s f 100,000,000 saved! 


• Total Urea output todato : over 1.000.000 tonnes. 

• Increased foodgrain production todate ; over 4,000.000 tonnes. 

• Total foreign exchange saving'todate : over $ 100,000.000. 
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lions in the existing provisions 
of the Wealth-tax Act in this 
regard. Under one of these 
amendments, the value of the 
taxpayer’s right or interest in a 
^policy of insurance will be 
exempt from tax only if the 
premia thereon are payable 
over a period of 10 years or 
more. In cases where the pre¬ 
mia are payable over a period 
of less than 10 years, only a 
proportionate amount of the 
value of the taxpayer’s right 
or interest in the policy 
of insurance will be exempt 
from wealth-tax. Under the 
/Second amendment, the value 
' of the taxpayer’s right to re¬ 
ceive an annuity purchased by 
him, or purchased by another 
person in pursuance of a con¬ 
tract with the taxpaper, will be 
regarded as his asset for the 
purposes of wealth-tax, irres¬ 
pective of whether the annuity 
is commutable or not. 

57. The amendments to the 
Wealth-tax Act take effect 
from 1st April, 1975 and will 
accordingly apply for the 
assessment year 1975-76 and 
subsequent years. 

(Clause 14) 

VI—Proposed Amendments to 
the Companies (Profits) Surtax 
Act 

58. Rales of surlax -Vadct 
the provisions of the Compa¬ 
nies (Profits) Surtax Act, 19564, 
surtax is leviable oni so much 
pi the chargeable profits of a 
' company as exceeds the sta¬ 
tutory deduction, at the rate 
or rates specified in the Third 
Schedule to that Act. The 
term "statutory deduction" is 
defined to mean an amount 
equal to 10 per cent of the capi¬ 
tal of the company as com¬ 
puted in accordance with the 
provisions of the Second 

„ Schedule to that Act or an 
amount of Rs 2,00,000, which¬ 
ever is greater. At present, 
surtax is levied in two slabs 
on the amount by which the 
chargeable profits exceed the 
amount of the statutory deduc- 
tion at the following rates: 

V- 

r ^(i) On the amount of 
such excess up to 5 per 
cent of the amount of 
capital as cpmputed in 


accordance with Second 
Schedule 25% 

(ii) On the balance of 
such excess 30% 

It is now proposed to increase 
the rate of surtax applicable 
to so much of the chargeable 
profits as exceeds! 15 per cent 
of the amount of capita, from 
30 per cent to 40 per cent. 

59. It is, however, proposed 
to provide that in the case of an 
Indian company in which the 
public are substantially, inte¬ 
rested and whose paid-up share 
capital (subscribed and paid 
for in cash) is not less than 25 
per cent of the amount of its 
capital (including reserves) as 
ascertained for the purpose of 
surtax, the aggregate amount 
of the liability of the com¬ 
pany in respect of income-tax 
and surtax will be limited to 
70 per cent of its totalincome 
for the relevant year. Where 
such aggregate liability ex¬ 
ceeds 70 per cent of the total 
income of the company, the 
surtax payable by it will be 
reduced by the amount of such 
excess. This ceiling of 70 per 
cent, will not apply in the case 
of foreign companies or close¬ 
ly-held Indian companies. 

60. These amendments will 
take effect from 1st April, 1975 
and willl accordingly apply 
to the assessment year 1975- 
76 and subsequent years. 

(Clause 15) 
VII—Miscellaneous 

61. Continuance of develop¬ 
ment rebate for a limited period 
in certain cases .—Under notific 
cation of the government of 
India in the Ministry of Fi¬ 
nance (Department of Revenue 
& Insurance) No S.O. 2167 
dated 28th May, 1971, issued 
under sub-eection (5) of sec¬ 
tion 33 of the Income-tax 
Act, development rebate will 
not be allowed in respect of 
ships acquired or machinery 
or plant installed after May 
31,1974. It has been represen¬ 
ted that due to several unfore¬ 
seen factors, industry has not 
been able to obtain timely de¬ 
livery. of plant and, machinery 
from foreign Suppliers also 


from indigenous manulactur- 
rers. Foreign manufacturers 
have not fulfilled their commit¬ 
ments because of a state of 
uncertainty prevailing in the 
international market. Indigen¬ 
ous machinery manufacturers 
have not fulfilled their com¬ 
mitments because of non avail¬ 
ability of some of the crticial 
imported parts and raw mate¬ 
rials, power shortage, etc. Diffi¬ 
culties in theuvailability of ship¬ 
ping space is another factor 
whichhas further aggravated the 
situation. In view of those un¬ 
foreseen factors, installation 
of machinery and plant has 
been delayed for reasons be¬ 
yond the control of the tax¬ 
payers. 

62. In view of these consi¬ 
derations, it is proposed to 
continue the tax concession 
by way of devlopment rebate 
for a limited period in certain 
cases. The Bill accordingly 
seeks to provide that develop¬ 
ment rebate will be admissible 
in respect of ships acquired 
after the 3lst May, 1974 but 


before the 1st June, 1975 if the 
taxpayer had either purchased 
the machinery or plant or had 
entered into a contract lor the 
purchase of such machinery or 
plant from the manufacturer, 
owner or dealer theiecf, before 
the 1st December, 1973. The 
taxpayer will have to furnish 
evidence to the satisfaction of 
the Income-tax Officer thut the 
contract for the purchase of 
the ship, machinery or plant 
had been entered into or that 
the machinery and plant had 
been purchased before Decem¬ 
ber 1,1973. In view of the criti¬ 
cal shortage of petroleum pro¬ 
ducts, it is necessary to en¬ 
courage a change over ofindus- 
1 rial boilers, from oil-fired boi¬ 
lers to coal-fired boilets. It is 
accordingly proposed to pro¬ 
vide that development rebate 
will be admissible in all cases 
where coal-fired boilers arc, 
or machinery or plant for 
converting oil-fired boilers into 
coal-fired boilers is. installed 
before 1st June, 1975. 

(Clause 16) 
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The proposals include : 

(a) Increase in the basic import duty on brandy, gin, whisky and other spirits from Rs 60.00 per litre or 200 per cent, ad valorem , 
whichever is higher, to Rs 80.00 per litre or 270 per cent ad valorem , whichever is higher. 

The additional revenue expected is Rs 35 lakhs in a year. 

(b) Continuance upto 31.3.1975 of the provision for the levy of auxiliary duties of customs, similar to the provision in section 25 
of the Finance Act, 1973. The effective rates arc being maintained at the existing level except that the effective rate of 10 
per cent, applicable to articles on which the effective rate of basic customs duty is 60 per cent, ad valorem or more but less 
than KM) per cent ad valonnun, is being raised to 15 per cent. All the existing exemptions in respect of auxiliary duties of 
customs are also being continued. 

This measure is expected to yield an additional revenue of Rs 1600 lakhs per annum. 

(c) Additional revenue amounting to Rs 370 lakhs per annum is also expected from additional (countervailing) duties, cons- 
quent on the changes in Central excise duties. 

Auxiliary duties of excise indicated in Part B of‘Union Excise Duties’ will he attracted byway of additional (countervai!ing\ 
duties on like imported articles with the exception of: 

(i) ferrous and non-ferrous metals, which will continue to be exempted from the additional (countervailing) duty equal 
to the auxiliary duty of excise as hitherto; and 

{ ii) art iticial or synthetic resins and plastic materials, and articles thereof, which arc also being exempted from the additional 
(countervailing) duty equal to the auxiliary duty of excise, 

(d) Section 3 of the Indian Tariff Act, 1934 is being amended to empower the Central Government to discontinue or increase or 
decrease the preferential rate of duty by notification. This is only an enabling provision and has no immediate revenue 
effect. 

2. There will thus be a net increase in customs revenue of Rs 2005 lakhs per annum made up as under: 


Basic import duties 
Auxiliary duties: 

Additional (countervailing) —-duties: 

Total: 


UNION EXCISE DUTIES 

General Notes 

(I) Percentage indicated under the “Rate of duty” column are “ad valorem" 


(2) Abbreviations: 

B 


Basic duly 

AY 


Auxiliary duties 

E 


Exempted from duty 

NC* 

r~- 

No Change 

UR 

: ~ 

Different Rates 

T 

$ 

Metric tonne 

KL 

sr-a 

Kilolitre 

Qtl. 


Quintal 

Rs 

--- 

Rupees 

d 

Ck 

denier 

sq. m 

S= 

square metre 

Kg. 


Kilogram 

mm 


millimetre 

NOS 

rr- 

Not Otherwise Specified 

NES 

-~- 

Not Elsewhere Specified 

gms. 

i *' 

grammes 

H.P. 

« : 

Horse Power 

ec. 


cubic capacity 

N.F. 

a 

New French 

(i) Indicator 

* 

1AS 

Revenue measure 

t 

= - 

Rationalisation with 
revenue significance 

+ 

— 

Rationalisation with little or 
no revenue significance 


Rupees lakhs 


35 
1600 
(+) 370 


ft 


(+)2005 


(Clauses 18 and 19) 
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Achievement in Indigenisation: 98% 
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—Ashok Leyland has developed the range to Include 
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660 Diesel Engines for mobile air compressors, 
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and harbours. To sarva big and small induatrias. 

To dafend the Nation... 

And to boost the Nation's economy By saving 
huga amounts of forsign exchange And by 
hatping over 1400 small- and medium-industry 
suppliers of raw materials and components. 
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S. No. 

Tariff 

Item 

No 


Commodity 

Unit -- 

Rate oi duty 
(Basic) 

Existing 

¥ 

Proposed 

Estimated 
additional 
- revenue in 
one full 
year 

1 

2 


1 

1 ^ 

i 

i 

i 

i 

! 

r-< 

i 

i 

5 

(i 

7 


I Rs Lakhs) 

A - Changes Proposed by Bill 


1. f IA Confect ionar). Chocolates, etc.— 120 

(I) Boiled sweets, toffees, caramels, etc. Rc. LOO per Kg. 10% 

(4) Chocolates in the form of blocks, slabs, Re LOO per Kg. 10°,' 

tablets etc. 

Effective rates 

(I) Boiled sweets, tollccs, caramels, etc. Rs 0.30 per Kg. 10° o 

(4) Chocolates in the form of blocks, slabs, tablets etc. Rs 0.80 per Kg. 10% 


The existing sped lie rates have been changed to tu! valorem, at a rate corresponding to the nor¬ 
mal rate for food products. 

(SI. No. (i) of Part I of the Second Schedule to 
the Finance Bill). 


11A All products derived from refining of crude 

petroleum, etc. N.O.S.- - 350 

t( I) Mineral Turpentine oil 20°,' plus 20% plus 

Rs. 100/-T Rs. 400/-T 

*(3> Waxes 20% plus 20% plus 

Rs 200/-T Rs 400/- f 


The proposed increase relating to Mineral turpentine oil seeks to rationale the duty so as 
to prevent its adulteration with Kerosene. 

(SI. No. (ii) of Part I of the Second 
Schedule) 


*J5AA Organic Sutface Acti\e Agents 10% 15% 250 

(SI. No. (ni) of Part I of 
the Second Schedule) 

4. t I? Paper, all sorts (including millboards, - 1000 

strawboards, etc.), etc. 

(1) Cigarette tissue Kg. Rs 2.00 Rs 3.00 

(2) Blotting, toilet, target, bank, bond, art 

paper,etc. Kg. Rc LOO Rn 1.20 

(3) Printing & Writing paper: Packing & 

Wrapping paper: Straw-board & Pulp- 

board, etc. Kg. Rs 0.50 Rs 0.60 

(4) All other kinds of paper and paper 

board, N O.S. Kg. Re LOO Rs 1.20 

1. It is proposed to amend the tariff description of sub-item (2) of this Item to include waxed 
paper and polyethylene coated paper which were hitherto classifiable under sub-item (3). 

2. The present concessional rate of 15 paise per Kg. continues in respect of commoner varjc 
tics of printing and writing paper of the grammage limit not exceeding 65 gms. per sq. m. 

The existing grammage limit of 75 gins, per sq. m., for purposes of exemption, is being re¬ 
duced to 65 gms. per sq. m. to encourage further the production of such paper of lower 
grammage for exercise books and text-books. 

3. The slabs and rates of duty for mill-board and straw-board are proposed to be rationalised 
with suitable upward revision. 

4. Hand-made paper, newsprint and paper of prescribed specifications intended for use in the 
printing of newspapers, etc. continue to be exempted. 

5. Existing concessions for (i) smaller paper mills, (ii) new paper mills and (iii) cncourging 
the use of non-conventional type of raw material, such as, bagasse etc. rema in unchanged. 
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Effective Rates on Paper and Paper Boards 


S.No. 


Brief description 


Effective basic duty 




Pre-Budget 

Post-Budget 

1 


3 

4 




(Rs per kg) 

(1) 

All varieties of pa per, of her than board, of a substance of 40 gms or more but not 
exceeding 45 gms per. sq.m, falling under sub-item (2) of Tariff Item No. 17. 

0.45 

0.60 

(2) 

Waxed paper, polyethylene coated paper and board 

Nil 

1.20 


Printing and Writing paper-- 


(Set-off of duty paid on 
base papcr/Board is al¬ 
lowed). 

( 3 ) 




(i) Unbleached, badami,cream laid and crcamwovcn varieties but not includ- 




ing other coloured or tinted varieties 
(a) of a substance not exceeding 65 gms per sq ni 

0.15 

N.C. 


(b) of a sbustance exceeding 65 gms but not exceeding 75 gms per 




sq ni. 

0.15 

0.60 


(si), others, falling under sub-item (3) of Tariff Item No 17 

0.45 

0.60 

<4) 

( 5 ) 

Packing and wrapping paper 

Mill board/Straw board cleared by any manufacturer for home consumption in 
any financial year (with effect from 1.4.74)— 

0.45 

0.60 


(ii) on the first 500 T 

0.10 

0.14 


(ii) on the next 500 T 

0.14 

0.20 


(iiil on the next 500 T 

0.22 ) 

0.30 


on I he next 500 T 

0.31 f 



(iv) on quantity in excess of 20CO T 

0.31 

0.40 

(6> 

Corrugated board— 




(i) If manufactured out of duty paid corrugated board 

Nil 

Nil 


(ii) if manufactured out of duty paid paper falling under sub-item (3) 

0.10 

0.20 


of Tariff Item No 17. 




(i i i) if manufactured partly out of duty paid paper falling under sub-item 

0.10 

0.20 


(3) of Tariff Item No 17 and partly out of duty paid corrugated 

(Duty chargeable on the resulting 


board. 

weight, after deduction of the weight 
of duty-paid corrugated board content). 

(7) 

Other paper boards falling under sub-item (3) of Tariff Item No 17 

0.45 

0.60 

(8) 

Solid fibre board 

0.40 

0.50 

(9) 

Pressed jute felt sheets 

0.45 

0.55 


fetid 


(SI No (iv) 
Schedule] 


of Part 1 of the Seeor 


Estimated 

Tariff Rate of duty additional 

S.No Item Commodity Unit _(Basic)_revenue in 

No Existing Proposed one full 

year 


1 

5 *23 A 


6. 23 B 
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(Rs lakhsfo 

Ci lass and glassware— 26$ 

(I) Sheet glass and plate glass 20% 25% 

(4) Other glassware including t ableware 20% 25% 

There is no change in the present effective rates of duty on laboratory glassware and glass shells, glass , 


globes and chimneys for lamps and lanterns. 

m 


[SI. No (v) of Part I of the Second 
Schedule], * ( 

Chinawure and porcelainware, all sorts— 


Iff 

(1) Tableware 

20% 

25% , l 

(2) Sanitaryware 

25% 

30% 
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WHICH HAND? 

Are you a left-hander? 

Or do you use your right hand? 

Either way, you will enjoy the 
strong, friendly taste of coffee. 

So refreshing. So satisfying. 

tyffoe Hm w much to giye w anywhere M anytime 


ft 



COFFEE BOARD,Bangalore 


ntcaie 



wak mam m mce 

WHERE THE FIRST FRUITS 
OF TECHNOLOGY TRIGGER 
A GENERAL DEMAND FOR 
MORS TECHNOLOGY’ 

—mtitRAGAHDHi 

In 1954. BEL was sat up to bring tha first 
fruits of alactronic tachnology to tha country. 

Sinca than, there has bean rapid growth of 
olactronics. with BEL playing tha loading 
rolo — providing the latest equipment and 
components through innovation, design and 
development, and mdigenisation... meeting 
the needs of users like Defence, Police, Railways, 
Broadcasting both Radio and TV, Entertainment 
Electronics, Aviation and Medicine. 

And in years to come. BEL will keep its promise 
of continuing to trigger the growth of electronic 
technology, as its humble contribution towards 
the progress of the country. 

Every day in many ways 

BEL serves you batter and batter. 






'ts 




I 


Ragd. Office: 4ALAHALLI, BANGALORE 560013 












1 2 


7. *29A 


8. *31 


9. *33D 

10. f 34 


(3) Glazed tiles 


25% 


30% 


(Rs lakhs) 


There is no change in the present tariff rate for sub-item (4) and the concessional rate of duty 
of 10% on electrical insulators made of procelain, classifiable under this sub-item. 

(SI No (vi) of Pat 11 of the Second 


Schedule). 


75% 

75% 


Refrigerating and Air-conditioning—appli¬ 
ances and machinery, all sorts and parts 

thereof— 500 

(1) Regrigerators, etc. 60% 

(2) Air-conditioners, etc. 60% 

(3) Parts of refrigerators, air-conditioners, 
etc. and refrigerating and air-codi- 
tioning appliances and machinery 

Effective rates 

(e) RelYigerators, etc. 

Domestic Refrigeratorsr- 

(i) of a capacity not exceeding 100 
litres 

(ii) of a capacity exceeding 100 li¬ 
tres but not exceeding 165 litres 

(iii) other Refrigerators 60% 

(b) Air-conditioners, etc. 

(i) Evaporative type of coolers 25% 

(ii) Others 60% 

(i) The present concessional rate available to air-conditioners for use in hospitals by the Cent¬ 
ral or State Government, alocal authority or a public charitable institution, remains un¬ 
changed. 

(ii) The present concessional rates on parts of refrigerating and air-conditioning machinery 
(a) for cold storage plants, (b) for hospitals run by the Central or St ate Government, a 
a local authority or a public charitable institution and factory establishments, remain 
unchanged. 

[SI No (vii) of Part 1 of the Second 
Second Schedule). 

Electric batteries and parts thereof— 260 

Dry battries 20% 25% 

The present effective rates of duty on storage batteries and parts of storage batteries' will 
continue unchanged. 

[SI No (viii) of Part 1 of the 
Second Schedulel. 

107 


N.C. 

50.% 

75% 

40% 


Office machines and apparatus including 
typewriters, calculating machines,.etc. 


Motor vehicles 

(1) Auto-cycles, motor-cycles, scooters, auto¬ 
rickshaws and any other three-wheeled 
motor vehicles 

(2) Motor vehicles of not more than 16 H.P. 
by Royal Automobile Club (R.A.C.) 
rating. 

(3) Motor cars of more than 16 H.P. by 
Royal Automobile Club (R. A.C.) rating 
adapted to carry not more than 9 persons 

(4) Motor vehicles, N.O.S. 

Effective rates 
Sub-Item (1) 

Auto-cycles, motor-cycles, etc. 

(i) if the cubic capacity of the engine of 
such vehicle does not exceed 75 cc 


10 % 


[SI No(ix)of Pail I of the Second 
ScheduleJ. 


1625 


Rs 250.00each or 10% 
whichever is higher. 

Rs 1500.00 each or 15% 
whichever is higher. 

Rs 4000.00 each or 20% 
whichever is higher 

Rs 3000.00 each or 15% 
whichever is higher. 


Rs 120.00 each or 10% 
whichever is lower 


10 % 


25% 

40% 

15% 

9 % 
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I 2 


11. 

*46 

12. 

*49 

13. 

*50 

14. 

*51 

15. 

*14FF 

16. 

* 

OC 

> 

17. 

*37AA 

18. 

*37C 


19. *51A 


20. "6n 


3 


4 5 6 7 


(ii) Others 
Sub-Item (2) 

Motor vehicles of not more than 16 H.P. 

by R.A.C. rating 

(i) Motor vehicles with body 


(ii) Others (including chassis) 


Sub-item (4) 

Motor vehicles, not otherwise specified, 
(i) motor vehicles hitherto assessed at 
tariff rate (such as extra heavy vehi¬ 
cles, dumpers, etc.). 

(ii) Others (commercial vehicles) 


(Rs lakhs) 

Rs 210.00 each or 9% 9% 

whichever is higher. 


Rs 1333.33 each or 20% 

13J% whichever is 

higher. 

Rs 1333.33 each or 25% 

13J% whichever is 

higher. 


Rs 3000.00each or 15% ]2j% 

whichever is higher. 


Different specific rates 
or 15% whichever 
is lower. 

There is no change in the existing rates of duty on tractors (including agri- 
cult ural tractors), and trailers. 


Metal containers not elsewhere specified 

Rolling bearings 

Welding electrodes all sorts 

Coated abrasives and grinding wheels 


Tooth-paste (including dental cream) 

Electrical stampings and laminations, all 
sorts 

Tape recorders (including Cassette recor¬ 
ders) 

Photographic goods and apparatus 

(1) Photographic cameras 

(2) Sensitised papers (including Diazotype 
papers) and sensitised paper boards. 



[SI No (x) of Part I of the Second 
Schedule] 

10% 

10% 

15% 

625 

15% 

210 

10% 

15% 

125 

10% 

15% 

75 


[SI No (xi) of Part 1 
Second Schedule] 

of the 

— 

10% 

140 

— 

10% 

420 

_. 

Rs 250.00 



each 

20 

60 


20 % 


Cutt i ng tools, namely: — 

(i) files and rasps 

(ii) hacksaw blades 

(iii) twist-drills 

(iv) reamers 

(v) milling cutters 

Permanent magnets — 

(t) Tariff Item Nos 14FF, 28A, 37AA, 51A and 66 are for New levies. 


N.C. 

The duly for 
the time be¬ 
ing leviable 
on the base 
paper or pa¬ 
per board 
as the case 
may be if 
already paid, 
plus 10%. 

10 % 


50% 


120 


60 


(ii> In i he case of Item No 37C, tariff description is proposed to be enlarged so as to include 
sensitised photographic papers/boards. 

(iii) For obviating assessment difficulties,-it is proposed to fix tariff values for certain specified 
types of electrical stampings. 

(iv) Permanent magnets, other than cast-alloy magnets containing (a) cobalt or (b) nickel or 
(c) both, have been exempted. 
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At the Hoechst Centre for Basic Research in Bombay our scientists ere in commuous quest for improvement. 

Research based mecSdnes 
protect our health. 

Hoechat is here to help. 


670 million people live in India. 
Protecting their health Is our aim.* 
We make the medicines which 
our country urgently needs. And. 
at our new Research Centre in 
Bombay, we are developing new. 
more effective pharmaceuticals 
to fight the diseases prevalent 
among us 

We at Hoachst are helping to 
improve India's standards of 
health and hygiane. Our 
specialists speak your language 
and place their know-how in all 
areas of medicine at your 
disposal. Today, millions of our 
fellow countrymen are already 
being cared tor with medicines 
which we produce and market 
throughout India. 

Hoeohst Pharmaceuticals Ltd. 
has access to tho advanced 
research findings of the world¬ 
wide Hoachst Group important 


to our country, outstanding 
service end the allround expertise 
of one of the leading chemical 
and pharmaceutical companies 
in the world. 

An amount of approximately 
Rs. 1.5 crores has so far bean 
spent on the Hoechat Centre for 
Basic Research in Bombay. 
Hoechst's annual Research and 
Developmant expenses are of the 
order of 75 lakhs. During the 
past five years Research and 
Development expenses totalled 
approximately Rs. 2.6 crores. 

For its outstanding performance 
Hoechst was awarded the 
coveted Chemexcil Export Shield 
for 1969-1970. Since 1969 we 
have exported pharmaceutical 
raw materials and formulations 
of the value of nearly Rs. 2.6 
crores to 18 countries. 


Hoechst helps India in many 
areas 

• In health and hygiene with 
.highly affective 
pharmaceuticals 

• In agriculture with fertilisers, 
pesticides, feedstuff additives* 

• In the veterinary field 

Hoachst bctiovm in 
Investing in ths future 
of India and in ths 
health of hsr people. 



Hoechst 

Pharmaceuticals Ltd. 
Ramon House 
Backbay Reclamation 
Bombay 400 029 


Hoechst 


DfeogODsG ®Cd@sx°1 
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Wheels for Trucks, Buses, Tractors, Cars... 
carrying Goods, Passengers, doing work 
in the farms. 

We even make Wheels for Tanks 
and Earth-movers 



Wheels India Limited 

(INDIA’S LARGEST WHEEL FACTORY) 

Padi, Madras 600050 


\1 




THERE'S AI WHEEL FOR EVERY VEHICLEI 


■ <c> 'OOO'txzo -ex; -o <00 < 


Phone : 33.61 & 91 SANDUR 


0 raim : SMIORF, YESHWANTNAGAR 


THE SANDUR MANGANESE & IRON ORES LTD. 


M ini's 

Deogiri Via Saiulur 
Kama ink a State 


Regd. & Administrative OITtce : 
LOHADR1 BHAVAN. YESHWANTNAGAR 
Via SANDUR. BELLARY DISTRICT 
(KARNATAKA STATE) 

Factory 

Vyasanakcrc near Hospct 
■Karnataka State 


PRODUCERS OF WORLD FAMOUS SANDUR ‘A' GRADE MANGANESE ORE 

AND 

MANUFACTURERS OF FOUNDRY GRADE ELECTRIC PIG IRON HM & LM 
1 to 4 AS PER I.SPECIFICATION WITH 0.12% 

PHOS. MAX. IN SPECIAL GRADE 

AND 

SI iPER SPECIAL GRADE WITH VERY LOW PHOS. 0.08% MAX 

AND 

WILL NOW SET UP AT VYASANAKERE FERRO SILICON PLANT 
WITH A CAPACITY OF 24,000 TONNES PER ANNUM 
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(v) Suitable relief has been provided to smaller manufacturers of toothpaste and specified 
cutting tools. 

(vi) Tape recorders including Casette recorders produced i n a small scale unit judged by t he 
criterion of capital investment on plant and machinery not exceeding Rs 7.5 lakhs arc 
being exempted. 

(SI Nos (i) to (vi) of Part II of 
the Second Schedule). 

B—Auxiliary Duties of Excise 

Estimated additional 
revenue in one full (Rs lakhs) 
year .. 6238 

Under Clause 22 of the Finance Bill, 1974, the provisions for levy of auxiliary duties of excise on all excisable goods mentioned in 
Central Excise Tariff Schedule at an amount to 20% of the value of the goods is being continued. 

2. There is no change in the present level of auxiliary duties of excise on goods covered under Central Excise Tariff Items 
Nos. 16AA, 18D, 22A (2). 26,26A, 26AA, 26B, 27 and 28. ,However,on account of changes in the basic duties of excise on steel in¬ 
gots and iron or steel products (vide SI Nos 14 and 15 of Part D), consequential accruals under auxiliary duties of excise have been 
taken into account under this head. 

3. It is now proposed to levy for the first time auxiliary duties of excise on the following goods at the effective rates indicated 
against each of them through notications. 


SNo 

Tariff Item 
No 

Brief description of goods 

Rale of duly as precentage of 
the basic effective duty 

(i) 

(ii) 

(iii) 

(iv) 

l. 

ID 

Aerated Waters 

50 

2. 

4-1 

Unmanufactured tobacco 

JO 

3. 

4-11(2) 

Cigarettes 

10 

4. 

4-II (4) 

Smoking mixtures for ‘pipes and cigarettes 

10 

5. 

14 

Paints and varnishes 

33* 

6. 

14C 

Glycerine 

50 

7. 

I4D 

Synthetic organic dye-stuffs 

20 

8. 

I4DD 

Optical bleaching agents 

20 

9. 

14F 

Cosmetics & toilet preparations . 

50 

10. 

14H 

Gases 

20 

11. 

15A 

Plastics, all sorts 

20 

12. 

I6A 

Rubber products 

20 

13. 

16B 

Plywood 

10 

14. 

23 

Cement 

10 


4. All excisable goods other than those specified in paras 2 and 3 above have been totally exempted from the levy of auxiliary 
duties through notification. 

C— Additional Duties of Excise and Customs on Mineral Products 


S. No. 

Tariff Item 
No 

Commodity 

Unit 

Rate of duty 

Estimated 
additional 
revenue in 
one full 
year 





Existing 

Proposed 

I 

2 

3 

4 

5 

6 

7 

1 . 

8 

Refined diesel oils and vaporising oil 

KL at 
^Centi¬ 
grade ther¬ 
mometer 

Rs 850.00 

Rs 2000.00 

Nil 

2. 

1IA 

All products as described in Item 11A of the 
First Schedule to the Central Excises 
and Salt Act, 1944. 

T 

Rs 850.00 

Rs 2000.00 

Nil 


■i 

U 
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3 


4 


5 


6 


7 


1 


(Rs lakhs) 

It is proposed to increase the ceiling rates prescribed under the Mineral Products (Additional 
Duties of Excise and Customs) Act, 1958 so as to enable the mopping up of any over-recoveries 
in the hands of oil companies as a result of the operation of the pricing formula 
for fixation of product prices. 

[SI Nos (i) and (ii) of the Third 
Schedule.] 


D—Changes Proposed by Notification 


I. f ID 


2. t - 


3. 14-1(8) 


4. 6 


Aerated Waters 10 B 

(5 AY) 

The criterion for charging duty on aerated waters sold under a brand name or trade mark re¬ 
gistered undertheTrade and Merchandise Marks Act, 1958 is being revised to coverall aerated 
waters bearing on their containers or caps any brand name or t rade mark or symbol etc. whether 
registered or not under the aforesaid Act. 

Note: -Additional revenue under ‘AY’ has already been taken into account under Part B. 


C'offce 

(1) Coffee, cured 

(2) Coffee commercially known as “ins¬ 
tant Coffee". 


Qtl Rs 100.00 N.C. 

20% ( duty on cured N.C. 
coffee used in its 
manufacture, if not 
ulreudy paid. 


Effective rates 


90 


(1) Coffee of the varieties known us robusta, 
libena, etc. 

(2) Instant Coffee 


Unmanufactured tobacco 
Stalks 

Effective rates 


Q«1 

Rs 66.00 

Rs 100.00 


I7i% plus duty on cu¬ 

20% plus duty 


red coffee used in the 

on cured coffee 


manufacture, if not 

used in its 


already paid. 

manufacture, 
if not already 
paid. 



40 



(4 

Kg 

Rs 0.50 

Rs 0.50 

Kg 

(Rs 0.10) 

(Rs 0.10) 

Rs 0.40 

Rs0.50 


(Rs 0.10) 

(Rs 0.10) 


Note:---(i) Figures in double brackets in the Rates column indicate the rates of additional 
duty of excise in lieu of sales-tux. 

(ii) Additional revenue under "AY" has already been taken into account under Part B 


B 

AY) 


Motoj Spirit 

Kl. 

Rs2000.00 

N.C. 

Kflcctive rates 




(l)Special boiling point spirits with nomi¬ 
nal boilingpoint ranges. 

(a) 55-155®C■ 




(i) lor use in the manufacture of rubber 

KL 

Rs 425.00 

Rs 1921.55 

(ii) for other uses 
<h) 65-70°( 

KL 

Rs 845.00 

Rs 1921.55 

(i) for use in the manufacture of 
solvent extracted V.N.E. oils. 

KL 

Rs 425.00 

Rs 1763.20 

etc. 




(ii) for other uses 

KL 

Rs 845.00 

Rs 1763.20 


(c) Other special boiling point spirits 
(other than Benzene, Benzol, Tolu¬ 
ene and Toluol), 


1243 
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5. t 11(1) 


6. *1 IB 


(Rs lakhs) 


(0 


1 


(ii) 


KL 


KL 

in the KL 


40—65°C 
50—110 u C, 

60—80°C, 

60--120«> C, 

70—80°C, and 
80—100°C 
others 

(2) Raw Naphtha intended for use 
manufacture of methanol. 

(3) Raw Naphtha intended for use in the 
manufacture of petro-chemical products. 

(4) Benzol used with coke-oven gas as fuel 
for the manufacture or processing of 
steel. 

(5) Benzene, Benzol, Toluene and Toluol 
for certain specified industrial uses. 

Increase in duty on special boiling point spirits is to prevent their misuse as adul¬ 
terants with petrol. In the case of Raw Naphtha and Benzene, Benzol,etc., the in¬ 
crease is to bring about economy in their consumption, particularly in the context 
of the present oil crisis. There is no increase in the duty on Raw Naphtha used as 
feed stock for fertiliser production. 

Asphalt and Bitumen 1' 


KL 

KL 


KL 


Rs 845.00 

Rs 425.00 
Rs 25.00 

Rs 4.15 
F 

Rs 150.00 


Rs 1900.00 


Rs 1900.00 
Rs 450.00 

Rs 25.00 
Rs450.00 


Rs450.00 


Rs 100.00 


N.C. 


Effective rates 

( i) Straight grade bituin?n/asphaJt 

(a) packed in drums T 

(b) in bulk T 

(ii) Cut-back bitumen/asphalt (packed in 

drums) T 

Blended or compounded lubricating oils and 
greases 

Effective rates 


Rs60.00 
Rs 25.00 

Rs 55.00 

20 % 


Rs 75.00 
Rs 30.00 

Rs 7. 
N.C. 


155 


500 


7. f!5A 


8. t 18 


Blended or compounded lubricating oils and 15% 20% 

greases. 

Artificial or synthetic resins and plastic ma¬ 
terials and articles thereof. 

The provision for granting uniform discount on consumer price list of artificial synthetic resins 
and plastic materials for the purpose of assessment to duty is proposed to be withdrawn as a 
measure of rationalisation. 

Note: - Additional revenue under “AY" has been taken into account under Part B. 


80 

(16 


Rayon and synthetic fibre and yarn 
Effective rates 


Kg 


Rs 60.00 


N.C. 


B 

AY) 


1074 


(1) Staple fibre and tow—of non-celtulosic 
origin polyester fibre— 

(a) of not more than 2 d 

(b) ofmorethan2d 

(2) Synthetic filament yarn — polyester 
filament yarn 


Kg 


Rs 36.90 
Rs 31.90 


Rs40.00 
Rs 40.00 


of and above 

below 




_ 

30 d 

Kg 

Rs4l .90 

Rs 55.00 

30 d 

75 d 

Kg 

Rs 36.90 

Rs 50.00 

15d 

100 d 

Kg . 

Rs 26.90 

Rs 45..00 

100 d 

but not 





above 750 d 

Kg 

RS21.90 

Rs 35.00 

ove 750 d 

— 

Kg 

Rs 6.90 

Rs 15.00 
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(Rs lakhs) 


(3) Yarn spun either wholly out of staple 
fibre of cellulosie origin or such staple 
fibre in admixture with cotton where 
cotton content is not more than 10%. 

New French counts 



of and 

less 





more than 

than 




(») 

84 

— - 

Kg 

Rs 1.50 

Rs 2.50 

(») 

69 

84 

Kg 

Rs 1.50 

Rs 2.00 

(iii) 

51 

69 

Kg 

Rs 1.25 

Rs 1.75 

(iv) 

40 

51 

Kg 

Rs 1.10 

Rs 1.50 

(v) 

34 

4() 

Kg 

Rs0.20 

Rs 1.00 

(vi) 

29 

34 

K(g 

Rs0.80 

Rs0.90 

(vii) 

22 

29 

Kg 

RsQ.32 

RsQ.40 

(viii) 

14 

22 

Kg 

RsG.20 

N.C. 

(ix) 


14 

Kg 

RsO.10 

N.C. 


(4) Mineral fibres or yarn whether continuous or other¬ 
wise (other than glass wool, fibre and 
yarn), such as rockwool, slagwool and 
the like. 

(a) Slag Wool 


F(i) in loose form 

Kg 

Rs0.20 

N.C. 

(ii) in resin bonded form 

Kg 

Rs0.20 

Rs0.90 

(b) Others 

Nil 

N.C. 

Cotton twist, yarn and thread, all sorts. 




etc. 




(1) of counts 29 or more 

Kg 

Rs 5.00 

N.C. 

(2) of counts less than 29 

Kg 

Rs 1.00 

N.C. 


(i) The present effective rates of duty on all types of cotton yarn (excluding cotton yarn 
of less than 22 NF counts—mostly used in medium-B and coarse fabrics) cleared in any 
form (other than in the form of straight-reeled hank) are proposed to be increased. 

(ii) The present exemption from duty on cotton yarn used in the manufacture of specified 
types of cotton fabrics assessed to duty under Item No 19-J (I) is proposed to be with¬ 
drawn. 

(iii) There is no change in the existing exemptions and concessional duty on cotton yarn 
cleared in straight-reeled bank which is mostly used by handloom sector. 

Effective rates os cotton twist, yarn and thread 

(I) Colton twist, yarn and thread (other 
than straight—reeled hank yarn and 
yarn used for weaving by composite mills) 

of and below counts 
above counts 


(i) 

84 

— 

Kg 

Rs 1.50 

Rs2.50 

(ii) 

69 

84 

Kg 

Rs 1,50 

Rs2.00 

(iii) 

5L 

69 

Kg 

Rs 1.25 

Rs 1.75 

(iv) 

40 

51 

Kg 

Rs 1.10 

Rs 1.50 

(v) 

34 

40 

Kg 

RS0.80 

Rs 1.00 

(vi) 

29 

34 

Kg 

Rs0.70 

Rs0.90 

(vii) 

22 

29 

Kg 

Rs0.32 

Rs0.40 

(viii) 

14 

22 

• Kg 

RsQ.20 

N.C. 

(ix) 


14 

Kg 

RsO.10 

N.C. 


(2) Cotton twist, yarn and thread used for weaving 
cotton fabrics in composite mills working under 
normal procedure. 
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We started It alt 37 years ago- 
serving quality drugs 

to the millions. 


Circ/Pfc# 



Cast India 
Pharmaceutical 
Works 

work for you 


That's our way of meeting the social 
objectives. After alt, we are Indian by birtlv 
And to this moment, we remain so, heart 
and soul. 

For our people, we keep on finding new 
ways and means to treardiseases. Both old 
and new. Through constant Research and 
Development. All by oursolves. 

Today wc manufacture a hundred and one 
pharmaceutical drugs, injections, chemicals 
and specialties And our growth during 
the past 37 years shows our effort hasn't 
been in vain. A rather nice feeling...to be 
able to serve our own people. 

East India Pharmaceutical Works limited, Calcutta* ti 



Amiri 


fa ttfi, Bombay Dyeing 
mm awarded the Government 
India's Award for 
Outstanding Export 

Now the/ve done 
it again—with the coveted 
FICCI i9?i Award for 
^pioneering Export Achievement! 

Bombay Dyeinfs total 
exports since Independence 

US' t rn MILLION 
ft 170,000*000)—Rs. 125CRORES. 

(Rs. 125,00,00,000) — that's over 
t/ioth if independent India's 
total cotton textile export*—to 

discerning buyers in the U,S. A 
Canada, U.K., Western Europe , 

\Australasia and Afifea. 

To Compete with international 
textile giants, you've got to 
maintain exceptionally high standards . * 
in fabric quality and individual 3 
designs. Something Bombay 

Dyeing have always been doing. 
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“THE NEED OF THE HOUR—UNITED INDIA’* 

“The United India Fire & General Insurance Company Ltd.” 

With u wide net work of offices at ull the important centres of 
trade and industry throughout India, the Group is eminently 
placed to otter its services to the insuring public for all classes of 
general insurance business. 


UNITS OF THE GROUP 


A.T.J.A. comprising of: 

(a) American 
ib) Great American 
(r) Hartford Fire 
(</) Home Insurance 
All India General Insurance 
British India General Insurance 
Concord of India Insurance 
Co-operative Fire & Gcnl. Insurance 
C o-operative General Insurance 
Hercules Insurance 
Hindustan Ideal insurance 
Indian Trade & Gcnl. Insurance 
Indian Mutual Genl. Assurance. 


l^egal & General Insurance. 
Madras Motor & Genl Insurance 
Madura Insurance 
Pandyan Insurance 
Pioneer Fire & Gcnl, Insurance 
Provincial Insurance 
Queensland Insurance 
South British Insurance 
Union Co-operative insurance. 
Universal Fire & Genl. Insurance 
Vulcan Insurance. 

Life Insurance Corporation 
of India's General Insurance 
Units in the Southern Region, 


FUND A MENTAL 

PROBLEM 


Limited resources pose a fundamental problem. 
INDIAN BANK accepts and discharges responsibility 
for extending adequate credit assistance in many ways 
to viable enterprises, including those by technocrats. 

Likewise, seeing their savings grow poses a different 
kind, of problem for some others; to them INDIAN 
BANK offers innumerable custom-built deposit schemes. 

Call at our nearest branch. 


INDIAN BANK 

(WHOLLY OWNED BY GOVT. |OF INDIA) 

Head Office : 17, Norjh Beach Road, MADRAS-1. 

BRANCHES ALL OVER INDIA 
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1 


2 


3 


4 


5 


6 


10. J8E 


(i) of less than 22 counts 

(ii) of and above 22 counts but less than 
29 counts. 

(iii) of and above 29 counts but less than 
34 counts 

(3) Yarn used by composite mills working 
under special procedure for making— 

(i) Super-fine fabrics 

(ii) Fine fabrics 

(iii) Medium-A-fabrics 

(iv) Medium-B-fabrics 

(v) Coarse fabrics 

(4) Cotton yarn intended to bc*\iscd in 
the manufacture of cotton fabrics, 
such as coating, suiting, etc, falling 
under sub-item 19-1(1), 

(5) Yarn contained in fents arising out 
of cotton fabrics produced by facto¬ 
ries working under special procedure- 

(i) Fents of superfine fabrics 

(ii) Fents of fine fabrics 

(iii) Fents of Medium-A fabrics 

(iv) Fents of ail valorem -assessed fabrics 
falling under sub-item 19-1(1). 

Yarn, all sorts, N.FiS. 


Kg 

Rs 0.60 

N.C. 

Kg 

R&0.60 

RsO.80 

Kg 

Rs 1.55 

Rs 2.00 

sq m 

Rs0.20 

Rs0.20 

sq m 

Rs0.12 

Rs0.20 

sq ni 

6.60 paise 

RsO.IO 

sq m 

4.40 paise 

N.C. 

sq m 

2.20 paise 

N.C. 

sq m 

Exempted 

5 paise 


Kg 

Rs 2.00 

Rs 4.00 

Kg 

Rs 0.80 

Rs 1.40 

Kg 

Rs 0.45 

Rs 0.70 

Kg 

Exempted 

Rs 0.30 

Kg 

Rs 60.00 

N.C'. 


Effective rates on yarn, all sorts, N.E.S. 

(1) Blended yarn containing any two or 
more of (a) staple fibre of cellulosic 
origin, (b) less than 50% of jute and 
(c) cotton— 


of and above below counts 
counts 


a) 

84 

_ 

Kg 

Rs 1.50 

Rs 2,50 

(ii) 

69 

84 

Kg 

Rs 1.50 

Rs 2.00 

(iii) 

51 

69 

Kg 

Rs 1.25 

Rs 1.75 

(iv) 

40 

SI 

Kg 

Rs 1.10 

Rs 1.50 

(v) 

34 

40 

Kg 

Rs0.80 

Rs 1.00 

(vi) 


34 

Kg 

Rs0.70 

Rs 0.90 

(vii) 

22 

29 

Kg 

Rs0.32 

Rs 0.40 

(viii) 

14 

22 

Kg 

Rs0.20 

N.C. 

(ix) 

— 

14 

Kg 

RsO.IO 

N.C. 


(2) Blended yarn containing any two or 
more of (a) staple fibre of cellulosic 
origin, (b) less than 50% jute and (c) 
cotton, used by mills availing special 
procedure laid down in rule 96 (w) for 
making— 


(>) Superfine fabrics 

sq m 

Rs0.20 

Rs0.3ft 

(ii) Fine fabrics 

sq m 

KsO. 12 

RsO.20 

(iii) Medium-A fabrics 

sq m 

6.60 paise 

RsO.IO 

(iv) Medium-B fabrics 

sqm 

4.40 paise 

N.C. 

(v) Coarse fabrics 

sqm 

2.20 paise 

N.C. 

(3) Blended yarn containing any two or 
more of (a) staple fibre of cellulosic 
origin, (b) less than 50% of jute 
and (c) cotton, used in the manufac¬ 
ture of cotton fabrics assessed to a4 
valorem duty under Item No 19-1 (1)— 

sqm 

Exempted 

5 paise 
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II. *19 


3 4 5 6 7 


(fts lakhs) 

(4) Blended yarn containing any two or 
more of (a) staple fibre of cellulosic 
origin (b) less than 50% jute and 
(c) cotton, contained in tents of cot¬ 
ton fabrics produced by factories 
working under rule 96 (w>— 


( i) in fonts of superfine fabrics 

Kb 

Rs 2.00 

Rs 4.00 

(ii) in fents of fine fabrics 

Kg 

Kg 

Rs0.80 

Rs 1.40 

(iii) in fents of Medium-A fabrics 

Rs0.45 

Rs0.70 

(iv) in fents of fabrics assessed to ad 
valorem duly under Item No 

19-1(1). 

(5) Blended yarn containing partly staple 
fibre of non-cellulosic origin and part¬ 
ly any other fibres (excluding wool)— 
ii* non-cellulosic fibre content of it is— 

Kg 

Exempted 

Rs0.30 

(i) 60% or more 

Kg 

Rs 15.00 

N.G. 

(ii) More than 58% but less than 60% 

Kg 

Rs 12.00 

Rs 15.00 

(iii) More than 50% but not more than 
56% 

Kg 

Rs 10.00 

Rs 15.00 

(iv) Containing 50% 

Kg 

Rs10.00 

Rs 15.00 

(v) Of and more than 40% but less than 
‘ 50%. 

Kg 

Rs 8.00 

Rs 12.00 

(vi) Of and more than 25% but less than 
40% 

Kg 

Rs 6.00 

Rs 12.00 

(vii) Of and more than 20% but less than 
25°'. 

(viii) More than 10% but less than 20% 

K* 

Rs 6.00 

Rs 10.00 

Kg 

Rs 4.00 

Rs 10.00 

(ix) 10% or less 

Kg 

Rs 4.00 

Rs 7.50 


Note:—Present rates of duty in respect of yarn covered by categories at (iii) to (ix) of S. No (5) 
above are reduced by Rs 2 per KJ.g if the said yarn is of 34 NP counts or less. 

Cotton Fabrics— 786 

There is no change cither in Tariff description or in the ceiling rates of this hem. 

2. The following chagcs have, however, been made under this Item. 

(a) Increase proposed in duty by 9 paisc per sq m i n respect of super-fine and fine fabrics and 
by 5 paise per sq m in respect of medium-A fabrics when mercerised, etc. whether print¬ 
ed or not; 

(b) Increase proposed in duty by 17 paisc per sq m in respect of superfine and fine fabrics and 
by 12 paisc per sqm in respect of medium-A fabrics when shrink-proofed, etc. whether 
printed or not; 

(c) As a consequence, suitable changes arc proposed in the rates of duty when mercerised/ 
shrink proofed etc. whether printed or not witii or without power/steam by independent 
processors in respect of fabrics, mentioned in /a) and (b) above. 

(d) Suitable increases have also been made in the rates of duty applicable to “tents” and 
“rags” of supcr-fine/fine/mediUm-A fabrics, other than giey/bleached/dycd. 

(3) There is, however, no change in the existing specific rates of duty on: 

(i) grey bleaclied/dyed printed fabrics of any category 

(ii) mcdium-B and coarse fabrics even if mercerised, etc./shrink-proofed, etc. 

(4) Controlled varieties of medium-B and corasc fabrics continue to be exempted from basic 
excise duty. 


Effective rates on cotton fabrics 

I. Fabrics subjected to specific rales of duty 
(a) Super-fine 

(i) mcrcersised or/and water-proofed etc, 

but not printed, 0 

(ii) mercerised or/and water-proofed etc. 
and printed. 

(iii) shrink-proofed etc. but not printed 

(iv) shrink-proofed etc. and printed 


sq m 

42 paise 

51 paise 

sq m 

47 paise 

56 paise 

sqm 
sq m 

57 paise 

62 paise 

74 paise 
79 paise 
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It is India that gave man 
the Ingenious method of 
counting all numbers by ten 
symbols and freed him from 
the bondage of counting on 
his fingers. 

Among these symbols the 
most modest, yet the most 
valuable of India's subtle 
gifts to mankind was the 
zero. 

Derived from the square 
shape of the Yagnakunda 
used in worship, each of 
these symbols was given a 
value of position as well as 
12 3 4 5 

08 H 

Bizis 


an absolute value. 

These numbers were in 
common use in India in 
Ashoka's time (273-232 
B.C.). It was to be a 
thousand years later that 
Muhammad Ibn Musa 
al-Khawarazmi introduced 
them to Baghdad, from 
where they found their way 
to Europe. 

Lending mathematical 
computations ease and 
simplicity, these symbols 
made possible the 
calculation of what before 
was incalculable. 

Over the ages man's 
methods of solving 
mathematical problems 
have been growing to moot 
his complex needs Today 


ingenious devices enable 
him to mako intricate 
calculations in billionths of 
a second. Making it possible 
for him to attack problems 
In ways never possible 
before. 

With computers. 

We are proud that IBM 
Introduced the 
manufacturing of computers 
and other data processing 
equipment In India, which 
are helping the nation meet 
the challenge of building a 
new tomorrow. 
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47U JSM Wortd Tr*o* Corporation incorporated m tbe U.S.AJ 


V 


LIMITED 


Telex 

Grams 


With the best compliments of: 

KOTHARI (MADRAS) 

'Kothari Buildings’ 

20 Nungambakkam High Road 
MADRAS 600034 

Tel. No : XI2I3! (8 lines) 

Trunk : 811421 (3 lines) . 

Ten estates in Nilgiris and Anamaluis; Coffee Estates in Ooorg 
& Chickmagalur; Coffee Curing Works at Hassan; Spinning & 
Weaving Mills at Adoni; Textile Mills at Coimbatore and Ferti¬ 
liser Factory at Ennorc (.Madras) 

Other Group of Companies 
Kothari Sugars & Chemicals Limited 
(Factory at Lalgudi & Siruguppa) 

Madras Safe Deposit Co. Lid. 

Investment Trust of India Ltd. 


325 

KOTHARI 


French Bank Building 
3rd Floor. 62 Homji Street 
Foil, BOMBAY 1 
Tel. No. : 267211/2 
Telex : 2214 
Grams : KOTARISONS 


Branches at : 

611/E, Shahupuri 

2nd Lane 

Kolhapur 

Phone : 1194 

Grams : KOTARISONS 


1-7-69/1-2 Sarojini Devi Road 
Secunderabad, A.P. 

Tel. No. : 75108 
Grams : KOTHARI 





IMPLEMENTATION OF GARIBI HATAO PROGRAMME IN PUNJAB 

Giani Zail Singh Ministry has taken the following steps to implement “Garibi Hatao” Programme in 
Punjab. 

Land Reforms Act promulgated. Steps arc being taken to distribute surplus land among the land¬ 
less. Land Advisory Committees constituted at State & District level. 

Free developed house-sites allotted to 1,84,531 homeless and landless workers in the rural areas. 
Financial assistance is being extended for the construction of houses over these sites. 

New Industrial Centres have been set up at 22 key stations in addition to the existing focal points of 
Mohali. Dhandari Kalan and Rajpura with a view to providing more job opportunities to the people 
of the Slate. * 

Minimum Wages fixed for workers employed in 31 trades. Minimum wages for agricultural labour 
fixed to benefit 9 lakh persons which is the highest number ofindia. 

20,000 rickshaw pullers being extended financial assistance to enable them to buy their own rickshaw. 

1.54,500 small and marginal farmers got financial assistance through Co-operative societies and banks. 
Nutritional food is being distributed to 19,000 children belonging to the weaker sections of the society 
in slum areas of the cities having a population of more than one lakh. 

LIT US REDEDICATE OURSELVES TO THE SERVICE OF THE NATION 
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12. 23D 

13. t 25 

14. t 26 


15. t 26AA 


16. t 33A 


(b) Fine 


(0 mercerised or/and water-proofed, etc. sq ni . 
but not printed. 

41 paise 

50 paise 

(ii) mercerised or/and water-proofed, etc. sq ni 
aim printed. 

46 paise 

55 paise 

(iii) shrink-proofed etc; etc. but not printed sq m 

56 paise 

73 paise 

(iv) shrink-proofed etc. and printed sq m 

(c) Jfedium-A 

61 paise 

78 paise 

(i) mercerised or/and water-proofed etc. sq m 
bUt not printed 

20 paise 

25 paise 

(ii) mercerised or/and water-proofed etc. sq m 
and printed. 

22.5 paise 

27.5 paise 

(iii) shrink-proofed, etc. but not printed sq m 

(iv) shrink-proofed etc. and printed sq m 

II. Ferns 

35 paise 

47 paise 

37.5 paise 

49.5 paise 

(i) fents of super-fine fabrics other than Kg 

Rs 4.00 

Rs 5.20 

grey bleached dyed. 

(ii) rents of fine fabrics other than grey Kg 
bleached dyed 

Rs 2.00 

Rs2.60 

(iii) fents of medium-A fabrics other than Kg 
grey bleached dyed. 

III. Rags 

RsO.SO 

Rs0.65 

(i) rags of super-fine fabrics other than Kg 
grey bleached dyed. 

Rs 2.00 

Rs 2.60 

(ii) rags of fine fabrics other than grey/ Kg 
bleached/dyed. 

Rs 1.00 

Rs 1.30 

(iii) rages of medium-A fabrics other than Kg 
grey/bleached/dyed 

Rs0.25 

Rs0.35 

IV. Special procedure (compounded levy) 
rates for units processing without the 
aid of power/steam— 

(Rs per month per machine installed) 

(i) Stentering machine 

Rs 3000.00 

Rs 4500.00 

(it) Mercerising machine with 2 rollers Rs 2000.00 

Mosaic tiles 

It is proposed to exempt this Item wholly from excise levy. 

Rs 5000.00 

Iron in any crude form (pig iron, etc.) T 

Rs 50.00 

N.C. 

Effective rates T 

Rs 40.00 

Rs 50.00 


Pig iron etc. used in the manufacture of steel continues to be exempted. 
Steel ingots 


The present exemption in basic duty to the extent of Rs 50 Ton steel ingots produced with 
the aid of electric furnaces out of old iron or steel melting scrap etc. has been withdrawn, thus 
making such ingots pay the full rate of Rs 100 T. These ingots will in addition pay auxiliary 
duty of 75% of the higher effective basic excise duty. 

Note: Additional revenue under AY has been taken into account under PartB. 

Iron or steel products. 


Consequent on the withdrawal of partial exemption on ingots produced with the aid of electric 
furnace out of old iron or steel melting scrap etc., the products made out of ingots from electric 
furnace units will pay correspondingly higher effective duties. As in the case of ingots, the 
products will also pay auxiliary duty at appropriate rates of the higher effective basic duty. 

(ii) It is proposed to withdraw the present exemption from product duty on iron or steel pro 
ducts like bars, rods, structurals etc. manufactured out of duty paid ingots out or broken (bu 
not rolled) jnto pieces resembling the shape of semi-finished steel. 

Note—Additional revenue under AY has been taken into account under Part B. 

Wireless Receiving sets 

Thepresentlowereffectiverateofdutyof 10% on broadcast television receiver sets is propose 
to be withdrawn, thus making them pay the tariff rate of 20%. 


(—) 35 
160 

150 B 
(112 AY) 


410 B 
(208 AY) 


80 


miiciAtmmaitr numbs* 


m 


UXXCU 8,1974 


(Rs lakhs) 

2. Wireless receiving sets manufactured in industrial units with capital investment on plant and 
machinery not more than R$ 7.5 lakhs and whose price at the point of sale to the consumer 
does not exceed Rs 16$ per set is presently exempted from excise levy. It is proposed to en¬ 
large the scope of this exemption to sets whose price at the point of sale to the consumer does 
not exceed Rs 225 per set. 

3. There is no change in the existing ratcsofduty applicable to other sets whether produced by 
organised sector or small scale sector. 

17. 37 Cinematograph films-— Existing Proposed 



of a 

below 

of a 

below 


width 

30 mm. 

width 

30 nun. 


of 30 

in 

of 30 

width 


mm or 

width 

mm or 



higher 


higher 


11. Exposed— 





(1) news-reels and shorts not exceeding 

Re 1.00 

Rs 0.50 

N.C. 

N.C. 

500 metres 

(per metre) 



(2) feature films, advertisement shortsand 

Rs 2.00 

Re 1.00 

N.C. 

N.C. 


films N.O.S. (per metre) 

Documentary films falling under sub-item II (1) above are proposed to be completely exempted 
subject to appropriate certification by the Film Censor Board. It is also proposed to afford 
relief in excise duty to low-budget films made in colour by suitable readjustment of slabs and 
the effective rates thereto. The proposals do not have much of revenue significance. 


Effective rates on Films Exposed 





. Films of width 


Films of width 

less 

30 mm. 

or more 

less 

30 mm. 

or more 

t H -T11 



ill <111 



1 11 till 

30 

does 

exceeds 

30 

docs 

exceeds 

mm. 

not 

4000 

nun. 

not 

4000 


exceed 

metres 


exceed 

metres 


4000 

in 


4000 

in 


metres 

length 


metres 

length 


in length 



in length 


(i) 

(") 

(iii) 

<i) 

(ii> 

(iii) 


(paise per metre) 


1. Filtns made in Colour 

(l)Clcaicd for home consumption within 12 months 
from the date of certification by the Central 
Board of Film Censors 


(i) f irst 8 prints 

10 

15 

20 

Nil , 

Nil 

Nil 

(ii) Next 4 prims 

15- 

.20 

30 

Nil 

Nil 

Nil 

(iit) Next 8 prints 

15 

20 

30 

10 

15 

20 

(iv) Next 15 prints 

25 

35 

50 

20 

25 

40 

(v) Next 15 prints 

40 

50 

70 

35 

50 

75 

(vj) Next 10 prints 

60 

75 

100 

60 

90 

125 

(vii) On the ha lame 

85 

100 

150 

85 

,150 

200 

2) C leared for home consumption after 12 months 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 


from the date of certification by the Central 
Board of Film Censors. 


11. Films made in Black & White 

(1) (.'(eared for home consumption within 12 
months from the date of certification by the 
Central Boerd of Films Censors . . 
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Wore than ever, seafood business 
is booming. 

In spite of a long coastline and 
seas teeming with seafood, we 
net only 14% of our marine 
wealth. The rest is waiting to be 
hauled in I 

In 1972 alone seafood exports 
brought in $ 80 million 
(Rs. 800 million} — besides 
taking care of a huge domestic 
demand. Trade surveys antici¬ 
pate an additional $ 80 million 
worth of exports by 1979. 


The bulk of the current seafood 
exports is in in-shore fishing — 
prawns, lobsters and shrimps. 
Deep-sea fishing, almost totally 
neglected, might yield a bumper 
catch that can be exported. 

The Marine Products Export 
Development Authority 
(MPEDA) can help you launch 
into this exciting and expanding 
field. We are a servicing 
Government agency engaged in 
the promotion and regulation of 
the fishing industry and the sea¬ 


food export trade. Our consul 
tancy services include market 
surveys, technical information 
and assistance in alt phases of 
your project — from fishing 
through processing to exporting- 

H you're looking for a promising 
industry that is export-oriented, 
just drop us a line. 

We'll help you to haul in your 
fortune in seafoods I 


A fortune in our seas 
xburs for the 


haulina 



**• 







THE MAR I MB PRODUCTS 
EXPORT DEVELOPMENT AUTHORITY 

Govimmtnt of India 

Mahatma Gandhi Read. Cochin *62016 
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1 2 3 



4 

5 


6 

7 

(i) First 12 prints 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

(Rs lakhs) 

(ii) Next 8 prints & 

10 

15 

25 

10 

15 

20 


(iii) Next 15 prints 

15 

25 

40 

15 

25 

40 


(iv) Next 15 prints 

25 

40 

60 

25 

40 

60 


(v) Next 25 prints 

40 

60 

85 

40 

60 

85 


(vi) On the balance 

60 

80 

100 

60 

80 

100 


(2) Cleared for home consumption after 12months 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 


from the date of certification by the Central 
Board of Film Censors. 

18. *37 A Oramaphone records - E.P. (Extended 
Play records) 

Effective rate 





I5<v 

lJ /U 

Exempted 

N.C. 

10% 

40 


ABSTRACT-CENTRAL EXCISES 


iNo 

Tariff 
Item No 

Com modi tv 


Additional Revenue 




Basic 

Auxiliary 

Total 

1 

2 

3 

4 

5 

6 

1. 

IA 

I. Existing Items 

Confectionery 

120 

(Rs lakhs) 

120 

2. 

ID 

Aerated Waters 

10 

355 

365 

3. 

2 

Coffee 

90 


90 

4. 

4-1 

Unmanufuctrurcd tobacco 

40 

809 

849 

5. 

4-11(2) 

Cigarettes 

— 

1720 

1720 

6. 

4-11(4) 

Smoking mixtures 

— 

8 

8 

7. 

6 

Motor spirit 

1243 

— 

1243 

8. 

a 

Asphalt and Bitumen 

155 

— 

155 

9. 

UA 

Petroleum products, N.O.R. 

350 

-— 

350 

10. 

1 IB 

Blcnded/compoundcd lub. oils 

500 

— 

500 

11. 

14 

Paints and varnishes 

— 

373 

373 

12. 

I4C 

Glycerine 

— 

30 

30 

13. 

14D 

Synthetic organic dye-stuffs 

— 

240 

240 

14. 

I4DD 

Optical bleaching agents 

- - 

19 

19 

15. 

I4F 

Cosmetics 

— 

4)0 

410 

16. 

14H 

Gases 

— 

105 

105 

17. 

ISA 

Plastics 

80 

776 

856 

18. 

ISA A 

Surface active agents 

250 

— 

250 

19. 

I6A 

Rubber products 

— 

280 

280 

20. 

16B 

Plywood 


53 

53 

21. 

17 

Paper 

1000 

—. 

1000 

22. 

18 

Rayon and synthetic fibre and yarn 

1074 

— 

1074 

23. 

18A 

Cotton yarn 

1419 

— 

1419 

24. 

I8E 

Yarn, N.E.S. 

325 

.— 

325 

25. 

19 

Cotton fabrics 

786 

— 

786 

26. 

23 

Cement 

— 

640 

640 

27. 

23A 

Glassware 

260 

— 

260 

28. 

23B 

Chinaware 

105 

— 

105 

29. 

23D 

Mosaic tiles 

<-) 35 

— 

(-) 35 

30. 

25 

Iron in crude form 

160 

— 

160 

31. 

20 

Steel ingots 

150 

112 

262 

32. 

26AA 

Iron and steel products 

410 

308 

118 

33. 

29A 

Refrigerators and air-conditioners 

500 

— 

500 

34. 

31 

Electric batteries 

260 

— 

260 

35. 

33A 

W.R. sets (including T.V. sets) 

80 

,— 

80 

36. 

33D 

Office machines 

107 

— 

107 

37. 

34 

Motor vehicles 

1625 

—. 

1625 

38. 

37 

Exposed films * 

— 

— 

— 

39, 

37 A 

Gramophone records 

40 

— 

40 

40 

46 

Metal containers 

625 


625 

41. 

49 

Rolling bearings 

210 

— 

210 
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1 

2 

3 

4 

5 

6 

42. 

50 

Welding electrodes 

125 

_. 

125 

43. 

51 

Coated abrasives 

75 

— 

75 



Total of I 

12139 

6238 

18377 



IF. New Levies 




1 . 

14FF 

Tooth paste 

140 

— 

140 

2. 

28A 

Electrical stumpings and laminations 

420 


420 

3. 

37AA 

Tape recorders 

20 

— 

20 

4. 

37C 

Photographic paper 

60 

— 

60 

5. 

51A 

Specified cutting tools 

120 

— 

120 

6. 

66 

Permanent magnets 

60 

— 

60 



Total of II 

820 

— 

820 



Grand Total of I & II 

12959 

6238 

19197 



ABSTRACT 









(Rs in crores) 




Centre 

States 

Total 



(i) Basic duties 

103.67 

25.92 

129.59 



(ii) Auxiliary duties 

i 52.38 

— 

62.38 



Total 

166.05 

25.92 

191.97 


, WITH BEST WISHES 

J FROM 

| THE ORIENTAL FIRE & GENERAL INSURANCE 
| COMPANY LIMITED, 

c (Subsidiary of General Insurance Corpn. of India) 

| REGISTERED OFFICE: 

e Jccvan Udyog, Asaf Ali Road, New Delhi. 

| CENTRAL OFFICE: 

Oriental Buildings, Mahatma Gandhi Road, 
Bombay-400 001. 

PREMIUM INCOME IN 1973 EXCEEDS RS. 50 CRORES 
ALL CLASSES OF GENERAL INSURANCE BUSINESS TRANSACTED. 

OFFICES THROUGHOUT INDIA 
ALSO 

BRANCHES AND/OR AGENCIES 
IN 


§ 


Kathmandu (Nepal) 

Kuala Lumpur (Malaysia) 
Penang (Malaysia) 
Phuntsholing (Bhutan) 
Singaporo 


Dubai (Arabian Gulf) 
Hong Kong 
Kabul (Afghanistan) 
Kenya 
Kuwait 

Mahe-Seychelles (Victoria) 
Mauritius 

ORIENTAL FOR SERVICE 
AND 

OVERALL PROTECTION 



* 


CARBORUNDUM 
UNIVERSAL. LTD. 

Manufacturers of 
Quality Bonded and 
Coated Abrasives, 

Abrasive Grains, 

Calcined Bauxite and 

Super Refractories 


Madras • Bombay > Calcutta 
New Delhi 
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MEMORANDUM SHOWING THE PROPOSED PROVISION Of POSTAL, TELEGRAPH 

AND TELEPHONE TARIFFS (1974) 


SECTION—1 


POSTAL (Inland) 


S. No 


1 . 

2 . 

3. 

4. 

5 . 

6. 

7. 

8 . 


Item 


Letters 


Letter Cards 
Post Cards 

Parcels 

Book Packets containing Perio¬ 
dicals registered with the Regis¬ 
trar of Newspapers of India 
* Registration Fee 
Value Payable articles--Posting 
Fee 

Business Reply Permit— 

(i) Fee 

(ji) Handling charges 


Existing Tariff 


Upto 15 grams 

20 Paisc 

Per 15 grams 
thereafter 

15 P. 


15 P. 

Single 

10 P. 

Reply paid 

20 P. 

Per 400 grams 

Rc. 1/- 

Upto 100 grams 

Per 50 grams 

10 P. 

thereafter 

5 P. 

Rc 1/- 

Value not exceeding Rs 
10/- 

10 P. 

Excecding Rs 10/- 

25 P. 


Rs 100/- p.a. 


Proposed Tariff 


Upto 15 grams 

25 paise 

Per 15 grams 
thereafter 

15 P. 

Single 

20 P. 

15 P. 

Reply paid 

20 P. 

Per 500 grams 

Rc 1.50 

Upto 100 grams 

15 P. 

Per 50 grams 
thereafter 

10 P. 

Value not exccding 

Rs 10/- 

Re 1.25 

20 P. 

Exceeding Rs 10/- 

SOP. 

(i) Fee 

Rs 200/-p.a. 

’ii) Handling charges 

10 P. per article 


delivered. 


Section I—Estimated additional revenue in a year.Rs. 25.76 crores. 


♦The proposed tariff will apply to registered articles in the foreign post also. 

SECTION II 
TELEGRAPHS (Inland) 

SI No Item Existing Tariff Proposed Tariff 


Non-Press Telegrams 

Ordinary 

Express 


Ordinary 

Express 


Rs 

Rs 


Rs 

Rs 

First 8 words 

1.20 

2.40 

First 8 words 

1.50 

3.00 

Each additional word 

0.15 

0.30 

Each additional word 

0.15 

0.30 

Multiple Telegrams 






Copying Fee 

50 Paisc for every group 

Copying Fee 

Re 1 /- for every group of 


of 50 chargeable words 


50 chargeable words 


or part thereof. 


or part thereof. 

Section 11— 

Estimated additional revenue in a year_Rs 2.08 crores. 




SECTION III 
TELEPHONES 

SI No Item Existing Tariff Proposed Tariff 


I. 


Rental for Direct Exchange lines within the 
local area. 

(A) Measures Rale Systems 

(i) Exchange systems of 10,000 lines Rs 100.00 per quarter 

capacity and above. # 

(ii) Exchange systems of less than 

10,000 lines capacity. Rs 80.00 per quarters 


(i) Exchange systems of 10,000 

lines capacity and above. Rs 125.00 per quar¬ 
ter. 

(ii) Exchange systems of less Rs 100 per quarter 
than 10,000 lines capacity 
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SI. No. 


Item 


Proposed Tariff 


Existing Tariff 

(B) Flat Rate Systems Annual Monthly 

Rs Rs 

(i) Exchange of 100 lines and above 

capacity providing 24 hrs. service 400.00 35.00 

(ii) Exchange of less than 100 lines 

capaci ly providi ng 24 hrs. service 340.00 30.00 

(iii) Exchange providing restricted hours 
of service:— 

(a) Manual exchanges of capacity 


of over 20 lines. 

250.00 

23.00 

(b) Manual exchanges of capacity 


20 lines or less 

180.00 

17.00 

Measured Rate Systems 

Call charges 

First 250 

No 


calls per 
quarter. 

charge. 


Thereafter. 

20 P 
per call 

Extra charges for Telephone connections 
extending beyond the local area:-- 

(i) Measured Rate Systems 


Rs 30/- 
per km 
per qr. 

(ii) Flat Rate Systems 


Rs 120/- 
p.a. or 
Rs 12/- 
p.m. per 
km. 

F.xtensions to Departmental exchange con¬ 
nections and PBX Connections:— 

(a) Internal extension without inter-commu¬ 


Rs 100/- 

nication facility and internal PBX con- 


p.a. 

nection. 

(b) Internal extension with inter-communi¬ 


Rs 150/- 

cation facility. 


p.a. 

(c) External extension and external PBX con¬ 
nection lying outside the subscriber's 
premises:— 

(i) Not exceeding one km radial dis¬ 


Rs 250/- 

tance. 


p.a. 


Exceeding 1 km radial distance 

Rs 250/-p.a. 
for the first 
km. plus 

Rs 75/-p.a. 
for. each addl. 
km. or part 
thereof. 

External extension and 

■Rs 200/- p.a. 

external PBX connection 

for the first 

which lie entirely within 

km. and 

the subscriber’s premises 

Rs 50/- p.a. 

and no portion of which 

for each addl. 

crosses a public road. 

: km. or part 
thereof. 


Annual Monthly 
Rs Rs 

(i) Exchange of 100lines and 
above capacity providing 
24 hrs. service 500.00 45.00 

(ii) Exchanges of less than 100 

lines capacity providing 24 400.00 35.00 

hrs. service. 

(iii) Exchanges providing rest¬ 
ricted hours of service: • • 

(a) Manual exchanges of 
capacity of over 20 

lines 300.00 27.00 

(b) Manual exchanges of 

capacity of 20 lines or 200.(Ml 20.00 

less. 

First 300 calls per quarter No charge 


Thereafter 25 P per call 


(i) Measured Rate Systems Rs 40/- per km. per 

qr. 

(ii) Flat Rate Systems Rs 160/- p.a. or Rs. 

16/-p.m. per km. 


(a) Internal extension without Rs 150/- p.a. 
inter-communication faci¬ 
lity and internal PBX con- 

tion. 

(b) internalextensionwith in- Rs200/- p.a. 
tcr-communication facility: 


(i) Not exceeding 1 km ra- Rs 350/- p.a. 

dial distance. , , 

(ii) Exceeding I km radial Rs 350/-.p,a. 

distance lor the 

first km. 
plus Rs 150/- 
t>.a. for each 
add!, km. of 
part thereof. 

(iii) External extension and Rs 300/ p.a. 

sion and external for the first 

nection which lie entirely km. and 
within the subscriber's Rs 100/ per 
premises and no portion annum for 

of which crosses a public each'additional 
road. km. or part 

thereof. 
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SI No 


Item 


Existing Tariff 


Proposed Tarifff 



Distance in km 


Charges tor an 
ordinary call of 
Unit duration 

Abu ve 

Upto 

RsP. 

0 

20 

0.50 

20 

50 

1.00 

50 

100 

2.00 

100 

200 

3.00 

200 

500 

5.00 

500 

900 

8.00 

900 

1300 

12.00 

Above 

1300 

16.00 


Distance in Km 


Charges for an 
ordinary call of 



Unit duration 

Above 

Upto 

RsP. 

0 

20 

0.25 

20 

50 

1.00 

30 

100 

2.00 

100 

200 

4.00 

200 

500 

7.00 

500 

1000 

11.00 

Above 

1000 

15.00 
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The nevr brahmins’ 


Many things are happening in India today. 
All centre around change. Modem tech¬ 
nology has widened the frontiers of our 

• consciousness. New and daring ideas have 
set the pace for industrial development. 
At GKW, we translate these ideas into steel. New steels are developed and 
precision components produced to meet the critical needs of priority sectors 
of the economy. We have been at this for fifty years. Since those days when 
horse-drawn carriages were a familiar sight in Calcutta. 

Over these years we have directed our efforts at the needs of the country 
and tried to fulfil our responsibilities as a corporate citizen. In the process, 
technology has multiplied. And a new breed of professionals has come to stay. 
These are the new brahmins : a class by themselves. 


<3KW—-The Engineers' Engineers 


QUEST KEEN WILLIAMS LTD 
87 Andbl Road Howrah 3 


SPBCTAt BUDGET NUMBER 


511 


MARCH'S, 1974 



Item 


Existing Tariff 


Proposed Tariff 


S. No, 


(b) Subscriber's Trunk 
Dialled (STD) Tariffs. 

Radial distance Periodicity of STD Radial distance Periodicity of STD 

between ex- pulses in second between ex- pulses in seconds 

changccs in kms per pulse changces in knis per pulse 


Week days 




—*- - 

— 

Sundays 



Day 

Night 

and three 




7 PM 

National 




to 

Holidays 

Above 

Uplo 


8 AM 


0 

20 

72 

72 

72 

20 

80 

38 

72 

72 

50 

100 

18 

36 

36 

100 

200 

12 

24 

24 

200 

500 

6 

12 

12 

500 

900 

4 

8 

8 

Above 

900 


4 

4 

(c) Fixed Tie, 

Call 

Available for both ordinary 

At Subscription 

and urgent calls. Additional 

Fixed Time Call. 

surcharge equal to 

50% of 


Trunk Call charge for an 
ordinary call of unit dura¬ 
tion is levied in addition to the 
the total Trunk Call charge. 

Section 111— Estimated additional revenue in a year Rs 29, 


Week Days 


Above 

Upto 

Day 

Night 

7 PM 
to 

SAM 

Sundays 
& three 
National 
Holidays 

0 

20 

, 

. « 

. 

20 

50 

36 

72 

72 

50 

100 

18 

36 

36 

100 

200 

12 

24 

24 

200 

500 

6 

12 

12 

500 

1000 

4 

8 

8 

Above 

1000 

'j 

4 

4 


This facility will not be available 
for ordinary calls. 


c lores. 


8. Own Your Telephone Scheme Capacity of Exchange System Capacity of Exchange System 



10,000 

1,000 

300 lines 

Below 

10,000 

1,000 lines 

Below 


lines 

lines and 

and above 

300 

lines 

and above 

1,000 


and 

above 

above but 
below 
10,000 
lines 

but below 
1,000 
lines 

lines 

and 

above 

but below 
10,000 
lines 

lines 


Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

Rs 

(a) Initial payment 

3,000 

2,500 

2,000 

1,000 

5,000 

4,000 

3,000 

(b) Initial period during which 

20 

20 

15 

10 

20 

20 

20 

a reduction in rental is ad- 

years 

years 

years 

years 

years 

years 

years 

missible 

(c) Rebate in result:- - 

(i) On rentals paid aniui- 

ally 

Rs 144 

Rs 120 

Rs 128 

Rs 96 

Rs 240 

Rs 192 

Rs 144 

(ii) On rentals paid qunr- 

terly 

(hi) On rentals paid mouth 

Rs 36 

Rs 30 

Rs 32 

Rs 24 

Rs 60 

Rs 48 

Rs 36 

iy 


— 

Rs 10 

Rs 8 

— 

. 

Rs 12 


Section IV—Not a revenue item. Hence no additional revenue. 


SUMMARY OF ESTIMATED ADDITIONAL REVENUE IN A YEAR 


Section J 
Section iJ 
Section HI 


Postal Tariffs 
Telegraph Tariffs 
Telephone Tariffs 


Rs 25.76 crorcs 
Rs 2.08 crorcs 
Rs 29.24 crorcs 


Total Rs 57.08 crorcs 
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KlftLlC DEBf OP THE CENTRAL GOVERNMENT 

As at the end of 


Particulars 1950-51 1955-56 1960-61 1965-66 Revised Budget 

1973-74 1974-75 

~1 2 3 4 5 . 6 7 ~ 


(In crorcs of Rupees) 

A—Internal Debts 


(1) Market Loans-Current (details in 







Appendix A) 

1438.46 

1508.63 

2555.72 

3417.28 

58M.56 

6338.63 

(ii) Compensation Bonds 


. . 


. . 

83.80 

83.80 

(iii) Prize Bonds 



15*63 

11.35 

1.00 

0.80 

(iv) 15-Year Annuity Certificates 

6*49 

.96 

3.45 

3.78 

1.80 

1.40 

(v) Current Loans in course of repayment 

12.22 

22.73 

33.72 

61.68 

61.68 

(vi) Treasury Bills 

358.02 

595.25 

1106.29 

1611.82 

4498.39 

4809.39 

(vii) Special Floating Loans 

(viii) Treasury Deposit Receipts and other float¬ 

212.60 

6.73 

212.60 

.06 

274.18 

340.70 

730.09 

734.12 

ing loans 




•• 

Total—Internal Debt 

2022.30 

2329.72 

3878.00 

5418.65 

11228.32 

12029.82 

B.—External Debt 







(i) Defence Certificates 

(ii) England— 




.09 

.04 


India Stocks, Rly. Debentures and Annui¬ 
ties 

12.37 

2.61 

0.12 

.04 



UK Govt, loans 

,. 

,, 

106.52 

263.41 

882.57 

903.39 

Lazard Bros. & Co. Ltd. 

,, 


15.33 

., 



(iii) USA— 







P.L. 480 and other Rupee Loans 

Other Loans 


91.72 

288.72 

1277.9! 

1884.40 

1891.64 

US Export-Import Bank 

,, 


25*41 

I0L30 

63.54 

50.13 

(iv) USSR 

.. 


57.48 

243.47 

266.95 

229.66 

(v) Canada 

. * 


14.07 

17.95 

217.63 

257.93 

(vi) Federal Republic of Germany 

.. 


103.19 

206.25 

485.32 

481.30 

(vii) Japan 

.. 


9.93 

62.29 

365.51 

371.47 

(viii) Switzerland 

., 


.. 

5.70 

14.84 

13.88 

(ix) Czechoslovakia 

.. 



9.96 

28.52 

31.42 

(x) Yugoslavia 

.. 


.. 

7.92 

6.37 

4.45 

(xi) Poland 

.. 


.. 

4.49 

13.54 

12.69 

(xii) Austria 

,, 


.. 

2.98 

16.07 

13.79 

(xiii) Netherlands 

.. 


.. 

7.56 

69.31 

82.39 

(xiv) Denmark 

.. 


.. 

.50 

10.80 

13.65 

(w) Northern Rhodesia 

,. 


,, 

.53 



(xvi) New Zealand 
(xvii) Sweden 




.27 

21.07 

37.18 

(xviii) Kuwait 

.. 


.. 

19*28 

3.08 

3.08 

(xix) Italy 

.. 


.. 

7.86 

4.86 

4.21 

(xx) Bahrain 

., 


». 

2.47 

1.73 

(xxi) France 

,. 


,. 

,. 

87.94 

111.49 

(xxii) Belgium 

., 


.. 


10.95 

12.79 

(xxiii) Qatar 

.. 


.. 


4.68 

3.70 

(xxiv) Norway 

.. 




0.15 

0.15 

(xxv) Hungary 

(xxvi) Internal Bank for Reconstruction and 

• • 


• • 



2.14 

Development 

19.66 

19.30 

140.19 

179.77 

198.48 

180.84 

(xxvii) International Development Association 
(xxviit) New credits 

•• 

* ■ 

* * 

171.09 

1170.82 

1447.28 

220.00 

Total B—Exteraal Debt 

32.03 

113.63 

760.97 

2590.62 

5829,91 

6382.38 

Total—Public Debt 

2054.33 

2443.35 

4738.96 

8009.27 

17058.23 

18412.20 

aracML auDasr number 
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Investmtnts in Government Commercial and Industrial Undertakings 

This section shows at one place the investments in and the profits of the Government Commercial and Industrial Undertakings 
whether run departmental!)' or set up under a statute or under the Indian Companies Act, 1956, and the returns accruing to govern¬ 
ment therefrom. It has been divided into two parts — Part A showing the investments in the major departmentaliy run undertakings 
and returns therefrom and Part B showing the investments in the other commercial and industrial undertakings and returns and there¬ 
from. Concerns which arc not of a commercial or industrial nature, like the Reserve Bank of India, Industrial Finance Coiporation, 
Life Insurance Corporation etc. arc excluded. Likwise concerns in which government of India do not have a majority investment are 
also excluded. For a proper appreciation. Part B of this section has been divided into three sections, v/r., Section 1—Undertakings 
which are still under construction; Section II—Running concerns; and Section 111—Undertakings which are of promotional and 
developmental nature. 

_INDUSTRIAL UNDERTAKINGS RUN DEPARTMENTAL!^ BY THE CENTRAL GOVERNMENT (fa lakhs of Rupees) 


1972-73 (Actuals) Revised 1973-74 


Serial Name of Undertaking 

No 

T 2 

Capital 
Invested 
up to 4 
end of 
1972-73 

3 

Gross Working Interest Deprccia- 
Receipts expenses on tion 

(excluding Capital 
interest Outlay 
on 

Capita] 

and 

Depreciation) 

4 5 6 "7 

Total 

working 

expenses 

(5+6+7) 

Net 

Profit 

(4-8) 

Capital Cross 

invested Receipts 
upto 
end of 

1973-74 

8 

9 

10 

11 

1. 

Railways 

37,25,81 

11,62,42 

8,87,99 

1,61,51* 

1,10,00 

11,59,50 

2 

38,86,41 

11,70,00 


Posts and Telegraphs Department 

h 3,42,97 

3,20,97 

2,44,01 

14,39 

t 25,45 

2,83,85 

37,12 

.3,71,97 

3,48,00 

3. 

India Security Press j 

v7,M 

. 7,13 

6,11 

29 

7 

6,47 

66 

9,04] 

7,02 

4. 

Currency Note Press 

ft? 

9,82 

(>,62 

18 

6 

6,86 

12,96 

8,26 

10,06 

; _ 

Hank Note Press 

*7.52 


... 

... 




12,1« 


6. 

Overseas Communications Service 

1 (»,(!(» 

9 02 

3,35 

66 

1,06 

5,07 

3,95 

18,93 

(9,47 

7. 

Light Houses and Light Ships 

Il,% 

1,40 

1,04 

7 

17 

1,28 

12 

13,54 

1,39 

K. 

Delhi Milk Scheme 

>5.23 

12,40 

12,78 

12 

34 

13,24 

—84 

15,24 

12,51 

9. 

Forest Department Andamans 


2,47 

; 2,48 

42 

7 

2,97 

—50 

9,15 

2,29 

IU. 

Electricity Department Andamans 

59 

15 

28 

1 

2 

31 

—16 

83 

16 

11. 

Electrical SulvDivision Lakshadccp 

27 

2 

5 

1 

1 

7 

—5 

30 

2 

12. 

Security Paper Mill 

10,30 

3.18 

2,36 

57 

56 

3,49 

— 31 

10,53 

3,31 

13. 

Ncemucb Opium Factory 

1,94 

8,40 

4,2. 

... 


4,22 

4,18 

1,42 

[8,42 

15. 

GUazipur Opium Factory 

2,13 

9,45 

4,90 

4 

i 

4,95 

4,50 

2,45 

7,98 

15. 

Oha/.ipur Alkoloid Works 

n 

1,58 

i ,18 

... 

1 

1,19 

39 

36 

1,49 

16. 

lilectricity Department Chandigarh 

3,59 

1,06 

79 

8 

6 

93 

13 

3,7 J 

3,21 

17. 

Turapur Atomic Power Station 

90,89 

6,89 

-3,45 

4,12 

2,35 

9,92 

—3,03 

84,86 

14,44 

IS, 

Electrcity Depat tment, Dadra A Nagar Havcli 

31 

3 

5 



5 

—2 

43 

5 

19. 

Vijaynagar Steel Plant 

86 

— 





* • * 

1,00 

M , 

20. 

Vishakhapatnam Steel Want 

36 



... 



• i * 

65 



Totiil 

37,43,05 

15.56,39 

11,81,66 

1,82,47 

1,40,24 

15,04,37 

52,02 

44,41,23 

15,97,82 


Industrial Undertakings run departmentaliy by the Central Government- Conte/. 


Budget 1974-75 


Working 

Interest 

Dcpic- 

Total 

Net 

Capital 

Gross 

Working 

Interest 

Dcprccia- 

Total 

Net 

SI. 

expenses 

^excluding 

interest 

on 

Capital 
and Dep¬ 
reciation') 

on 

Capital 

Outlay 

datum 

working 

expenses 

02 + 13 
-I 14) 

Profit 

(11—15) 

invested 
upto 
end ol 
1974-75 

Receipts 

expenses 
(including 
interest 
on Capital 
and 

Deprecia¬ 

tion) 

on 

(Capital 

Outlay 

tion 

working 

expenses 

(19+20 

4-21) 

Profit 

*18-22) 

No. 

12 

13 

14 

15 

16 

17 

18 

J9 

20 

21 

22 

23 

24 

9,86,15 

1,68,60* 

1,15.00 

12,69,75 

—99,75 

40,95,41 

14,27,15 

11,83,27 , 

, 1,81,67* 

1,15,00 

14,79,94 

— 52,79 

1 

2.86,95 

21,58 

28,31 

3,36 f 84 

11,16 

3,87,33 

4,29,81 

3,14,00 

18,50 

32,47 

3,64,97 

—•64,84 

2 

’ 5,94 

.10 

8 

6,32 

70 

11,06 

6,90 

5,75 

36 

10 

.6,21 

69 

3 

8,71 

28 

6 

9,05 

1,01 

10,74 

9,89 

8,50 

30 

10 

.8.^0 

99 

4 



15,65 

5,45 

5,13 

1,01 

45 

li 6,59 

r— i,i4 

5 

4,14 

7t 

1,24 

6,i] 

3,36 

22,73 

i 10,93 

4,85 

70 

;i,3o 

6,85 

4,08 

6 

75 

12 

18 

1,05 

34 

15,29 

1,40 

78 

18 

19 

1.15 

25 

7 

13,47 

12 

85 

14,44 

3,30 

-1,93 

5,76 

. 19,93 

18,75 

12 

35 

119,22 

71 

8 

2,77 

45 

1 

8 

— 1,01 

,9,35 

229 

277 

45 

8 

3,30 

—1,01 

9 

31 

3 

35 

-19 

L31 

18 

40 

2 

3 

45 

—27 

10 

<> 

1 

l 

8 

—6 

30 

2 

6 

1 

1 

8 

—6 

11 

2,42 

58 

57 

3,57 

—26 

10,96 

3,^1 

3,11 

60 

59 

j 4,30 

—39 

12 

5,06 



5,06 

3,36 

1,78 

10,26 

6,08 


... 

i 6,08 

4,18 

13 

4,98 

4 

"i 

5,03 

2,95 

1 

2,37 

9,59 

5,26 

‘*4 

1 

L,5,31 

14,28 

14 

) ,47 


t 

1,48 

7 

1,50 

81 

,, 

1 

82 

68 

15 

87 

”8 

6 

96 

25 

4,17 

1,22 

86 

8 

6 

1,00 

22 

16 

5.U 

4,11 

2,38 

11,82 

2,62 

90,46 

14,60 

f 5,74 

[4,20 

2,40 

112,34 

2,26 

17 

6 


6 

—1 

43# 

5 

6 

... 

... 

6 

—1 

18 




... 

... 

2,00 

... 

... 

... 

... 

... 

... 

19 


... 

... 


... 

2,00 

... 

JJ-. 

... 

... 

... 

... 

20 

"l 3.29,39 

L97.01 

1,48,87 

16,75,27 

—77,45 

46,89,17 

19,55,08 

15,66,18" 

2.08,24 

1,53,15 

19,27,57 

27,51 



♦Kepiescuts dividend payable to General Revenues, including the clement of the contribution for transfer to states in lieu of tax On railway passenger 
fares ami also the conti ibution to finance railway safety works. 
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Pmrt B—Commercial and Industrial Undertakings run outside the Central Government 

(In lakhs of Rupees) 


Name of the 

Central 

Govern¬ 

ment’s 

invest- 

Net 


Appropriations 

Dividend/ 

Revised 

1973-74 

Budget 

1974-75 

Undertaking 

ment 
in share 
capital 
upto 
1972-73 

profit 

earned 

during 

1972-73 

Dividend 

General 
and other 
Reserve 
Funds 

Develop¬ 

ment 

Rebate 

Profit 
received 
by Govt, 
during 
1972-73 

Capital 
Invest¬ 
ment by 
central 
govern¬ 
ment 

Dividend/ 
Profits 
expected 
to accrue 
to Govt. 

Capital Dividend 
Invest- Profits 

ment by expected 
Central to accrue 
Govern- to Govt, 
ment 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 11 


[.—UNDERTAKINGS 
UNDER CONSTRUCTION 


Ministry of Agri- 
culture 

1. Banana and Fruit 
Development 
Corporation 

2. Kerala Oil Plan¬ 
tation Ltd. 

3. State Cashew- 
nut Corpora¬ 
tion 

4. Andaman Planta¬ 
tion Corpora¬ 
tion 

5. State Seed 
Corporation 

6. Corporation for 
Manufacture of 
Vaccine and 
Drugs for Foot 
and Mouth 
Diseases 

7. Cattle-cum- 
Dairy Deve¬ 
lopment Cor¬ 
poration 

8. Sheep & Wool 
Development 
Corporation 

9. State Frorest 
Corporation 

10. Oil Seed Cor¬ 
poration 

Ministry of Heavy 

Industries 

I. Scooter India 
Ltd. 76 

Ministry of Defence 

1. MisraDhatu 
Nigam Ltd. 

Department of Elec¬ 
tronics: 

1. Computer Main 
tenancy Corpora¬ 
tion 


20 .. 10 
15 

3 

5 

30 

10 

62 

5 

50 

1,75 

60 68 —36 

75 .. 3,00- 


15 
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2. Complex for pro¬ 
duction & R &D 
of Semi Conduc¬ 
tor Devices 

3. Electronics Trade 

Sc Technology 
Corporation 

4* Unit for the Pro¬ 
duction of Trans- 
receivers 

Ministry of Indust¬ 
rial Development 

L Hindustan Paper 
Corporation , 4,03 

2. Leather Develop¬ 
ment Corporation 

3. Precision Tool 
Factory 

4. Tasar Develop¬ 
ment Corporation 

Ministry of Petro¬ 
leum and Chemicals 

1. Indian Petro¬ 
chemicals Cor¬ 
poration, Ltd. 26/73 

Ministry of Slteel & 

Mines 

1. Bharat Alumi¬ 
nium Co; Ltd. 29,59 

2. Mineral Explo¬ 
ration Limited 45 



yvAA/WW 



WHERE, WO, OU EST? 

It is there, Es hi da, Voifc - 
THE PRIDE Sc PLEASURE OF STAY LIKE HOME, 

AT 

BLUEMOON HOTEL 

RAJ BHAVAM ROAD, BEGUMPET, 
HYDERABAD-16 (India) 

Fhone : 3013f> (6 Lines) 

Grams: BLUMOON Telex: 015-315 

Symbolises: 

COMFORT * DECOR * GRACE * ATMOSPHERE 
VALUE • QUALITY and 
PERSONALISED SERVICE with 
HEART and HOSPITALITY 

Provides : 

* ^JJ» CO ? ,D ' T,fONING ’ SEPERATE PRIVATE BATH, 
fi°], WATER . 4-CHANNELED MUSIC 

IN ALL ROOMS 

flowkrshop, laundry SERVICE, hair dre- 
SSING SALOON, AUTOMATIC L»T, TOURIST 
CARS & BAR 

*** CONTINENTAL & INDIAN VEG. AND NON-VEG. 
CUISINE 

SINGIJS A C : Rs. 45 1- DOUBLE A C : Rs. 80/- 
INCLUDING BREAKFAST & BED TEA. 

'VNAiwvv»/irt#wvv<ww\fti'wv^/v<vi»v«<'wwvv<uwvvn/vn/vn/>,»wv»u 


EFFICIENT AID FOR 
EFFECTIVE WRITING 



SILPI. BLACK KNIGHT -HB. 

ZIPPY SPECIAL-HB.MAYURA 6 
MERCURY Black lead Pencils 
and 

Spectrum Colour Pencils, Pearl Bind! 
Eyebrow Cosmetic Pencils. 


THE MADRAS PENCIL FACTORY 

3. STRINGERS STRfgT, MADRAS-1 
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J 


2 3 4 5 


6 


7 8 


9 10 


11 


(In lakhs of Rupees) 

Ministry of Shipping 
and Transport 

1. Cochin Shipyard 

Ltd. 567 .. .. .. .. .. 8,00 

Total 67,23 .. .. .. .. .. <*4.97 .. 92,35 —-36 


II—RUNNING CONCERNS 


Ministry of De¬ 
fence 


1. Garden Reach 
■Workshops Ltd. 

450 

—104 




24 

100 


1,50 


2. Hindustan Ae¬ 
ronautics Ltd. 

54,41 

4,14 

136 

. 203 

75 

101 

250 

142 


142 

3. Mazagon Docks 

Ltd. 

3,80 

102 

29 


73 

24 

60 

36 

50 

42 

4. Bharat Electro¬ 
nics Ltd. 

5,96 

313 

72 

247 

66 

66 

100 

74 


84 

5. Praga Tools 

Ltd. 

2,33 

— 109 






—40 

120 

26 

6. Goa Shipyard 

Ltd. 

28 

6 

4 

I 

1 

4 


4 


4 

7. Bharat Farlh 

Movers Ltd. 

11,90 

315 

59 

171 

85 

59 

10 

60 


60 

8, Bharat Dyna¬ 
mics 

1,60 

22 

• • 


4 

• • 


• • 

50 

.. 

Ministry of Agricul¬ 
ture 

1. Modern Bake¬ 
ries (India) Ltd. 

100 

63 

6 

10 





1,66 


2. Food Corpora¬ 
tion of India 

82,86 

40 

.. 

30 

10 

.. 

54 


1,48 


3. State Farms Cor¬ 
poration 

340 

4 


4 

.. 


15 

58 

15 


4. Central Fisheries 
Corporation Ltd. 

51 

—32 





13 

.. 

25 


5. Central Ware-hous¬ 
ing Corporation Ltd. 

17,34 

110 

47 

108 


.. 

1,85 

41 

2,75 

51 

6. State Agro-Indust¬ 
ries Corporation 

. . 

.. 

.. 

. - 

.. 

• • 

2,00 


150 

• • 

Ministry of Commerce 

1. State Trading , 

Corporation 

800 

593 

160 

561 


1,40 

600 




2. Minerals and Me¬ 
tals Trading Cor¬ 
poration 

450 

525 

54 

526 


36 


72 


72' 

3. Cotton Corpo¬ 
ration of India 

100 

13 






♦ t 

1,00 

• • 

4. .Tea Tradiug 
Corporation of 

India Ltd, 

4 





• • 

6 

• • 

8 

* * 

5. Jute Corporation 
of India 

75 

5 

3 



• * 

* * 

• * 

1,00 

• * 
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ft 


1 2 

3 

4 

5 

6 

7 

8 

V 

kT 

, ^ . 

Ministry of Health 










and Family Plan • 
ning 










1. Hindustan La- 










tea Lid. 70 

16 

3 

13 

• • 

3 

*« 

1 

10 

1 

Ministry of Works 










and Hominy ; 










1. Hindustan Hous- 










ing Factory Ltd. 49 

2. National Buildings 

1 


•• 

1 

5 

l 

•• 

1,59 

■ • 

Construction Corpo¬ 
ration 250 

14 

•» 

. • 

* * 

• • 

45 

, , 

50 

• • 

Ministry of Heavy Industry 










1. Hindustan Ma~ 










chine Tools Ltd. 21,79 

2. Bharat Heavy 

25 

*• 

28 

34 

• • 

266 

• • 

3,53 

* • 

Electricals Ltd. 1,30,00 

3. Machine Tools 

14,72 

•• 

•• 

*• 

• • 

•* 

•• 

•• 


Corporation of 

India 400 

—29 



4 






4. Tungabhadra 










Steel Products 51 

5. Triveni Struc- 

4 

•• 

1 

3 

*• 

10 

•• 

•• 

•• 

turals Ltd. 153 

6. Bharat Heavy 

—55 

•• 

•• 

•• 

•• 

• • 

• • 

•• 

•• 

Plates and Ves¬ 
sels Ltd. 10,12 

—89 



* • 


19 

-51 


1,34 

7. Heavy Engineer¬ 








ing Corpora¬ 
tion 1,60,05 

—16,57 





74 


70 


8. Mining and Al¬ 








lied Machinery 










Corporation 

Ltd. 20,00 

41 



12 






9. Jessop &Co. 6,34 

,, 

,, 

, , 







10. Richardson & 










Crudas Ltd. 1,00 

11. Bharat Pump & 

• • 


•• 

•• 

*• 

50 

•• 

25 

• i 

Compressors 

Ltd. 2,88 

• • 

• ■ 




225 

. . 

12 

9 

Ministry of Indust- 
trial Development 










1, Hindustan Cab¬ 
les Ltd. 902 

2. Hindustan Salts 

—33 

• • 

22 

11 

• • 

101 

46 

45 

60 

Ltd. 179 

3. National Ins¬ 

• • 

• • 

•• 

•• 

•• 

•• 

•• 

•• 

• • 

truments Ltd. 137 

4. National News¬ 

-42 

•• 


*• 

•• 

15 

♦ • 

3 

« • 

print and Pa¬ 
per Mills, Ltd. 2,55 

2 





» • 

• • 


• • 

6. Intrumentation 

Ltd. 3,89 

7. Hindustan Pho¬ 

1,33 

31 

100 - 

2 

31 

35 

34 

1,30 

41 

to Films Ma¬ 
nufacturing Co- 
Ltd. 6,32 

—2,97 

• • 

• * 

• • 

* • 

« • 

• a 

• • 

• a 
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SAKTHI SUGARS LIMITED 


Manufacturer* of 


BEST QUALITY WHITE SUGAR 


AND 


SAKTHI HYBRID SORGHUM 


AND 


BAJRA SEEDS 


Factory : 

Sakthi Nagar P. 0. 
Bhavani Taluk, 
ERODE R.M.S. 


Regd. Office: 

"GREEN LANDS" 

8/28, Race Course Road, 
COIMBATORE-641018 


I 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

8. Tannery Foot¬ 
wear Corpora¬ 
tion of India. 

43 

—95 



• * 

♦ • 

15 


25 


9. National Indust¬ 
rial Develop¬ 
ment Corpora¬ 
tion 

10 

13 

** 

8 


2 


6 


6 

10. Cement Corpo¬ 
ration of India 

10,94 

-40 


u * 

50 


3,20 


10,00 

«• 

11. Bharat Ophthal¬ 
mic Glass Ltd. 

2,86 

—94 





5 

H.02 

21 

-79 

12. National Textile 
Corporation 

Ltd. 

8,84 

26 


26 



2,44 


.3,95 


13. Delhi Small In¬ 
dustries Deve¬ 
lopment Cor¬ 
poration 

20 


1 




» ft 

• * 

20 


Ministry of Irrigation 
of Power 

1. National Pro¬ 
jects Cons¬ 
truction Cor¬ 
poration Ltd. 

151 

7 




• * 

• • 



• * 

2. Water and Po¬ 
wer Development 
Consultancy Ser¬ 
vices (India) 30 

.. 


• t 


.. 

.. 

.. 


• t 

Ministry of Petro¬ 
leum and Chemi¬ 
cals 

1. Cochin Refi¬ 
neries Ltd. 

370 

52 

1,00 

• 

54 

—6 

34 





2. Fertilizers Cor¬ 
poration ofln- 
dia 

2,03,06 

18 


23 

4,16 


96,26 


86,65 


3. Indian Oil Cor¬ 
poration Ltd. 

71,08 

22,17 

4,98 

15,20 

2,00 

4,98 

.. 

.. 

.. 

.. 

4. [ndo-Burma 
Petroleum Co. 

1,75 

56 

15 

38 

4 

12 


12 


12 

5. Oil India Ltd. 

14,00 

5,20 

4,90 

.. 

30 

2,41 

. . 

1,32 


4.72 

<5. Lube India Ltd. 

2,40 

2,40 

82 

95 

79 

36 

. . 

.. 


. • 

7. Indian Drugs 
and Pharma¬ 
ceuticals Ltd. 

33,70 

—3,70 





50 




8. Madras Refine¬ 
ries 

953 

625 

1,55 

4 # 

5,23 

86 

m # 

, , 

, , 


9. Lubrizol India 
Ltd. 

31 

40 

4 

36 


, , 

f . 

2 

. , 

2 

10. Oil and Natural 
Gas Commis¬ 
sion 

1,35,15 

6,76 


19 

—400 


195 




11. Fertilizers and 
Chemicals, Tra- 
vancore Ltd. 

46,53 

—2,04 





10,68 


344 ' 


12. Hindustan An¬ 
tibiotics Ltd. 

247 

24 

12 

.. 

12 

12 

, , 

12 

100 

12 

13. Hindustan In¬ 
secticides Ltd. 

1,25 

9 

.. 

8 

1 

10 

. • 

• . 

. . 

10 

14. Engineers India 
Ltd. 

25 

27 

3 

27 

• * 

• • 

• . 

2 

. . 

2 


sn 
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f -~* tJ 


1 

2 

3 

4 

5 

6 

7 

8 

9 * 

10 

11 

IS. Hindustan Orga- 
nic Chemicals 
Ltd. 

9,14 




* 

21 


54 

46 

• * 

2,34 

16. Pyrites, Phos¬ 
phates, and 
Chemicals, Ltd. 

6,09 

--3 





• « 

• • 

• • 


Ministry of Shipp¬ 
ing and Transport 

1. Hindustan Ship¬ 
yard Ltd. 

9,86 

65 



35 


1,45 


1,80 


2. Central Road 
Transport Cor¬ 
poration Ltd. 

1,10 

—38 






• * 



3. Shipping Corpo¬ 
ration of India 
Ltd. 

27,95 

8,*08 

1,68 

6,50 

3,61 

1,53 


1,68 


1,68 

4. Mogul Lines 

Ltd. 

81 

13 


19 

1,66 



18 


5. Central Inland 
Water Trasporl 
Corporation 

3,50 

2 





56 


J ,84 


6. Delhi Transport 
Corporation 


• • 

•• 

•• 


•• 

•• 


7,87 

• • 

Ministry of Steel and 

Mines 

1. Steel Authority 

Oflndia Ltd. 13,03,53 

-35,94 





24,42 


7,68 


2. National Coal 
Development 
Corporation 

1,40,92 

—2,43 





11,03 


26,47 


3. Ncyveli Lignite 
Corporation 

1,00,97 

-9,95 





20,97 


20,48 


4. Hindustan Zinc- 
Ltd. 

13,40 

17 





5,60 


4,25 


5. Bharat Gold 

Mines 

30 

—56 



2 


30 


63 


6. Hindustan Cop¬ 
per Ltd. 

63,86 

2,56 

•• 

•• 

1,21 

•• 

7,48 

•• 

7,48 

.. 

Minis try of l our ism 
and Civil Aviation 

1. Air India 

23,41 

—94 



2,85 


5,00 


5,00 


2. Indian Airlines 

24,64 

—1,03 

., 

, , 

, , 

* ' l 

3,50 




3. India Tourism 
Development 
Corporation 

9,02 

48 



33 

18 

1,50 

• » 

1,40 


4. International 
Airport Authority 
of India L td. 

12,00 

1,58 

62 

‘>6 

.. 

.. 

44 

• • 

1,38 


Department of Ato¬ 
mic l.'ncrgy 

i. Indian Hare 

Earths Ltd. 

1,75 

32 

14 

13 

5 

14 

11 

14 

13 

15 

2. Electronics Cor¬ 
poration of 

India Ltd. 

3,75 

65 

19 

8 

37 


1,00 

19 

1,20 

38 


1 

2 

3 

4 

5 

6 

7 8 

9 

10 

11 

3. Uranium Cor¬ 
poration or In¬ 
dia, Ltd. 

8,26 

17 


• • 

8 





Ministry of Commu¬ 
nications'. 










1. Indian Telephone 
Industries Ltd. 

3,88 

2,71 

62 

1,11 

30 

48 

48 


48 

2. Hindustan Tele¬ 
printers, Ltd. 

82 

74 

10 

64 

1 

10 

14 

• • 

15 

Total 

29,10,35 

22,57 

23,01 

48,40 

23,95 

16,67 2,23,47 

8,50 

2,15,63 

16,81 

III.—PROMOTIONAL AND DEVELOPMENTAL UNDERTAKING - 





Department of Science 
and Technology 










1. National Resear¬ 
ch Development 
Corporation 

44 

5 

5 







Ministry of Agricul¬ 
ture 










1. National Seeds 
Corporation 

2,50 

1 




30 


38 


2. Salughter Houses 
Corporation 

.. 

# m 


m ¥ 

t m 

10 

.. 

10 


.3. Indian Dairy Cor¬ 
poration 

1,00 

9 




.. 


• • 

• - 

Ministry of Irriga¬ 
tion and Power 










1, Rural Electrifica¬ 
tion Corpoia- 
tion 

20,00 

1,66 

20 

1.47 


12 11,75 

20 

11,00 

32 

Ministry of Industrial 
Development 










1* National Small 
Industries Cor¬ 
poration Ltd. 

3,50 

66 



# # 

2,00 

, , 


m m 

Ministry of Supply 
and Rehabilitation 










1. Rehabilitation 
Industries Cor¬ 
poration 

3,35 

—77 

.. 


• • 

5 


9 , 

• • 

Total 

30,79 

1,70 

25 

1,47 


12 14,20 

20 

11,48 

32 

Grand Total 

30,08,37 

24,21 

23,26 

49,87 

23,95 

16,79 3,02,64 

8,70 

3,19,46 

16,77 
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External Loans 

Statement of Receipts 

(In lakhs of Rupees) 


Details of Loans 



Amount Actuals Actuals Actuals Actuals Actuals Budget Revised Estimated Budget 
of upto 1969-70 1970-71 1971-72 1972-73 1973-74 1973-74 Balance 1974-75 
Loans 1968-69 as 

autho- on 

rised 31-4-74 


at post- 
devaluation 
rate of 
exchange 


2 345 6 789 10 11 


A. COUNTRIES 


I. Loans from U.S.A.: 

(z) American Wheat Loans 90,31 

(//') Development Assistance Loans 61,91 
(i/7) D.L.F./A.I.D. Loans 18,93,12* 

(ir) Asian Economic Development 
Fund Loan 

(r) P.L. 480 Rupee Loans 
(»7) P.L. 480Convertible Local Cur¬ 
rency Credit 

(v/7) U.S. Export Import Bank Loans: 

(«) First Loan 

(b) Second Loan 
(<•) Third Loan 
(</) Fourth Loan 

(c) Credit for Diesel Loco Works, 
Varanasi (I Tranche) 

(/) Credit for Diesel Loco Works 
Varanasi (11 Tranche) 

(g) Credit for Diesel Loco Works. 

Varanasi (III Tranche) 

(//) Fifth Loan 
(i) Loans to Air India : 

First Loan 
Second Loan 
(7) Sixth Loan 
(v/7/) Debt Relief 


90,31 

61,91 

12,90,26 


8,74 8,85 

15,24,00 11,00,25 

3,30,35 1,03,88 


1,11,42 1,84,87 1,52,54 37,39 9,97 42,22 34,85 34,85 


60,50 

71,60 


50,CO 

44,40 


1,03,09 


12,12 

4,46 


71,43 

23,81 

11,90 

11,90 

9,05 

8,10 

9,57 

15,00® 


71,43 

23,81 

11,90 

16,20 

9,76 

8,57 

9,68 


4 

4,02 


10,98 


2,29 2,29 


Total 

II.~LoansfromU.S.S.K. . 

(/') Bhilai Loan 
(//) Industrial Enterprises 
(fii) Drugs Credit 
(it) Bara uni Credit 
(v) 337.5 million Roubles Credit 
(ri) 112.5 milli n Roubles Credit 
.(rzz) Bokaro Credit 
(v/7/) 300 million Roubles Credit 

Total 


4,53 

11,25® 

21,86® 

4,53 

-• 

91 

9,67 

•* 


21,86 


(b)302 

41,09,12 35,13,29 

2,47,58 

2,91,16' 

2,65,30 

54,51 

9,97 

64,08 

34,85 

37,87 

64,74 

64,74 









59,53 

46,50 

36 

30 



18 


20,71 


9,52 

9,54 









11,91 

11,86 



1 






1,78,58 

,57,15 

3.02 

1,14 

61 

56 

81 

65 

39,71 

1,50 

59,53 

43,03 

2,14 

3,26 

1.07 

2,64 

13,50 

37,75 

26,37 

3,50 

1,05,82 

72.08 

43,53 

31,18 

8,44 

4,28 

2,58 

83 

6,32 

1,00 

2,50,CO® 

13,64 

48 

87 

3,69 

1,03 

3,05 

3,01 

22,79 

8,00 

7,39,63 4,18,54 

49.55 

36,75 

14,03 

8,52 

20,12 

8,26 

3,20,40 

14,03 


*Rs. 8,99,00 lakhs at pre-devaluation rate of exchange and Rs. 9,94,12 lakhs at pcst-devaluaticn rate of exchange. 

NOTES : (i) Figure upto 1965-66area1 pre-rupee devaluation rate (except where otheiwise specified) ar.d figures fer later 
years are at post-rupee devaluation rate. * 

(ti) Figures shown in Columns 2 to 7 are departmental actuals. 

<'! at Post-devuluation rate of exchange. 

(b) Exchange variations. 
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in.-U.K. Credits: 

(a) U.K. Government Loans : 

(0 Durgapur Credit 20,00 20,00 

(«) Second E.C.G.D. Credit 38,00 38,00 . 

(<fi) U.K. India (Oil Pipe Line) 

Credit 4,00 4,00 

(iv) U.K. India (General) Credit, 

1959 25,33 25,33 . 

(v) First U.K. India (General) 

Credit, 1960 13,33 13,33 . 

(W) Second U.K. India (General) 

Credit, 1960 6,67 6,67 . 

(vii) First U.K. India (General) 

Credit, 1961 13,33 13,33 . 

(v//7) U.K. India (Five-Year Plan) 

Credit, 1961 40,00 41,34 . 

(ix) Second U.K. India (General) 

Credit, 1961' 6,67 6,67 . 

(v) First U.K. India (General) 

Credit, 1962 13,33 14,83 . 

(xi) U.K. India (Durgapur Ex¬ 
tension) Credit, 1962 29,33 22,49 2,24 1,47 59 2,05 

(xii ) Second U.K. India (General) 

Credit, 1962 6,67 6,67 . 

(xiii) U.K- India (Five-Year Plan) 

Credit, 1962 17,33 18,57 97 . 

(xiv) U.K. India (Steel) Credit, 

1963 4,67 4,88 . 

(.rv) First U.K- India (General) 

Credit, 1963 13,33 13,33 . 

(xvi) Second U.K. India (General) 


Credit, 1963 (Kipping Loan 1) 

5,33 

5,53 

143 

56 

* (xvil) First U.K. India (General) 
Credit, 1964 

6,67 

6,67 



(xvi’ii) First U.K- India (Bhopal) 
Credit, 1964 

3,33 

4,26 



(xix) First U.K. India (Five-Year 
Plan) Credit, 1964 

6,67 

6,47 

81 

1,49 

(xx) Second U.K. India (General) 
Credit, 1964 

13,33 

13,33 



(xxi) Second U.K. India (Five 
Year Plan) Credit, 1964 (Oil 
India Ltd.) 

2,00 

2,93 

13 


(xxii) Third U.K. India (Five Year 
Plan) Credit, 1964 

2,03 

1,54 

99 

34 

(xxiii) Fourth U.K. India (Five 
Year Plan) Credit, 1964 

1,33 

95 

94 


(xxiv) Third U.K. India (General) 
Credit, 1964 (Loan 11) 

5,33 

5,39 

1,70 

48 

(*xv) Fifth U.K. India (Five Year 
Plan) Credit, Kipping 1964 
(For Singareni Collieries) 

1,67 

1,97 

24 


(xxvi) Second U.K. India (Bhopal) 
Credit, 1964 

2,67 

3,72 

11 


(xxvii) Sixth U.K. India (Five Year 
Plan) Credit, 1964 

4,30 

5,97 

21 
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I 


: j _J_.._ . 

2 3 

4 

5 

6 

7 

8 

9 


11 

; (xxviii) First U.K. India (Gcnc.al) 

; Credit, 1965 

6,67 6,62 







’ 


; ■ (xxi v) U.K. India (Five Year Plan) 

;■ : Credit, 1965 

67 84 









if 1 (.v.v.v) Second U.K. India (General) 

J, Credit, 1965 

if (xxxl) U.K. India (General Pur- 

'{| pose) Loan, 1965 

6,67 6,67 









13,33 13,33 









ll. (.v.v.v//) U.K. India (Non-Project) 

|P Loan, 1965 (HI Kipping 

Loan) 

5,33 6,42 

34 

3 

78 






> (xxxiii) U.K. India Food Fnicrgency 

1.3 Loan, l%6 

10 00 5,98 

94 

23 

61 






(vvx/r) First U.K. India (Bhopal) 

Sji Loan. I%6 

5.37 7,64 

43 

41 

49 






(awvv) U.K. India (General Pur- 
| v ii pose) Loan, 1966 

1,33 24,34 









(xvvv/) First U.K. India (Non- 
, Project)Loan, 1966(IV Kip¬ 

ping Loan) 

5,33 1,36 

1,09 

54- 

93 






(v xxvii) Second U.K. India (Non- 
Projeel) Loan 1966 

28,35ft/' 28,35 









(vvv»7/7) Second U.K,. India (Bhopal) 
Loan. I%6 

4,00i// 2,63 

1,95 

57 

25 






(vvwv)U.K. India Sindii Loan, 
J966 

36(/r: 

9 

9 

13 






(a/) U.K* India Non-Project 
Loan, 1967 (V Kipping 
Loan) 

12,606ft 2.44 

4,09 

3,45 

2,62 






(\7i) U.K. India Debt Refinancing 
>’ and General Purpose Loan, 

1967 

25,20(?/' 25,20 









(xlii) U.K. India General Purpose 
Loan,1967 

21,60(6' 21,60 









(a////) U.K. India General Purpose 
Loan,1968 

15,30(rt 15,30 









(xliv) U.K. India Debt Refinancing * 
Loan, 1968 

13,50(V/> 13,50 









(.\7v) U.K. India—Capital Invest- 
inent Loan, 1968 

15,3065 

II 

4,39 

7,96 

2,84' 



t • 


V (,\7W) U.K. India—Non-Project 

: Loan, 1968 (VI Kipping 

Loan) 

12,60@ 

4,40 

4.24 

2,66 

1,13 


18 



;■* (\lvii) U.K. India Mixed Project 

f; Loan, 1968 

3,606/' 


2,10 

1,50 






’ i.\/viii) U.K. India—General Pur- 

/ pose I oan, 1968 

2,70 {it\ 2,70 







• f 


(\lix) U.K. India- Loan Tor 

L(\ I.C.I. 1968 

1,8()(i/’ 


27 

58 

70 

9 

24 

• • 


1 (/) U.K. India Debt Refin- 

ancing Loan, 1969 

13,506n 

13,50 






• * 


•\ , (//) U.K. India Maintenance 

Loan,1969 

28,806ft 

18,38 

10,42 





• • 


y (Hi) U.K. India Capital Invest- 

j, ment Loan, 1%9 

13,50m 


4,99 

8,51 





■J [!tn\ U.K. India Mixed Project 

Loan,1969 

3,606/ 



2,97 

63 



♦ ¥ 


(//*•) U.K. India Mixed Imports 
j , Loan, 1969 (VII Kipping 

j Loan) 

7,20® .. 


1.17 

1,53 

2,29 

2,25 

.1,66 

S5 

55 
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. 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

(/v) J.C.I.C.1. Loan, 1969 

1,80(<*) 

.. 

.. 




1,80 

49 

1,31 

1,31 

(Ivi) First Maintenance Loan, 

1970 

16,20® 

, . 

12,65 

3,55 

., 

, . 

, , 




(Mi) Second Maintenance Loan, 

1970 

46,80@ 

. . 

, , 

38,64 

8,15 

. , 

, . 

, , 



(Mil) Durgapur, 1970 

5,58@ 

. . 

, , 

42 

1,58 

31 

1,33 

22 

3,05 

1,73 

(//*) Debt Relief Loan, 1970 

13,50@ 

. , 

13,50 



, . 

. , 

. , 

, , 

(lx) Mixed Project Loan, 1971 

5,40@ 


, . 



5,40 



. . 

. , 

(Ixi) VHth Kipping Loan, 1971 

3,60(a) 

. i 

. . 



. . 

1,80 

1,04 

2,56 

1,80 

(Ixii) Capital investment Loan, 1971 

21 , am 

. . 

. , 



3,37 

13,50 

6,17 

12,06 

1,80 

(Ixiii) I.C.l.C.l. Loan. 1971 

1.80@ 





. . 

., 

. . 

1,80 

47 

(Ixiv) Mixed Project Loan, 1971-72 

14,40® 

•C' 

, , 



8,0! 

., 

6,39 

,. 

, , 

(fxv ) Capital Investment Loan, 

1971-72 

21,60@ 

, . 



, , 

.. 

3,60 

3,93 

17,67 

9,57 

(l.xvi) Debt Refinancing Loan, 1971 

13,50® 



, . 

13,50 

, * 


, , 



(Ixvii) Maintenance Loan, 1971-72 

48,60(f/] 




39,60 

9,00 


, . 



(fxviii) Debt Relief, 1972-73 

14,40® 



. . 

.. 

14,40 


. . 



(/.v/jc> Mixed Project Loan, 1972 

28,80® 



, . 

., 


25,25 

28.80 



(Ixx) Maintenance Loan, 1972 

60,30® 




,, 

60,34 


, , 



{fxxi) Capital Investment Loan, 

(£ 14 million) 

25,20 (a) 

. , 


* 

,. 


,, 

, , 

25,20 

3,60 

(Ixxii) Mixed Project Loan (£ 18 

million) 

32,40® 

. . 






6,83 

25,57 

25,49 

(Ixxiii) Maintenance Loan, 1973- 

74 (25 million) 

45,00@ 

. . 

, , 



.. 


45,00 


, , 

(Ixxiv) Debt Relief (£ 8 million) 

14,40@ 




,, 

.. 

., 

14,40 

, , 

, , 

( b ) Lazard Brothers 

15,33@ 

15,33 

. . 


., 

.. 

.. 

,. 

, , 

, , 

(c) Barclays Bank 

4,59® 


1,07 

* * 

• • 

36 



(b) 

4,56 

Total 10,51,66 5,09,75, 

'82,31 

75,16 

91,42 

1,19,34 

49,62 

1,15,35 

89,77 

50,88 


IV. — Loans from Canada : 

, (i) Wheat Loan 

15,71 

15,71 









(//) Rana Pratap Sagar Hydro 
Electric Project 

3,52 

3,56 

1 

2 







(///) Diesel Locos for Indian Rail¬ 
ways 

3,39 

3,39 









f/v) Rajasthan Atomic Power 
Project (Candu Atomic 
Power Project) 

31,58 

21,77 

3.67 

2.87 

55.. 

1,03 

16 

16 

15 

15 

(v) Wind Tunnel Project 

1,85 

1,98 

18 

1 

1 

.. 

.. 


,, 

, , 

(vi) Durgapur Alloy Steel Project 
(Amco Furnace) 

87 

95 









(v/7) Indulco Expansion 

83 

83 

.. 

.. 

.. 

.. 

.. 



, . 

(v/7/) Kota Dam Hydro Electric 
Project 

3,89 

3,20 

2 

1 


2 

10 

10 

15 

15 

(ix) Development loans : 

(«) Diesel Locos for Cal¬ 
cutta Port, 1966 

97 

1,54 

1 








(b) Diesel Locos for Rail¬ 
ways, 1966 

4,86* 

4,75 




1,87 





(r) Geological’ Survey of 
India, 1967 

1,39* 



21 

21 

11 

28 

31 

55 

3 

(cl) Iddiki Hydro Electric 
Power Project, J967 

7,63 

.. 


2,86 

2,12 

39 

97 

28 

1,98 

28 

@at post-devaluation rate of exchange. 

(b) Exchange Variations. 
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{<»') Purchase of Fertiliser 
and Fertiliser Material, 


1967* 

6.94* 

6,67 

27 

5 

.. 

(/) Purchase of Industrial 
Commodity, 1967 

6,94* 

4,35 

U9 

86 

9 

{#) Non Project Develop¬ 
ment Loan,1967 

8,2?” 

6,87 

1,18 

80 

2 

(It) Non Project Nou-Com- 
moditics Loan, 1968 

14,67* 

4,60 

2,45 

2,45 

1,20 

(/) Industrial Commodities 
Credit, 1968 

10,41* 


8,95 

75 

1 

< /) Fertilizer Credit, 1968 

10,41* 

80 

5,12 

4,42 

1 

(A ) Fertilizer Credit, 1969 

5,55* 


45 

2,93 

2,62 

(/) Non Pi ojeet Non-C om* 
modity Loan, 1969 

1 5,47 


6,25 

9,34 

32 

(///) 'telecommunication Eq¬ 
uipment for P&T, 1969 

27,75 




5,24 

(;/) Non Project Commo¬ 
dities loan, 1970 

11,80 



9,29 

2,52 

{<>) Non Project Commo¬ 
dities Loan,1970 

9.02 



2,77 

6.09 

ip) Purchase of Compo¬ 
nents for D.L.W. Vara¬ 
nasi 

4,16 





v) Rajasthan Atomic Power 
Project 11 

26,72* 

4,14 

5,23 

4,60 



(a7) Oil & Natural Gas Com¬ 
mission, l c >71 (in three tran¬ 
ches CS 12 million) 

(vi'O Purchase of Commodities, 
1971 

(xiii) Purchase of Equip./Machi- 
ncry, 1971 

( xiv) Fertilizer Bulk Handling 
facility at Kamila 
(vv) Non-Project Loan, 1972 
(.vvi) Second Satehlc Earth Station 
(.vv/7) Misc. Capital Goods 
(.vWj/) Synthetic Rubber Project 
(.vi v) New Commodity Loan, 1973 
(.v.v) Fertilizer Loan, 1973 
(xxi) Tamil Nadu Electricity 
Board, 1973 

(.vvii) Non-Project Loan 
(vv/7/) Debt Rctief 


8,33* 

27,75* 

13,88* 

2,50* 

34,69* 

1 , 21 * 

3,47* 

5,20* 

13,72* 

6,94* 

2,75* 

34,69* 

1,38* 


Total 3,91,06 85,12 34,98 

V, Loans from Federal Republic of Germany : 

**(/> D.M. 660 million Rourkela 

Credit 75,50 74,57 

**(//) D. M. 68 million Credit 19,05 19,05 

**(///) First D. M. 125.1 million 

Credit 14,18 14,18 

**(!>) Second D. M, 125.1 million 

Credit 14,18 14,18 

* ! (v) D. M. 98.36 million Credit 
Rourkela Prolongation 

C redit (First) 11,16 11,16 ' .. 

*Al post-devaluation rates of exchange. 

* fr Due to revaluation of DM from 6-3-1961, the actual amount repaid 
(b) Exchange variations 


6,94 4,69 4,11 


2,34 

1,32 

74 

•• 

•• 


1,57 

1,57 

4,30 

3,05 

1,19 

1,74 

1,73 

5,41 

2,78 

7,81 


• • 


• • 

23 

6,45 

2,77 

10,88 

3,47 

11 

87 

83 

1,56 

58 

17,74 

13,88 

13,88 

3,07 

3,02 

t # 

41 

79 

42 

« , , 


70 

, # 

3,47 

, , 

m m 

2,22 

1,00 

4,20 

1,39 

2.52 

# 9 

m 9 

11,20 

, . 



5,55 

1,39 

1,39 



1,98 

77 

77 



10,41 

24,28 

17,34 



1,38 

•• 

(b)7,70 

50,72 

37,61 

48,17 

77,89 

46,21 


or to be repaid is more than the arruftiftt actually dfawn 


o« 



1 


(vi) D. M. 230 million Credit, 

1961— Rourkela Prolonga¬ 
tion Credit (Second) 

(vil) D. M. 70 million Credit, 1961 
(riii) D. M. 170 million Credit, 

1961 

( ix ) D. M. 85 million Credit, 

1962— Rourkela Prolonga¬ 
tion Credit (Third) 

(x) D. M. 100 million Credit, 

1962 

(x/) D. M. 264 million Credit, 
1964 

(xii) D. M. 400 million Credit for 
Rourkela Repayments 
(xiii) D. M. 61.4 million Credit, 
for Rourkela Refinancing 
(x/V) D. M. 40 million Credit, 1964 
(xv) D. M. 28.1 million Credit, 

1964 

(xv/) D. M. 90 million Credit, 

1965 

(xr/7) D. M. 55 million Credit, 
1965 

(at/ij) D. M. 40 million Credit, 
1965 (Selected Project I) 

(x/x) D. M. 93.6 million Credit, 
1965 (Consolidation of 
Rourkela Liabilities) 

(xx) D. M. 10 million Credit, 
1965 (Extension of Neyveli 
Mining Scheme) 

(xx/) D. M. 6.4 million Credit, 

1965 (Coal Washery, Sawang) 
(xx//) D. M. 23.5 million Credit, 

1966 (Commodities V.) 

(xx///) D. M. 7.25 million Credit, 

1966 (Telco Tool Factory) 
(xx/v) D. M. 18 million Credit, 
1966 (Indian Railway I) 

(xxv) D. M. 60 million Credit, 
1966 (Commodities VI) 

(xxv/) D. M. 12 million Credit, 

1966 (Fertilisers) 

(xxv//) D. M. 52.16 million Credit, 

1967 

(xxv///) D. M. 180 million Credit, 
1967 

(xxlx ) D. M. 28.25 million Credit, 
1967 (Indian Railways II) 
(xxx) D. M. 30 million Credit,") 

1967 I 

(xxx/) D. M. '40 million Credit, J 

1967 f 

(xxx//) D. M. 70 million Credit, 
1967 J 

(xxx///) D. M. 16 million Credit, 
1968/(Indian Railways III) 


•At post-devaluation rate of exchange. 


2 

3 

4 

5, 

6 

7 

8 

9 

10 

ii 

27,38 

27,38 









8,33 

8,33 








• • 

20,24 

20,24 








•• 

10,12 

10,12 

. . 

. . 

. . 



. , 



11,90 

11,90 

• • 





. . 

.. 

. • 

31,43 

31,43 



• • 





.. 

47,62 

53,19 

2,01 

45 

4 



. ■ 


• • 

7,31 

7,31 








4 * 

4,76 

5,40 




15 



- ‘ 

p * 

3,35 

3,35 


• • 




. . 

.. 

4 V 

10,71 

10,71 


.. 




. . 


. , 

6,55 

10,29 

•• 


•• 





. • 

4,76 

4,67 

4 

(~)12 

13 


41 

31 

94 

61 

11,14 

11,14 




3 




•• 

1,99 

1,23 

3 

8 

8 

.. 

10 

4 

6 

5 

76 

79 


9 

20 

1 

*. 


-. 

* • 

2,80 

4,21 

* • 







.. 

86 

1,03 

7 

12 

14 


0 

. • 

3 

3 

2,15 

2,81 

3 


6 

3 

13 

4 

6 

6 

7,14 

10,40 

19 


9 

32 

• • 

1 



1,43 

2,27 

•• 

•• 



• • 

* • 


.. 

10,69* 

5,25 

• • 

21 

7 

80 

2,24 

2,24 

1,62 

1,62 

33,75* 

33,61 

14 



• • 




4 * 

5,79* 

2,11 

94 

1,74 

20 

41 

16 

15 

■■ 

4 • 

26,25 

18,87 

6,50 

•• 

2,41 

•• , 

•• 



•• 

3,28* 

14 

57 

1,18 

56 

78 

4 

28 

9 

8 
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3 456 789 10 II 


(xxxiv) D. M. 17,4 million Credit, 
1968 (Neyveli Lignite Pi yect) 

3,49* 

75 

35 

78 

45 

39 

61 

40 

37 

31 

(jfjcxv) D. M. 102 million Credit for 
Commodities 

19,13* 

6,08 

12,71 

1,22 


1 




(xxxvi) D, M. 58,94 million Credit 
for Debt Rescheduling 

11,05* 

10,83 







(.vv.vv/i) D. M. 62 million (Debt Re¬ 
schedule) 

12,70* 


12,70 








(xxxviii) D. M. 39 million Credit 
(Gujarat Aromatic) 

7,99* 


2,93 

2,21 

1,23 

1,31 

26 

31 



(xxxix) D. M. 35 million Credit 
(Capital Goods) 

7,17* 




2,29 

3,43 

2,02 

1,04 

41 

41 

(*/) D. M. 99 million Credit 
(Commodities) 

20,28* 


6,22 

14,06 



(*//) D. M. 28.97 million Credit 
(Interest Rescheduling) 

5,43 

543 








(.\7i7) IX M. 101.5 million Credit 
1970 

(xliii ) D. M. 76.3 million Credit 

20,80* 

15,63* 


•• 

3,89 

15,63 

17,70 






(x/iv) D. IVT. 25 million Credit. 
1970 

5,12* 



1,04 

2,90 

1,43 

77 

41 

41 

(xlv) D. M. 30 million Credit, 
1969 (Ships) 

6,15* 



3 

33 


(xhi) D. M. 9 million Credit, 
(N.L.C.) 

1,84* 




87 

55 

21 

13 

28 

28 

( xlvii) l). M. 100 million Credit, 
1971 

(a/ mV) D. M. 71 million Credit, 
1971 

(\7/.v) D.M. 4 million Credit, 1971 

20,49* 

14,55* 

82* 


•• 


14,55 

54 

20,49 

9 


l" 

14 

7 

(/) D,M, 30 million Credit, 
1972 (Capital Goods) 

6,15* 






1,62 

1,64 

3,71 

2,05 

(«) D. M. 21,36 mil. Credit. 
1972 (M1CO Expansion) 

4,38* 






1,49 

2,50 

1,88 

70 

(Hi) D. M. 17.6 mil. Credit 1972 
(Bihar Alloy Sled Pr.) 

3,61* 





5 

1,87 

2,53 

1,03 

45 

(iv) D. M. 27.1 mil. Credit, 1972 
/Tyre Plan) 

5,55* 





10 

2,00 

2,00 

3,45 

2,90 

(Wr) IX M. 4 mil. Credit, 1972 
(Gujarat Acetate Pr.) 

82* 






25 

82 

(Iv) IX M. 80 mil. Credit, 1972 
(Commodities) 

Hi, 39'-' 





6,98 

11,89 

9,42 



(hi) IX M. 30 mil. Credit, 1972 
(Capital Goods) 

6,15* 





80 

1,50 

41 

4,94 

1,64 

(Ivii) D. M. 98 mil. Credit, Debt 
Relief 

24.18* 





24,18 


(hiii) IX M. 12 million Credit, 1971 
(Travancorc Cochin) 

2,46* 






51 

1,95 

1,46 

(tix) D. M. 10.9 million Ramon 
and Demm 

2,23* 







22 

2,01 

1,67 

(/ y) D. M. 10 million Gujarat 
Caustic Soda 

2,05* 







61 

1,44 

1,03 

(Ixi) D. M. 577 million Telco T’x- 
pansion 

11,82* 








11,82 

2,36 

( Mi) IX M. 12 million MISL 

2,46* 

9 ( 


,, 





2,46 

62 

(ixiii) D. M. 100 million Com¬ 
modity Loan 

20,49* 







6,15 

14,34 

14,34 

(Ixiv) I>. M. 20 million Capital 
Loan 

4,10* 







4,10 

82 

(/at) D. M, 98 million Debt Re¬ 
lief, 1973 and D. M. 20 mil¬ 
lion liquidity assistance 

24,18* 







24,18 

Total 7,46,22 4,48,78 

50,86 

41,57 

42,65 

64,14 

28,61 

56,78 

(b)19,90 

57,54 53,87 


♦At post-devaluation rates of exchange, 
(b) Exchange variations. 







1 


3 


VI.—Loans from Japan : 

(/) First Yen Credit 
(if) Second Yen Credit 
(in) Third Yen Credit 
(/>) Fourth Yen Credit 

(v) Fifth Yen Credit 

(vi) Sixth Yen Credit 

(vii) Seventh Yen Credit 
(viii) Eigth Yen Credit 

(ix) Ninth Yen Credit 

(x) Food Aid 

(xi) Vizag Outer Harbour 

(xii) Tenth Yen Credit 

(xiii) Deep Sea Oil Exploration 

(xiv) Eleventh Yen Credit 

(xv) Twelfth Yen Credit 

(xvi) Thirteenth Yen Credit 
Debt Relief 


21,93 21,93 

45,24 45,12 

30,95 29,42 

28,57 33,08 

28,57 28,51 12,71 

32,11* 31,4f 
29,40* 23,90 5,05 

21,30* .. 13,20 

19,22* 

5,29* 5,29 

5,25* 

19,04* 

10,99* 

64,10* 

27,56* 

37,55* 

31,20* 


Total 4,58,27 2,18,6 6 30,96 

‘VII.—Loans from Switzerland : 

(0 Credit for Third Plan 22,88 18,26 2,02 

(//) Development Loan, 1973 for 

SF 35 million 6,43* 

(Hi) Third swiss credit for 1973 

for SF 55 million 10,10* 


Total 39,41 18,26 2,02 

VIII.—Loans from Czechoslovakia : 

(0 First Credit for Third Plan 23,10 23,65 2,24 

(//) Second Credit foi Third Plan 40,00 25,22 5,94 

Total 63,10 48,87 8,18 


IX. —Loans from Yugoslavia : 

(/) First Credit 
(//> Second Credit 

Total 

X. —Loans from Poland : 

(/) First Credit 14,30 13,93 12 

(/i) Second Credit 15,50 1,35 23 

(iii) Third Credit 10,50 6 3,82 

Total 40,30 15,34 4,17 

XI. —Loans from Austria : 

(f) First Credit 
(/»') Second Credit 

(iii) Third Credit 

(iv) Fourth Credit 

(v) Fifth Credit 
(v/> Sixth Credit 


2,38 2,26 8 

1,83 2,00 1 

1,90 2,08 I 

1,90 2,89 

3,52 2,69 64 

1,92 1,08 73 


21,43 

15,83 

27 

60,00* 

8 

10 

81,43 

15,91 

37 


*At post devaluation rates of exchange, 
(b) Exchange variations 
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1,48 " ;; 

7,60 24 " " ” 

8,30 8,59 1,48 4 7 

ii 1,69 13 1,89 1,36 1,96 98 

7,53 9,11 3.70 1,71 86 68 

8 24 i tfi 

!’ 19,40 22,66 29,28 15,90 10,79 

. 21,00 6,90 20,66 15,05 

. 37,55 10,83 

.31,20 

(b) 16,95 

17,49 26,29 30J2 49337 73,35 76,75 55,28 


2,91 2,12 1,56 2,62 1,35 1,34 1,34 

. 6,43 91 

. 10,10 

_(h)__ 89 

2,91 2,12 1,56 2,62 1,35 17,87 3,14* 


12 . 

1,22 1,40 6,71 7,12 6,82 1,25 11,12 

1,34 1,40 6,71 7,12 6,82 15,25 11,12 


30 


30 


26 

25 

7 

39 

63 

1,51 

65 

I 

2 

8 

90 

58 

21,87 

1,00 

2,52 

2,15 

40 

• • 

4 

30 

5 

2,79 

2,42 

55 

1,29 

1,25 

23,68 

1,70 


11 


,, 

,, 

, , 

, , 


3 



,. 

, , 

, , 


12 

8 

i 

i 

1 

J 


f 4 

2 

,. 

4 

, , 

4 


12 

J 

4 

.. 

. . 

2 
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I ASTERN M'ONUMIST 


* * 


* " 


* * 

7 

1,70 

30 

15 

(b)6 

2,28 

U >0 

77 

1,75 

5 

1,78 

37 

21 

2.28 

1,60 

77 

175 


1,78 

37 

21 

6,86 

12.28 

6,24 

7,49 

• • 

• • 

•. 

.. 




2.68 

7,27 

11,41 

•• 

•• 




•• 

•• 

6,42 

7,67 

7,67 
(b) 710 

6,86 

12,28 

6,24 

10,17 

7,27 

17,83 

7,67 

14,77 


9 

12 

9 # 




, , 

, . 

27 

1,12 

1,34 

78 

. . 

10 

35 

10 

89 

19 

7 


, , 

. . 

. , 

. . 


19 

7 

9 

1,15 

1,39 

2,52 

• 2,50 








(b) 83 

1,25 

1,43 

1,41 

87 

1,15 

1,49 

2,87 

3,43 


6 

. , 

. , 

. . 

, . 

.. 

. . 

. . 

48 

62 

39 

42 

35 

11 

. , 

. . 

19 

67 

3,61 

41 

14 

21 

. . 

, . 

19 

2,59 

2,44 

29 

10 

27 

• i 

. . 

,. 

. . 

2,00 

2,34 

3,63 

3,22 

10,55 

5,80 



•• 

•• 

2,18 

2,18 

23,19 

7,25 







10,15 

(6)306 

92 

3,88 

8,44 

3,46 

6,40 

5,99 

43,89 

16,11 
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The 

first 

auto ancillaiy 
plant in 

MALAYSIA 


A PROUD 
TESTIMONIAL 
TO A JOINT 
EFFORT BETWEEN 
TWO DEVELOPING 
NATIONS 


India Pistons, a pioneer 
piston assembly manu¬ 
facturer in India has 

L oined hands with 
Malaysian interests to 
start a new manufact¬ 
uring venture- MALAY¬ 
SIA PISTONS SDN, 
BHD. The plant which 
is now under construc¬ 
tion at the Senawang 


industrial estate in the 
State of Negri Sembilan 
will shortly commence 
manufacture of Pistons 
and Cylinder liners to 
meet the fast expanding 
needs of the automobile 
industry in Malaysia. 

INDIA PISTONS LIMITED 


Madras 600 011 
INDIA 


io* 


It is significant that two 
developing nations have 
joined hands in commu¬ 
nicating know-how 
which will eventually 
make Malaysia self • 
sufficient foi this vital 
rangeotauto anoilanes. 

MALAYSIA PISTONS SON.BHO. 

falon Suiaiman Kuala Lumpur 
MALAYSIA 


has fresh 
Indian 
knowhow 



ip m 
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When we accept 
Wa challenge, our 
generation must forgo something. 

This is a time when each one 
of us has to make a sacrifice 
for the sake of A 
a better future. 


INDIANOIL 




Indianoil has assumed a dual role- 
as a pace setter for economy and 
austerity and as a torch bearer in 
fulfilling social objectives. 

INDIAN OIL CORPORATION LIMITED 




AtfMMWfejeC"**! 


LASTI.RN f.CONOMJSr 


534 


MARCH 8,1574 



2 


3 


8 


10 11 


Lou from Bahrain 


XVIII.—Lous from Italy : 

) (/) Italian Fertilizer Credit 1,50 1,46 

(li) First Italian Debt Relief, 1969 4,13* .. .. 4,13 


(Hi) Second Italian Debt Relief, 
1969 

( iv ) Third Italian Debt Relief 

(v) Debt Relief, 1973 

Total 

(IX.—Loans from Belgium : 

(!) First Belgian Credit 
(//) Second Belgian Credit 
(til) Third Belgian Credit 

(iv) Fourth Belgian Credit 

(v) Fifth Belgian Credit 
(ri) Sixth Belgian Credit 
(v/i) Debt Relief 

(>7/7) Seventh Credit 
(lx) Debt Relief 


Total 


XX.- Loans from France : 

(/) *17 million Credit, 1966 
(i7) F.F. 150 million Credit, 1968 
(Hi) F.F. 25 million Credit, 1968 
(Debt Relief) 

(iv) F.F. 125 million Credit, 1969 

(v) F.F. 27.7 million Credit, 1970 
(Debt Relief) 

(vi) F.F. 27.7 million Credit, 1970 
(Debt Relief) 

(v/i) F.F. 125 million Credit, 1970 
(viii) F.F. 130 million Credit, 1971 
(i.x) F.F. 150 million Credit, 1971 
(,v) F.F. 27.7 million Credit, 1971 
(Debt Relief) 

(xi) F.F. 150 million Credit 1972 
(.v/i) F.F. 35 million. Credit, 1972 
(xiii) Debt Relief, 1972-73 
(ijfv) Debt Relief, 1973-74 
(FF. 147.29 million) 

(*v) Atomic Energy Credit, 1973 
(FF 56 million) 

(xvi) FF 180 million Credit, 1973 


Total 


*At post-devaluation rates of exchange, 
(b) Exchange variations 

srociAt. btjdOft number 


5.51* . 5,51 


5,51* 

, , 

, , 



5,51 





4,20 


*• 


•• 

•* 



4,20 

* . 

20,85 

1,46 


4,13 


11,02 


3 

4,20 

. . 

90* 

90 









1,88* 

1,79 

9 


61 






1,88* 

83 

1,03 

1 

81 






2,25* 

.. 

1,12 

79 

34 



2 



2,63* 

., 

. . 

1,77 

U2 

4 





3,00* 


. . 

,. 

4 

Ml 

35 

43 



1,13* 

.. 

. , 



1,13 





2,25* 

1,12* 




-* 

10 


58 

1,12 

1,57 

1,57 










(b) 52 

17,04 

3,52 

2,24 

2,57 

2,88 

2,38 

35 

2,15 

1,57 

2.09 

12,75* 

9,94 

1,16 

50 

56 

2 

37 




20,25* 

4 

4,95 

6,86 

5,55 

1,87 

1,63 

1,03 

1,24 

94 

3,75* 

2,84 

94 




■ t 




16,88* 

•• 

1,09 

1,09 

6,41 

1,88 

1,35 

1,35 

1,77 

1,62 

3,74* 



3,74 

• • 


. • 

.. 

. . 

• « 

3,74* 



3,74 

.. 






16,88 



.. 

6,76 

1,86 

2,70 

5,46 

54 

54 

17,55* 




8,11 

4,83 

2,19 

1,32 

5,34 

4.05 

20,25* 



•• 

93 

9,87 

4,73 

5,14 

12,41 

3,19 

3,74* 




3,74 






20,25* 





4,40 

9,45 

9,49 

6,36 

3,24 

4,73* 



.. 

.. 

20 

2,70 

40 

4,13 

1,62 

4,49* 



•• 

*• 

4,49 

•• 


« . 


6,36* 




• • 


• • 

6,36 

. , 


7,56* 



,, 

, # 

» » 

.. 

29 

7,27 

1,76 

24,30* 




.. 

• . 

.. 

5,93 

18,37 

6,75 









(b) 9,45 

1,87,22 

12,82 

8,14 

15,93 

32,07 

29,42 

25,12 

36,77 

57,43 

33,16 
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XXI. - Loan from Hungary 

XXII. Loan from Bulgaria 

XX111. l.oan from the Government of 
Qatar 

XXIV. Loan from Romania 

XXV. --Loan from Norway 

XXVL-- I.B.R.D. l oans 


12,50 2,14 


-INTERNATIONAL AGENCIES 


(i) Agricultural Machinery Project 

Loan 

3,43 

3,43 







Ui) Railway Project l oan 1 

15,62 

15,62 







(/'//) Railway Project 1 oan H 

42,86 

42,86 







C/r) Railway Piojecl Loan III 

40,48 

40,48 






t» 

(i) Railway Project Loan IV 

23,81 

23,81 







(\i) Railway Projccl Loan V 

33,33 

33,33 







(w/) Railway Piojecl Loan VI 

23,81 

23,81 






i ■ 

(mi) D.VC 1 

7,% 

7,96 






* t 

(a) D.V.C. II 

5,00 

5,00 





. . 

.. 

<\> l).V( III 

10,48 

10,48 


* , 


. . 



(v) Koyna Piojecl Loan(l ; irst 

Stage) 

8,V0 

8,90 

.. 

. . 


. . 

.. 


(a//) Coal 1 ndiistiy 

13,71 

13,71 




. . 

t 

. . 

(a// 7) Power Transmission 

43,50* 

21,09 

7,80 

8,44 


. . 



{.\#r) Kothagudem Power Project II 

6,67 

7,62 

1,04 

64 

2 


., 

. , 

(vt) Third Telecommunication 

20,63* 



.. 

9,81 

9,32 

32 

1,51 

( xv'i ) Tarai Seed 

9,75* 


• * 

1,55 

35 

39 

3,75 

37 

Total 3.09,94 2,58,24 

8,84 

20,63 

10,18 

9,71 

4,07 

1,88 


(b) 26 

1,88 7,09 3,26 


XXVII. I.D. A. Credits : 

(f> Roads Project 
(it ) IJ.P. Tubewell Project 
(ui) Slietiun|i Irrigation Project 
I/) > Salundi Itrigalion Project 
(i>) Punjab Drainage Project 
(wj D.V.CIV 
( vii ) Sone Irrigation Project 
(»’/;/> Purno Iirigation Proicct 
(/.»•) Kovna Pioicct (Second Stage) 
(\) Bombay Port Piojecl 


(a7) Telecommunications Project I 

19,90 

19,70 





(a//) Railway Project Loan VII 

32,14 

32,14 





(.v/77) Kolluigiidcm Power Project 

9,52 

11,31 


, , 


, * 

(.v/'v) Indiistnal Impoils 1 

42,86 

42,86 


. . 



( \t) Telecommunications Project 11 

15,71 

18,50 





(at/) Railway Project Loan VIII 

29,52 

29,52 





(xvii) Industrial tin polls 11 

47,62- 

67,37 





( Beas Project 

17,25* 

7,29 

1,53 

1,43 

90 

3,65 

L\/.\) Railway Piojecl l oan IX 

51,00* 

51.00 





( v vi Industrial Impoi ts III 1 

.12,50* 

1,12,50 




. , 

( \ai) Industrial Imports IV 

48,75-' 

48,75 


# , 



(a.v/7) Industrial Imports V 

93,75* 

21,60 

72, i 5 



, . 

{wiii) Third Telecommunications 

20,62* 

, , 

4,53 

7,52 

7,32 

1,26 

< \ ym’I Railways X 

41,25* 


3,53 

17,71 

20,23 


(\\i) kadana 

26,25* 


at • • 

83 

2,84 

5,10 

( v.\w) Industrial Imports VI 

56,25* 

,. 

. , 

15,29 

41,04 

» . 


*At post devaluation rale of exchange, 
(b) I’xehange variations. 
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I 

2 

3 4 5 

6 

7 

8 

9 

10 

11 

(xxril) Oujarat Agricultural Project 

26,25* 


1,50 

18,58 

6,75 

3,75 

2,42 

2,42 

(xxviii) Punjab Agricultural Project 

20,62* 

. . 

.. 


. . 

75 

19,87 

1.50 

(xxix) Andhra Pradesh Agricultural 

Project 

18,30* 

. . 

83 

7 > 24 - 

6,00 

3,75. 

. J>j80 . 

.. 6,0.0 

(xxx) Agricultural Aviation 
(xxxi) Telecommunications Project 

4,50* 




1,50 

• • 

4,50 

2,25 

IV 

58,50* 

. . 


5,33 

37,50 

30,00 

23,17 

22,50 

(xxxii) Power Transmission II 

56,25* 

. . 

2 

22,50 

15,00 

• 41.23-» 

41,23 

22,50 

( xxxiii ) Haryana Agricultural Project 
(xxxiv) Tamil Nadu Agricultural 

18.75* 

■ * 


3,38 

1,50 

J,50 

13,87 

7,50 

Project 

26,25* 

. . 

3,51 

7,50 

7.50 

15,24 

15,24 

7,50 

(xv.w) Cochin II Fertiliser Project 

15,00* 

. . 

25 

47 

6,00 

6,00 

8,28 

7,50 

(xxxvi) Wheal Storage 

3,75* 

a # « , • • 



3,00 

75 

3,00 

2,25 

(xxxvii) Pochampad Irrigation 

29,25* 



106,6 

7,50 

7,50 

11,09 

7,50 

(xxxviii) Railways XI 

56,25* 

mm • • * * 

4,58 

24,60 

24,00 

27,10 


. 

(xxxix) Mysore Agricultural Project 

30,00* 

• • * * * * 


2.54 

7,50 

7,50 

19,96 

7,50 

(xl) Gorakhpur Fertiliser Expan- 

sion 

7,50 

. . 


47 

3,38 

3,38 

3,65 

3,65 

(xli) Maharashtra Agricultural 

Credit Project 

22,50* 

. . 


3,46 

3,75 

6,00 

13,04 

6,00 

(.v//7) Bihar Agriculture Project 

10.50* 




1,50 


10,50 

1,50 

(xliii) Population Project 

15,90* 




3,75 

1,50 

14,40 

3,75 

(xliv) Shipping Project 

62,25* 



11,42 

38,83 

38,83 

12,00 

12,00 

(xlv) Industrial Imports VII 

56,25* 

► • * • • • 


34,60 

22,50 

21,65 

, , 

. . 

(xlvi) Education Project 

9,00* 

• f * * * • 


.. 

1,50 

. , 

9,00 

1,50 

(xlvii) I.B.l.l. 

18,75* 

» • • • • « 


.. 

3,75 

. . 

18,75 

3,75 

( xvliii ) Nangal Fertilizer 

43,50* 

• a 



3,75 

3,75 

39,75 

11,25 

ixlix) Third Power Transmission 

Project 1 

( xlx ) Mysore Agr Wholesale 

63,75* 

. 


* * 

* • 

• ■ 

63,75 

6,50 

Market 

6,00 

. . 

• • 



. , 

6,00 

. . 

(xlxi) Bombay Water Supply and 

Sewage 

41,25* 

. . 



. . 

7,50 

33,75 

7,50 

(xlxii) Madhya Pradesh Agr. Project 

24,75* 

. . 

• • 


. . 

3,75 

21,00 

6,00 

(xlxiii) U.P. Agricultural Project 

28,50* 

. . 




3,00 

25,50 

7,50 

(xlxiv) Fifth Telecommunication 

Project 

60,00* 

. . 

* . 

.. 

. . 

, . 

60,00 

7,50 

(xlxv) Eight Industrial Credit 

75,00* 

,. 

. . 


, , 

45,00 

30,00 

30,00 

(xlxvi) Calcutta Urban Development 

Project 

26,25* 

. . 

. . 

.. 

. , 

1,50 

24,75 

7,50 

( xlxvii ) Railway Project 

60,00* 

. . 

. . 


. , 

12,00 

48,00 

26,25 

(xixviil) H.P. Apple Project (Us * 13 

million) 

9,75 

. . 


.. 

. . 

. . 

9,75 

1,43 

(xlxix) Bihar Agricultural Project 

Us 132 million) 

24,00 

• • • • • • 


" * 

* * 

* * 

24,00 

( 

3 75 
(6)29,27 

Total 

17,72,48 

5,47,92 84,92 44,74 

79,52 

1,36,29 

2,22,36 

2,68,91 

6,47,00 

2,80,50 

XXVin.—New Credits 

•• 

. 



1,88,00 

•• 


2,20,00 

Grand Total 103,12,11 57,22,53 6,26,43 6,10,90 

6,34,50 

5,41,31 

6,61,80 

7,12,24 15,00,00 8,49,79 


*At post-devaluation rates of exchange. 
• (b) Exchange variations. 
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II. Statement of Repayments 


(In lakhs of Rupees) 

Actuals, Actuals, Actuals, Actuals, Actuals, Actuals, Actuals, Actuals, Budget Revised, Budget 
Details of Loans upto from from 1966-67 1969-70 1970-71 1971-72 1972-73 1973-74 1973-74 1974-75 

1955-56 1956-57 1961-62 to 

to to 1968-69 , 

1960-61 1965-66 • 

3 4 5 6~"~ 7 8 9 10 11 12 


A. —COUNTRIES 

-Loans from I'.S.A. : 


O') Amencan Wheal Loan 

1,63 

, , 



., 

.. 

5,00 

5,12 

5,12 

5,25 

(//) Development Assistance 










' 

Loans 

7 

90 

2,20 

98 

uo 

1,23 

1,36 

1,51 

1,51 


(///) D.I..F'./A.LD. I oans 

5,14 

42,15 

56,17 

19,30 

I9J9 

18,39 

24,79 

33,74 

2,51,87 

22,95 

(iv) Asian Economic Deve- 











lopment Fund 1 oan 


48 

2,06 

90 

90 

1,20 

1,20 

1,20 

1.20 

., 

(»•) P.L.. 480 Rppee Loans 

. . 

48 

4,13 

3,11 

4,22 

5,33 

6,76 

7,65 15,25,40 

,. 

(iv‘) Commodity Credit 











(Corporation 



.. 






3,91 


(r/7) U.S. h\porhhnport Bank Loans : 











(a) First Loan 


17,85 

33,75 

11,25 

11,25 

11,25 

11,25 

5,63 

5,63 


(/>) Second Loan 

, . 


11,25 

3,75 

3,75 

3,75 

3,75 

3,75 

3,75 

3,75 

(r) "t hird 1 oan 

. . 

99 

4,40 

1,56 

1.56 

1.57 

1,56 

1.56 

1,56 

1,56 

(d) Fourth Loan 



3,12 

1,56 

1.56 

1,57 

1,56 

1,56 

1,56 

1,56 

(<•) Fifth Loan 






1,25 

1,25 

1,2* 

1,25 

1,25 

(/■) Sixth 1 oan 

. , 





56 

1,01 

1,01 

1,01 

1.01 

(g) Credit for Diesel 











Loco Woiks. Vara- 











nasi (1 Tranche) 



3,35 

1.19 

1,19 

1,19 

1,19 

1,19 

1,19 

1,19 

(/») Credit for Diesel 











Loco Works, Vara- 











nasi (11 Tranche) 



M. ‘> 59 

1,06 

1,06 

,06 

1,06 

1,06 

1,06 

1,06 

(/) Credit for Diesel 



m 








Loco Works, Vara- 











nasi (IIITranche) 



96 

96 

96 

96 

95 

96 

96 

96 

( /) Loans lo Air India: 











First Loan 


1.48 

82 

,. 

,, 

,. 

.. 

.. ' 

,, 

.. 

Second Loan 

, . 

2,27 

2,87 

51 

., 

.. 

.. 

.. 

.. 

., 











(b) 3,51 

Total 

6,84 

66,60 

1,28,89 

46,13 

46,74 

49,31 

62,69 

67,18 

18,06,98 

44,05 

11. -LoaiVifromU.S.S.R. : 











(/) Bhilai Loan 

16,73 

26,98 

27,05 

•4,70 

1,32 

5 


,, 

. f 


(//) Industrial Enterprises 


3,44 

22,52 

5,82 

7,15 

5,40 

6,08 

6,08 

6,08 

6,08 

Uii) Drugs Credit 


5 

564 

.4,10 

2,26 


2,12 

,. 


(a) 

(/»’) Barauni Credit 

. . 

90 

460 

1,56 

1,54 

1,55 

1,55 

1,55 

1,55 

1,56 

(r) 337.5 million Roubles 











Credit 

. . 

5,36 

39,13 

18,02 

21,88 

16,78 

20,01 

20,01 

20,08 

19,72 

( vi) 112.5 million Roubles 











( redil 


1 

6,82 

4,45 

5,85 

3,92 

5,07 

5,18 

5,15 

5,17 

(r/7) BokuroCiedii 



1,56 

•4,98 

18,02 

2,85 

12,79 

13,40 

13,24 

13,54 

( 17 / 7 ) 300 million Roubles 











Credit 



* 

1,12 

2,26 

8 

1,24 

1,45 

1,27 

1.27 

Total 

16,73 

36,74 

. t j)7,32 

44,75 

60,28 

30,63 

48,86 

47,67 

47,37 

47,34 

Ill. U.K.Credits: 











Ut) U.K. Government Loans : 



• — 

- 







(/) Durgapur Credit 

. , 

. 

22,49 

•6,75 

.. 

. . 


. . 

. . 

, . 

(//) Second E.C.G.D. Credit 

. , 

8,45 

48,53 

2,28 

2,28 

2,28 

2,27 

2,28 

2,28 

2,28 

(iii) U.K, India (Oil Pipe 











Linc)Cicdit 


2,66 

2,10 



• 9 

• • 

• a 

* • 

. • 


b. Exchange variations @ in thousands only 
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A move towards the betler- 


Gould G.EC. help? 
With technology 
and resources. 


The march forward points to a single 
all-round benefit—the well-being of every man, 
woman and child in India. And the march forward 
is heading towards development and self-sufficiency 
in industry, power and agriculture. The country 
is loaded with untapped resources yet to be 
exploited—for instance, millions of tonnes of steel 
are still to be produced, megawatts of power yet 
to be generated, a countrywide growth plan for 
small-scale industries is m blue-print and thousands 
of acres of waste land have yet to be irrigated. 

But how can G.E.C. help here ? 

Quite simple really. Because G.E.C. 
has not only an enviable past record of vital 
involvement in many of the nation's development 
projects, but it also has on tap international 
G.E.C. know-how, the expertise, the latest 
equipment and vast resources. 

In other words, G.E.C. is ready now 
with its technology and resources to take the load 
of India's march towards a better tomorrow. Today. 



THE GENERAL ELECTRIC COMPANY OF INDIA LIMITED 
trade mark permitted user- 

TME GENERAL ELECTRIC COMPANY OF INDIA LIMITED 


CEFC* 1 










took a batter pula# 
of tha market when 
it entered into lone term contracta with tha 
suppliers of non-ferrous metals, wall In 
advance. Today when the world-wide scar¬ 
city of these commodities has taken most of 
the consumers in the world by surprise, the 
Corporation is supplying these commodities 
to the consumer Industry In the country, 
regularly and at competitive rates, despite 
the soaring rise in price. 

We calculate our moves much ahead of time. 


THE MINERALS & METALS 
TRADING CORPORATION 
OF INDIA LIMITED 

EXPRESS BUILDING, BAHADURSHAH 
ZAFFAR MARS, NEW DELHI-11(001 


4- 

l 


Microfilm Edition of Eastern Economist 

EASTERN ECONOMIST, for the benefit of its readers, both at 
home and abroad, has made arrangements with University Microfilms 
of Ann Arbor, Michigan, USA, for the latter undertaking the reproduc¬ 
tion of Eastern Economist on microfilm and through xerographic 
copies. 

This arrangement covers for the present back issues of Eastern 
Economist starting from January 1971. The question of including Issues 
from earlier years in this arrangement is under consideration. 

University Microfilms will be sending the relevant literature to 
prospective microfilm subscribers. It is believed that this service 
will be of particular Interest and value to libraries, business houses, 
firms, government offices and other institutions which may find it useful 
to maintain files of Eastern Economist for record and reference. 

Prospective microfilm subscribers may address their enquiries to: 
Serial Publications University Microfilms, 300 North Zeeb Road, Ann 
Arbor, Michigan 48106, USA. *' 
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1 


2 


3 


4 


(7v) U K. India (General) 

Credit, 1959 

(v) First U.K. India (General) 

> Credit, IWO 

(i7) Second U.K. India 
(General) Credit, 1960 
(r/7) First U.K. India 

(General) Credit, 1961 
{viii) First U.K. India (Five 
Year Plan) Credit, 1961 
iix) Second U.K. India 
4 (General) Credit, 1961 

(.v) First U.K. India 

(General) Credit, 1962 

ixi) U.K. India (Durgapur 
Extension) Credit, 1962 
Ixii) Second U.K. India 
(General) Credit, 1962 
(xiii) U.K. India (Five Year 
Plan) Credit, 1962 
(v/r) U.K. India (Steel) Credit, 

1963 

(\t) First U.K. India 

(General) Credit, 1963 
(ah') Second U.K. India 
(General) Credit, 1963 
(Kipping Loan 1) 

(xvii) General Credit, 1964 
(a viii) U.K. India (Bhopal) 

Credit, 1964 

(xix) First Five Year Plan 
Credit, 1964 

(aw) 2nd General Credit, 1964 
(aw/) 2nd Bhopal Credit, 1964 
(aw/7) 2nd Five Year Plan 
Credit, 1964 

(\xiii ) 3rd Live Year Plan 
Credit, 1964 

(aw /V) 4th Five Year Plan 
Credit, 1964 

(.vat) 5th Five Year Plan 
Credit, 1964 

(awt/) 6 th Fi\c Year Plan 
Credit, 1964 

(awt/7) Third U.K. General 

Credit, 1%4(Kipping II) 

{xxviii) U.K* General Credit, 1965 
(xxix) U.K. Five Year Plan 
Credit, 1965 

(.yaw) 2nd U.K. General Credit 

1965 

(xxxi) UK General Purpose 
Credit, 1965 

(.v.vv/7) Non-Project Loan 
(lllrd Kipping) 1965 
(xxxiii) First Bhopal Credit, 1966 
(AYY/r) Sindri Loan, 1966 
(xv.vr) Non-Project Loan, 

1966 (IVth Kipping) 

(xxxiv) Second Bhopal Credit, 1966 .. 
(.y.vat/7) General Purpoase Loan, 

1966 

(xxxviii) Food Emergency Loan, 1966.. 
(xxxix) 2nd Non*-Project Credit, , 
1966 

SPECIAL BUDGET NUMBER 


5 

6 

7 

8 

9 

10 

11 

12 

11,52 

3,79 

1,52 

1,52 

1,53 

1,52 

1,52 

1,52 

6,04 

1,99 

1.99 

80 

79 

80 

80 

80 

1,60 

60 

60 

60 

6 ! 

60 

60 

60 

2,74 

90 

90 

90 

90 

90 

90 

90 

2,92 

2,92 

2/>2 

2,92 

2,92 


2 92 

2,92 

49 

49 

49 

49 

49 

49 

49 

49 


97 

97 

97 

97 

97 

97 

97 


2,14 

2.14 

2,14 

2,16 

2,14 

2,14 

2,14 


24 

49 

49 

49 

49 

49 

49 


63 

1,27 

1,27 

1,26 

1,27 

1,27 

1,27 




34 

34 

34 

34 

34 



49 

97 

97 

97 

97 

97 



19 

39 

39 

39 

39 

39 




49 

49 

49 

49 

48 




25 

25 

25 

25 

25 




49 

49 

49 

49 

49 



, 

97 

97 

97 

97 

97 




10 

20 

19 

19 

19 

• 



7 

14 

14 

14 

14 




8 

14 

15 

15 

15 




*i 

11 

10 

10 

10 




6 

11 

12 

12 

12 




16 

32 

32 

32 

32 




19 

39 

39 

39 

39 




24 

49 

48 

48 

48 




-> 

4 

5 

5 

5 





49 

49 

49 

49 





50 

1,00 

1,00 

1,00 






40 

40 

40 

.. 


,. 


,. 

24 

24 

48 

•• 





1 

1 

2 

.. 


.. 



20 

20 

40 





•• 

15 

. 15 

30 

.. 





50 

50 

100 


•• 




37 

37 

75 

• 9 

•• 

•• 

•• 


•• 


1,35 

539 
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(*/) Non-Projcct-Credit, 1967 
(x/i) Debt Refinancing Credit 
General Purpose, l%7 


(c) Barclays Bank 

. 57 57 

57 

58 

57 

57 

Total 

.. 29,25 68,43 24,27 16,82 

19,82 

21,80 

24,15 

24,15 


57 

lb) 1,24 


IV.—Loans from Canada : 

(i) Wheat Loan 1 

(ii) Wheat Loan 11 

(Hi) Diesel Locos for Indian 
Railways 

iiv) Indalco Expansion 
(y) Rana Pralap Sagar 
Hydro Filcctric Project 
(W) Rajasthan Atomic Power 
Project (Candu Atomic 
Power Project) 

(vii) Wind Tunnel Project 
(viii) Durgapur Alloy Steel 
Project (Arnco Furnace) 
(ix) Kota Dam Hydro 
Electric Project 
(v) Rajasthan Atomic 

Power Station (Phase II) 


V.* -Loans from Federal Republic of Germany : 

*(/) D.M.600 million Rourkcki 

Credit .. 5,58 

*(ii) D.M. 168 million C redit 
*(w) First D.M. 125.1 million 
Credit 

!S (/v> Second D.M. 125.1 million 
Credit 

*(v) D.M. 98.36 million Credit, 

1961 - - -Rourkcla Prolonga¬ 
tion Credit (First) 

(rO D. M. 230 million Credit, 

1961— -Rourkcla Prolonga¬ 
tion Credit (Second) 

(v/71 D.M. 100 million Credit, 

1961 

(viii) D.M. 85 million Credit, 

1962- Rourkcla Prolonga¬ 
tion Credit (Third) 

(ix) D.M. 100 million Credit, 

1962 

(a) D.M. 61.4 million Credit 

(for Rourkcla Refinancing) .. 

(a- 2 ) D.M. 90 million Credit, 1965 .. 

(xii) D.M. 93.6 million Credit, 

1965 (Consolidation of 
Rourkcla Liabilities) 

(vjYi)DM. 170 million Credit, 

1936. 

(vn>) D M. 107 million Credit, 

1963 

♦Due to revaluation of DM from 6-3-1961, the 

(b) Exchange variations. 


86 




21 

43 

43 

* * \ 

43 

29 

U 

M 

ii 

11 

11 

11 

11 

36 

36 

36 

36 

36 

36 

36 

36 


1,04 


1,07 

1,28 

2,44 

2,44 

25 

2,44 



*12 

25 

25 

25 

25 

4 

8 

8 

8 

8 

8 

8 

8 


12 

25 

25 

25 

25 

25 

25 


9,53 1,55 1,71 


92 2,12 2,54 


U1 
(b) 88 

3,92 5,91 


3,64 

1,50 

1,64 

1,64 

1,64 

1,64 

1,64 

1,64 

5,00 

1,65 

1,72 

1,72 

1,72 

1,72 

1,72 

1.72 

7,05 

2,35 

2,56 

2,56 

2,56 

2,56 

2.56 

' 2,56 


,69 

13.21 

1,86 

3,48 

4,10 

4,10 

4,10 

4,10 

. , 

90 

6,53 

94 

94 

96 

96 

96 

96 

96 


6,75 

1,57 

1,64 

1,64 

1,64 

1,64 

1,64 

1,84 


• • 

1,45 

1,52 

1,52 

1,52 

1,52 

1,52 

1,52 

67 

2,56 

1,34 

1,40 

1,40 

1,40 

1,40 

1,40 

1,40 

3,17 

1.10 

1,15 

1,15 

1,15 

1,15 

1,15 

1,15 

35 

3,50 

1,15 

1,20 

1,20 

1,20 

1,20 

1,20 

1,20 

•• 

2,25 

2,46 

2,46 

2,46 

2,46 

2,46 

2,46 

2,46 

• # 

2,00 

2,10 

2,19 

2,19 

2,19 

2,19 ■ 

2,19 

2,19 


actual amount repaid or to be repaid is morethan the amount actually drawn. 
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II 


(Arr) D.M. 3% million Credit. 

1963 . 4,05 5.18 5,41 5 41 5.41 5.41 5,41 5,41 

(at;) D.M. 4 million Credit, 1963 .. .. .. .. 5 5 6 5 5 5 5 

(xvii) D.M. 82 million Credit .. .. .. .. .. 65 1,20 1,29 1.29 1,29 1,29 

(,vv/7;) D.M. 40 million Credit 

(Specialised Project 1) .. .. .. .. .. 15 30 40 51 51 51 

(.«V) D.M. 40 million, 1964 .. .. .. .. 23 45 46 46 46 

(*.v) D.M. 28.1 million, 1964 .. .. .. 4 9 9 9 9 

(xxi) D.M. 74 million, 1963 .. .. .. .. .. 1,18 1,18 1.18 1,18 1,18 

(xxii) D.M. 55 million Credit, 1965.. .. .. .. 63 63 63 63 

D.M. 6.4 million Credit, 

1965 .. .. .. .. . 4 7 6 6 

4 (xxiv) D.M. 52.16 million Credit, 

1967 . . 18 19 19 61 

/xxv) D.M. 58.64million Credit, 

1969 . 80 .1,60 1,60 ,1,60 

(xxvi) D.M. 62 million Credit, 1969.. .. .. .. .. ,. 85 1.69 1,69 1.69 

(xxvii) D.M. 76.3 million Credit, 

1970 .1,04 (jl .04 2,08 

(xxviii) D.M. 23.5 million Credit, 

1965 26 26 26 

(.v i ) D.M. 12 million Credit, 1961.. .. .. .. .. .. .. .. .. 7 14 

( ata) D.M. 10 million Credit, 1965.. .. .. .. .. 6 II II II 

(xxxi) D.M. 60 million Credit, 1965.. .. .. .. .. .. 66 66 67 

< (v.va. 7/) D.M. 18 million Credit,1966 . 20 20 20 

(v xxiii) D.M. 7.5 million Credit, 

1966 8 8 8 

(xxxiv) D.M. 180 million Credit, 

1967 (AC-30.3) 1,02 

(v xxvi) D.M. 289million Credit, 

1967 (AC-382) 1,95 

(xxxvi) D.M. 28.25 million Credit 

(AC-248) 16 

(b)!9,00 


Total 

5,58 1,03,38 . 

70/i 1 

24,70 

28,16 

31,05 

33,97 

38,13 

38,12 

57,89 

VI.—Loans from Japan 










(/) Hirst Yen Credit 

8,21 

2/8 


35 

55 


2,03 

2,01 

2,16 

(//) Second Yen Credit 

, . 

12,09 

3> 

,. 

44 

3,88 

4,82 

8,75 

9,54 

(///) Third Yen Credit 

. , * , 



,, 

14 


6,14 

6,09 

6,64 

(iv) Fourth Yen Credit 

. . 



,, 

1,37 


4,77 

4,73 

5,12 

(v) Fifth Yen Credit 




2,08 

4,16 


4,20 

4,15 

4,15 

(vi) Sixth Yen Credit 

. . 

. . 



1.59 


3,21 

3,19 

3,19 

(iv/) Seventh Yen Credit 

. . 


.. 

. , 

, , 


2,26 

2,24 

2,24 

(viii) Food Aid 

. , 

. , 



, , 


53 

53 

52 

(/v> Fight Yen Credit 







.. 

.. 

1,63 









</>) 14,13 

Total 

8,21 

14,77 

3,56 

2,43 

8,25 

3,88 

29,76 

31/9 

4 

VII.- Loans from Switzerland : 










Credit for Third Plan 

»• • • • • 

87 

1,72 

2,54 

2,91 

3,01 

3,01 

3,01 

2,94 

VIII.—Loansfrom Czechoslovakia: 









(b)l,l6 

(/) First Credit for Third Plan 

.. .. 

4,16 

2,98 

3,84 

4,11 

4,12 

4,15 

4,15 

3,56 

(«) Second Credit for Third 










Plan 

• 

1,77 

2,01 

3,32 

3,41 

3,65 

3,84 

3,76 

4,66 

Total 

.. 

5,9) 

4,99 

7,16 

7,52 

7,77 

7,99 

7,91 

8,22 

IX.— Loans from Yugoslavia : 










(1) First Credit 

17 

5,17 

3,46 

3,63 

3,14 

2,68 

1,98 

3,40 

1,91 

(//) Second Credit 



•• 

J 

1 

l 

1 

1 

J 

Total 

17 

5,17 

3,46 

3,64 

3,15 

2,69 

1,99 

3,41 

1.92 
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7 


1 


X. -Loans from Poland : 

(#) First Credit 
07) Second Credit 
{///) Tiiird Credit 


local 

XL-Loans from Austria : 
(/) First Credit 
(//) Second Credit 
07/> Third Credit 
(/r) f ourth Credit 
(r) Fifth C redit 
(v/) Sixth Credit 
( vii) Food Aid 


4 

5 

6 

7 

8 

9 

10 

H 

12 

11 

II 

4.59 

4.59 

I. 90 

J, 9() 

2.38 

m 

2,48 

2,59 

10 

2,69 

2,59 

23 

2,82 

2.46 
23 
78 

3.47 

2,41 

22 

38 

3,01 

1.54 
24 
77 

_< 

2.55 

36 

1.12 

37 

37 

38 

39 

39 

39 

39 


72 


29 

30 

30 

30 

30 

30 



15 

30 

32 

32 

32 

32 

32 




15 

32 

32 

32 

32 

v> 


, , 

., 

,, 

19 

37 

37 

37 

3) 





•• 




8 

2 









(b> 69 


Total 

36 

1,84 

81 

1.11 

1,51 

1,70 

1,70 

1,70 

2,49 

XII.~ Loan from Kuwait (Joveninunt 

14,91 

13,20 

4,34 

4.34 

4,34 

1,08 




XIII. Loan from Netherlands 



71 

85 

1,21 

1.21 

1,20 

XIV.- - Loans from Denmark : 







(b) 48 

( f > f irst Credit 

to 

44 

15 

15 

15 

15 

15 

15 

11 

07) Second Tied it 




13 

13 

13 

11 

13 

A’ 

0/7) First f ood Loan 

. . 




20 

20 

20 

20 

20 










(b) 15 

Total 

10 

44 

15 

28 

48 

48 

48 

48 

59 

XV.- Loan from New Zealand : 










C redit for Purchase o* wool 

7 

31 

9 







XVI. Loan from Bahrain 

XVII. Loans from France : 


4,86 

71 

71* 

j\ 

70 

7i 

7i 

7i 
(b) 3 

</) $ 17 million French Credit 









1966-67 

.. 

80 

96 

1,01 

1,10 

1,11 

1,07 

1,11 

i,y 

071 FT 150 million C redit, 









1967-68 



1 

8 

33 

1.07 

1.42 

1,34 

1,40 

(Hi) FT 125 million Credit, 






1968-69 




5 

26 

46 

60 

55 

72 

Or) FT 125 million Credit, 







1969-70 





7 

28 

71 

54 

82 

(r) IT 130 million Credit, 







1970-71 

., ,, 




.4 

28 

35 

32 

52 

(W) FF 150 million Credit 






1971-72 






23 

29 

46 

6 / 

07/) FF25 million Debt Relief 








1968-69 






38 

37 

37 

37 

07//) FF' 27.7 million Debt Rebel* 






1969-70 

■. . . 






42 

42 

42 

(/v) FF 150 million (7edit 








1972-73 







30 

35 

66 

(a) FF 35 million Credit 







1 ‘>72-7 3 







il 


2 

< \i) FF’ 56 mil lion Credit, 








A* 

1972-73 









V, 

(a/ 7) Ff 27 7 million Ciedit, 








* f 

V 

J 970-71 









41 

{xiii) FF 1 HO million Credit. 








’ * 

1972-73 

■ * * * 




,, 

,, 

.. 

1 

2,2 










(b) 2,24 

'fatal 

• • 

* 80 

97 

1,14 

1,80 

3,81 

5,64 

5,47 

9,61 


(b) F.xchani'c variations. 
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XVIIL—Loans from Belgium 

0) First Credit 
(//’) Second Credit 


Total 

XIX. —Loan from Qatar 

XX. — Loan from Italy 
XXL—Miscellaneous Credits 


XXII.- I.B.R.D. Loans : 

(i) Agricultural Machinery 
Project Loan 

(ii) Railway Pioject Loan I 
(///) Railway Project Loan H 
(tv) Railway Project Loan 111 
(v) Railway Project Loan IV 
07) Railway Project Loan V 
( 1 / 7 ) Railway Piojcci Loan VI 
in//) D.V.C. I 

(/a) D.V.C'. II 
(a) D.v.c\ iri 
( v/) Koyna Project Loan 
(I Stage) 

(a/7) Coal industry 
(xiii) Power r l ranstnission 
(416-IN) 

(\/r) Kothagudam II (417-IN) 


XX111. l.D.A. : 

• (/') Roads Project 
(ii) U.P. 1 uhewell Project 
(Hi) Slietrunji Irrigation 
Or) Salandi irrigation 
(r) Punjab Drainage 
(ni) D.V.C. IV 
(v/7) So no Irrigation 
(viii) Purna Irrigation 
(/.v) Koyna Project (Hud 
Stage) 

(a) Bombay Port Project 
(a/) P AT (Telecommunica¬ 
tions) 

(a/7) Railway Project Vil 
(a/7/) Kothugudam Power 
Project 

(a/V) Industrial Imports 52-IN 
(at) II Telecommunication 
Project 

(vvv) VIII Railway Project 


5 6 7 

8 9 

10 

11 

12 


6 

6 

6 

6 

. . 

13 

12 

13 

12 





(b> A 


19 

IS 

IK 

24 

3 f 52 94 94 

94 94 

94 

94 

94 





(b) 4 

6 

12 12 

58 

58 

58 

.. 

,, ,, 

4,88 

4,88 

4,92 





(b)7 


B. - INTERNATIONAL ACF.NC I I S 


5,69 


( ¥ 

7,56 

3,9 1 




5,63 

38 

90 

3,94 

4,12 

4,36 

4.30 

4,61 

3,61 

1,94 

2,05 

2,24 

2,32 

2,40 

2,45 

2,00 

6,29 

2,58 

2,71 

2,89 

3,06 

3,24 

3,24 

3,43 

3,87 

1,74 

1,84 

1,72 

2,06 

2,19 

2.18 

2,31 

2,72 

1,04 

53 






35 


.. 

40 

46 

49 

48 

5i 

76 



99 

1.0* 

1,11 

!,ll 

1,17 

1,05 

28 

54 

59 

61 

o3 

04 

67 

3,83 

1,83 

1,94 

2,07 

2,17 

? ,30 

2,30 

2,43 


,. 
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Total . 47 1,24 2,15 2,51 4,06 

Grand Total 8,68 39,82 3,08.63 4,66,90 J,74,99 1,90,28 1,91,68 2.22,25 2,62,15 2,00,64" 797,12 

*Due to revaluation of D.M. from 6-3-1961, the actual ainounl repaid or lo be repaid is more than the amount actually drawn, 
(b) Exchange variations. 
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Railway Budget: 1974-75 


Presenting the Railway Budget 

I br 1974-75 in the Lok Sabha on 
February 27,1974, the Railway 
minister, Mr Lalit Narayan 
Mishra, proposed revision of 
freights and fares effective from 
April 1, 1974, bringing in an 
additional revenue of Rs 
136.38 crores. 

f The minister said that to 
restore the financial health of 
the railways “I have most re¬ 
luctantly come to the conclu¬ 
sion that an adjustment in the 
level of fares and freights is 
inescapable’*. He assured the 
House that the increases were 
the minimum necessary. 

Mr Mishrn, however, did 
• not propose any change in the 
^current rates of freight on 
foodgrains in view of the pre¬ 
vailing high prices and hard¬ 
ships undergone by the common 
man. There would thus be 
no effect, direct or indirect, on 
the family budget of the mas¬ 
ses. The minister also exem¬ 
pted season ticket holders from 
any increase in fares. 

t Jncovered gap 

The anticipated revenue in 
this budget year at the current 
rate of fares and freights would 
fall short of the expanses by 
Rs 7.5 crores. The additional 
revenue of Rs 136.38 crores 
will enable the railways to dis¬ 
charge substantially their divi¬ 
dend liability to the general 
revenues but will still leave 
an uncovered gap of Rs 52.79 
crores in the payment of divi¬ 
dend. 

Mr Mishra said that the 
difference between the cost of 
carriage and freight income 
was becoming wider and wider 
particularly in respect of major 
commodities moving in bulk, 
which form nearly 75 per cent 
of railways cargo. A compre¬ 
hensive revision of the existing 
schedule of freight rates was 
thus called for. He, therefore, 
proposed to revise the freight 
structure without disturbing 
the inter-se classification of 
goods. 

v The range of increases in 


the revised structure compared 
to the existing levels of freight 
would be from about five per 
cent at a lead of 40 kms to 
approximately 11 per cent at 
a distance of 3,000 kms. 

Neutralising loss 

The railways would suffer 
a loss of about Rs 37.67 crores 
in carrying coal at theirpresent 
concessional rates during 1974- 
75. It is, therefore, proposed to 
bring freight rate for coal in ali¬ 
gnment with the current cost of 
fitting it at class 37.5 in the 
standard freight structure. 
This would enable the railways 
to neutralise the loss in the 
transport of coal. The addi¬ 
tional revenue per annum from 
coal freight would be Rs 39.33 
crores and Rs 44.89 crores in 
respect of other commodities. 

Mr Mishra also proposed an 
increase in transhipment char¬ 
ges which were last revised in 
1970. The present rates, which 
vary from 10 paiseto20 paiseper 
quintal will be increased from a 
minimum of 25 paise to a maxi¬ 
mum of 50 paise per qilintal. 
The transhipment charges for 
coal will be raised from 60 
Paise per tonne to Rs 1.50 per 
tonne. The new rates are expec¬ 
ted to yield an extra revenue 
of Rs 4 crores per year. 

The supplementary charge 
on parcels and luggage will be 
raised from five per cent to 15 
per cent. Fruits, vegetables and 
milk, however, will be exemp¬ 
ted altogether from the levy 
of the additional charge. This 
revision will bring an addi¬ 
tional revenue of Rs 5.5 crores. 

Coming to passenger fares, 
Mr Mishra referred to the 
need to discourage the growth 
of passenger traffic so that a 
larger share of available rail 
transport facilities was allotted 
to the transport of goods and 
essential raw materials for agri¬ 
culture and industry. The situa¬ 
tion called for an increase in 
fares on a rational basis so as 
to keep the passenger traffic on 
a lower priority and to contri¬ 


bute to the reduction in reve¬ 
nue deficits. 

Air-conditioned chair car 
and first class fares would be 
raised from a minimum of R.\ 
2 to a maximum of Rs 16 per 
ticket. Referring to ACC first 
class fares the minister recalled 
that he had said in his last 
budget speech that these fares 
will be brought closer to the 
corresponding air fares. Accor¬ 
dingly, he proposed an increase 
per ticket from Rs 15 to Rs 
160 depending upon the dist¬ 
ance. Similar increases arc pro¬ 
posed in the case of travel by 
the two Rajdhani Expresses. The 
additional revenue from increa¬ 
sed fares from upper classes is 
expected to be Rs 4,44 crores. 

Overcrowding in trains 

Referring to the Mail and 
Express trains, the minister 
said overcrowding in third 
class comparments on these 
trains was mostly because of 
short distance passengers. This 
was partly attributed to the 
fares up to 50 kilomelrcs being 
very low, the minimum fare 
being as low as 25 Paise. 

To mitigate this heavy over¬ 
crowding and inconvenience to 
long distance passengers, the 
minimum fare will be raised 
from 25 paise to 50 paise on 
Mail and Express trains. From 
50 kms onwards the increase 
per ticket will be 50 Paise 
which will gradually increase 
with the distance travelled. The 
maximum increase per ticket 
will be Rs8 for distances beyond 
3,000 kms. These increases are 
estimated to yield Rs 18.06 
crores per year. 

Mr Mishra said, he propo¬ 
sed comparatively a very mo¬ 
dest increase in the fares . of 
third class ordinary passengers. 
Up to a distance of 25 kms it 
will be only 5 Paise and 10 
Paise between 26 and 40 kms. 
The increase will then range 
from 25 Paise per ticket to a 
maximum of Re 1 per ticket 
depending upon the distance. 
For no distance the new fare 
will be more than Re 1 per 


ticket over the existing fares. 
The extia collection from this 
source will be Rc 16.48 crores. 

The milliner, however, pro¬ 
posed to exempt season ticket 
holders altogether from any 
increase in fares. Nearly 72 per 
cent of the passengers travel¬ 
ling in the suburban sections 
of metropolitan areas, i. e. 99 
crores in a year, would derive 
benefit from this exemption. 

The Railway minister pro¬ 
posed an increase in reservation 
charges from the present 50 
paise to Re 1 in the case of 
ACC' chair car, from Rc 1 to 
Rs 2 in the case of first class 
and from Re I to Rs 5 in the 
case of air-conditioned class. 
There would he no increase in 
respect of third class reserva¬ 
tions. 

The existing sleeper charges 
for third class travel in three 
tier coaches would be increased 
from Rs 4 to Rs 5 for the first 
night and from Re 1 to Rs 3 
for each subsequent night. In 
2-ticr coaches the charges will 
be increased from Rs 4 to Rs 5 
per night. 

Improvement of service 

The existing Jchargcs, Mr 
Mishra pointed out, have 
remained unchanged for some 
years and it would be life 
endeavour to continue to 
enlarge and improve this service 
further. 

The cost of platform tickets 
will be increased from 25 paise 
to 50 paise per ticket with a 
view to curb flocking by visi¬ 
tors of station platforms. The 
proposals for reservation char¬ 
ges and platform tickets would 
fetch an additional revenue of 
Rs 3.68 crores. 

Explaining the reasons for 
the proposed freight increases. 
The Railway minister said, the 
cost of inputs, particularly the 
wage bill, which constitutes 60 
per cent of the total working 
expenses and fuel which 
accounts for nearly 20 per cent 
as also the cost of other 
materials and stores have risen 
to such levels recently as to 


SPECIAL BUDGET NUMBER 


545 


MARCH 8, 1974 



upset fundamentally the value 
of the constituents in freight 
rates and fares. 

The gap between costs and 
income is becoming wider and 
wider. The average lead for 
haulage of goods has been 
growing longei over the years, 
but the distance for the break¬ 
even point has fallen steeply 
during the current year. 

Transport of iron ore, for 
example, was earlier unrcniu- 
ncmlive only beyond 1300 kms 
on. the broad gauge. It has 
become totally unremuncrativc 
At present with the increasing 
cost of operation. Similarly, 
the transport of coal was 
earlier remunerate up to a 
distance of J100 kms. but the 
existing ft eight rate does not 
cover the cost of haulage at 
any distance. 

The minister said the loss 
in the transport of low¬ 


rated fright traffic, according 
to the latest assessment, will 
rise to Rs 115.40 crores in 
1971-74. “To remedy this 
trend, it has become necessary 
not only to effect suitable 
escalation in the freight rates 
but also adjust the taper for 
rates applicable for longer 
hauls'*, Mr Mishrn added. 

Speaking of foodgrains and 
pulses, Mr Mi&hra pointed out 
that thefre were carried at non¬ 
standard and concessional rates 
which do not even meet the 
railways out of pocket expenses. 
The railways lost nearly Rs 76 
crores in 1972-73 on foodgrain 
traffic and the si/c of this loss 
is likely to go up to Rs 74.49 
crores in 1974-75 with the 
increase in costs of operation. 
However, he had decided 
against any increase in the 
freight of foodgrains. 

Describing the lailways* 


performance in 1973-74, the 
minister Said, the working 
results of the railways during 
the year had undergone a sea- 
change due to the confluence 
of three vital factors—the state 
of the national economy, 
deterioration in stall discipline 
and the impact of the Pay Com¬ 
mission's recommendations. 

Stagnating production 

Industrial production, which 
rose significantly in 1972 stag¬ 
nated during 1973. Extensive 
load shedding and power cuts, 
disturbed industrial relations 
in u number of industries and 
strikes in the railways also had 
an adverse effect. The offer¬ 
ing of traffic to the railways 
was at a substantially lower 
level than anticipated. 

At the same time, the rail¬ 
ways were called upon to trans¬ 
port on top priority, from May 
to July last year, 2 4 million 
tonnes of foodgrains from 


agitations, mass absenteeism* 
wild-cat strikes, bandhs, squat¬ 
ting on the track etc. The 
effect of staff agitations has. 
been crippling. 

The minister mentioned in 
particular the strike of Station, 
Masters and Asstt. Station 
Masters during April on the 
Western Railway, the succes¬ 
sive strikes and agitations by the 
loco running staff in May, 
July-August and December 
which affected most of the 
Zonal Railways, the agitation 
by the staff* of the Sholapur 
Division, the work-lo-rulc agi¬ 
tation by the Signalling and 
Telecommunication staff and 
the carriage and wagon staff. 

As a matter of fact not a 
month has passed on the rail¬ 
ways this year during which 
train operations were not held 
up or hampered by such agita- , 
tions sponsored by certain un-^ 
recognised category-wise asso¬ 
ciations. 
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Punjab and Haryana to the 
drought affected areas. This 
was a record movement as 
only 1.64 million tonnes were 
moved by rail during the same 
period in the preceding year. 
This imposed severe strains on 
the railway system which 
undertook the operation on a 
fire-fighting basis, to reach 
foodgrains to scarcity areas 
in time to stave off starvation. 
A number of passenger trains 
were cancelled and a consider¬ 
able amount of high rated ge¬ 
neral goods traffic was sacrific¬ 
ed in the process. It also in¬ 
volved an increased movement 
of empty wagons ovei long 
distances. 

boodgrains, the minister 
reminded the House, arc car¬ 
ried by the railways at a heavi¬ 
ly subsidised rate and the 
greater the number of wagons 
pressed into transportation 
of foodgrains the larger is the 
loss to the railways. “The 
railways met the national obli¬ 
gation but not without effect¬ 
ing their pocket/’ Mr Mishra 
said. 

The minister said, this has 
been a particularly bad year 
for the Indian Railways so far as 
staff discipline was concerned. 

From the very beginning 
the railways have been nit ‘ by 
go-slow, work-to-desigflation 


Consequently both the fin¬ 
ancial and operational targets 
have been upset. Earnings 
upto the end of December 
1973, fell short of expectations 
by Rs 81.50 crores. There has 
been a shortfall of nearly eight 
million tonnes in originating, 
freight traffic up to the end of 
December as compared with 
the same period of last year. 
As compared to the budget 
projection, the originating 
freight traffic has been 15.30 
million tonnes less. 

Sluggish movement 

The movement of coal ha^ 
been particularly sluggish. 
Against the anticipated move¬ 
ment of 71 million tonnes, 
actually only 61 million tonnes 
of coal are expected to move 
partly due to non-availability 
of coal for loading at estab¬ 
lished rail-heads and partly due 
to the agitational approach of 
the staff. . 

To make mallets worse 
the average lead of traffic 
during the current year 
has also decreased by 2.4 per 
cent over that the last year. 
The losses in the quantum and 
load arc irretrievable. The 
signs of return to mormalcy 
are not visible. 

The implementation of iM 
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NO TICK-NO TOCK 



our quality needs no telling! 


Pioneers in power control, we beat time to set high standards in quality. A quality that is evident 
in the efficient, faultless performance of MEi range of products. 

That's why major industries, substations and power projects all over the country and abroad rely on 
MEI equipment for safe and effective control of power. 

And in keeping with modern trends, we have made rapid strides in electronics- The result is a range 
of solid state devices and relays bringing absolute safety and electronic precision to power control. 











Sales St Service 


safe it for everything in 
electric power control 


THE MYSORE ELECTRICAL INDUSTRIES LTD., woun 


BOMBAY PVT.tJD. 

43, Dr.V. B. Gandhi Maro. Bombay*400 023. 
Branch: New Delhi. 

Associate Offices: • Bangalore* Hyderabad 
• Calcutta (Branch: Gauhati) * Madras 
(Branches: Madurai & Ernakulam). 
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DOLLAR EARNER 

Only quality can win - dollars. And Bharat 
Steel Tubes win again and again • And 
exports continue to soar. Remember, every 
metre of Bharat Steel Tubes bears the stamp 
of quality - BST. 

• Bharat Steel Tubes are made to international 
standards - and are exported to 40 countries. 

9 Bharat Steel Tubes are recognised by the 
American Petroleum Institute for high quality. 

• Bharat Steel Tubes are manufactured, using 
the world’s most advanced welding technique. 


All good reasons 
Why your choice should be 
Bharat Steel Tubes 



BHARAT STEEL TUBES LTD. 

ALLAHABAD BANK BUILDING, 

17, PARLIAMENT STREET, NEW DELHI-110 001 

Branches: Bombay, Calcutta, Madras, 
Ahmedabad, Jaipur, Rajpura. 

Sole Selling Agents : 

RAUNAQ & COMPANY PVT. LTD. 

8th Floor, Himalaya House, 

23, Kasturba Gandhi Marg, New Delhi-110001 



RST the stamp of quality in stool tubos 


Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

rn* versatile floor-covering I For bettor living 

India Linoleums Ltd., 
P.O. Bo-tapor, 24 Parganas, West Bengal. 
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Pay Commission^ recommen¬ 
dations as liberalised by govern¬ 
ment, and the grant of three 
increases in dearness allow¬ 
ance during the year have sub¬ 
stantially added to the railways’ 
expenditure. The impact is 
3 over R$ 109 crores for a full 
year. Out of the estimated 
liability of Rs 94 crores during 
the current year, about Rs 52 
crores arc expected to be dis¬ 
bursed to the employees during 
the current financial year. The 
balance of Rs 42 crores has 
^been thrown forward and pro¬ 
vided for in the budget for 
1974-75. 

Against the background of 
the unprecedented shortfall in 
performance* Mr Mishra said, 
the gross traffic receipts aie 
expected to be Rs 93.20 crores 
less at Rs 1170 crores, against 
the budget estimate of Rs 
1263.20 crores. “Due to the 
combination and conjuction 
of heavy additional expendi¬ 
ture and substantially shoit 
earnings the year 1973-74 has 
been the worst year for railway 
finances for many decades”, 
Mr Mishra said. 

Exchequer control 

In recognising the gravity 
of the situation “exchequer 
J control” on all spending units 
was imposed during the year 
to regulate their cash disburse¬ 
ments against the budget allot¬ 
ment. Other economy mea¬ 
sure were intensified which 
have yielded appreciable re¬ 
sults—Rs 17 crores. 

The anticipated budget sur¬ 
plus of Rs 23.86 crores in 1973- 
74 has turned into a deficit of 
Rs 99.75 crores. This amount, 
Mr Mishra said, is proposed 
to be covered by obtaining a 
loan from the general reve¬ 
nues. The indebtedness of the 
railways to the general re¬ 
venues which was expected at 
Rs 111.01 crores, would in the 
circumstances, rise to Rs 208.02 
crores. 

Apart from the economy of 
Rs 17 crores in revenue expen¬ 
diture a saving of Rs .13.5 cro¬ 
res in works expenditure was 
also achieved making a total 
of Rs 38.5 crores against the 
promised amount of. Rs 20 
crores. The Railways Plan 
expenditure in the current 


year would be Rs, 324 19 cro¬ 
res against R$'337:54 crores as 
budgeted. 

Gross receipts 

Referring to the budget 
estimates for the next year, the 
minister said gross traffic re¬ 
ceipts have been estimated, ut 
the existing level of the fares 
and freights, to be Rs 1290.77 
crores. This is based on the 
hopeful assumption that rail¬ 
ways will carry 25 million ton¬ 
nes of additional originating 
traffic over the expected per¬ 
formance of the current year. 
Mr Mishra said this assump¬ 
tion may be considered opti¬ 
mistic considering the 1973-74 
performance. “1 am, however, 
not despondent but look for¬ 
ward to the new year with 
hope and confidence”. 

Working expenses have 
been placed at Rs 1148.37 
crores which include Rs 99 
crores for payment of increase 
in wages and allowances aris¬ 
ing out of the Pay Commis¬ 
sion’s recommendations, to¬ 
gether with the additional 
dearness allowance. The esti¬ 
mates also provide for an in¬ 
crease in the fuel bill of the 
railways of Rs 40.78 crores and 
Rs 44.76 crores for repayment 
of indebtness and Rs 42 crores 
which is a liability thrown for¬ 
ward from the current year 
arising from the Pay Commis¬ 
sion’s recommendations and 
the increase in dearness allow¬ 
ance. 

Taking all these and other 
relevant items into account, 
railway revenue will fall short 
of expenditure by Rs 7.5 crores. 
But for the throw-forward 
liability ofRs 42 crores, the 
revenue receipts should have 
exceeded the expenditure in¬ 
cluding the appropriation to 
the Depreciation Reserve Fund 
and to the Pension Fund, by 
Rs 34,5 crores. But to be able 
to meet dividend liability, the 
requirements of debt servicing 
charges etc., and to restore the 
financial health of the railways, 
“I have most reluctantly come 
to the conclusion that the ad¬ 
justment in the level of fares 
and freights is inescapable,” 
Mr Mishra added. 

Referring to the key role of 
railwaymen in the economic 


life of the community, Mr 
Mishra said, n very special 
responsibility was placed on 
their shoulders “1 must place 
on record my warm apprecia¬ 
tion of the loyal services being 
rendered by most of them to 
the community. I have a word 
of commendation for the valu¬ 
able services rendered by offi¬ 
cers and other supervisory 
staff and the railway person¬ 
nel embodied in the Territorial 
Army, in conditions of consi¬ 
derable stress and strain and 
even occasional personal risk.” 

Pressure groups 

The minister, however, 
noted with great regret and 
concern that lately a small num¬ 
ber of railwaymen have orga¬ 
nised themselves inlo pressure 
groups among essential staff. 
These groups have intermittent¬ 
ly sought to paralyse railway 
working in sensitive areas and 
off and on held the communi¬ 
ty to ransom. The agitations 
were politically motivated and 
divorced from normal trade 
union activities. 

The minister said, trade 
unionism was the corner-stone 
of any democratic system but 
the need for the development 
of healthy trade unionism was 
imperative. Leaders of politi¬ 
cal parties have a responsibili¬ 
ty to ensure that trade unions 
arc not exploited merely for earn¬ 
ing cheap popularity and to see 
that the unions take an integ- 
grated view of the national 
economy. The workers also 
owe obligation to the commu¬ 
nity and strikes should be the 
last weapon in their armoury. 

Mr Mishra pointed out that 
the Railway Board and the 
General Managers of the Zonal 
Railways had reviewed labour 
relations in depth and broad 
decisions had been arrived at. 
The principle of‘no work, no 
pay’ would be enforced and 
other disciplinary action may 
be taken when stuff goes on 
illegal strike. 

The services of loyal wor¬ 
kers would be recognised by 
grant of extension, rewards, 
advance increments and favour¬ 
able consideration, within 
administrative rules, for appo¬ 
intment of children dependent 
on loyal workers. Effective 


protection will be given to the 
loyal workers arul their families 
from violence and intimidation. 

Mr Mishra pointed out, 
there are 700 categories of 
railwaymen and it is not possi¬ 
ble for any organisation to 
negotiate at all levels with the 
representatives of such a large 
number of categories. This 
would also lead to fragmenta¬ 
tion of trade union activity and 
concessions to one category 
would create an imbalance and 
general demands from other 
categories. At a recent con¬ 
ference convened by him, a 
general consensus had emerged 
that there should be only one 
union which should be broad 
based and popular and repre¬ 
sent all crafts and categories of 
railway workers. It would be 
his endeavour to give this 
concept a practical shape in 
consultation with the two 
railway labour federations, 
ministry of Labour and other 
concerned people. At the same 
tunc, there was need for enli¬ 
ghtened management for happy 
industrial relations and incre¬ 
ased productivity. The railways 
must set an example in this 
direction. 

Promises fulfilled 

In this context the minister 
said, whatever promises and 
assurances were made to the 
Loco Running Stall* when they 
called off their strike in August 
1973 have been fulfilled both 
in letter and spirit. An agree¬ 
ment has been reached in the 
Qureshi Committee for working 
out the mode and manner of 
implementation of the 10-hour 
rule. Crash plans and pro¬ 
grammes are being formulated 
by the Zonal Railways in 
fulfilling this commitment. 

The magnitude of the 
problem, however, involved 
recruitment and training of 
20,000 additional staff and a 
programme of* capital expendi¬ 
ture entailing an outlay of 
about Rs 38 crores for laying 
additional looplincs, rest rooms 
and crew vans.. The Zonal 
Railways have been asked to 
plan for these works. This 
programme cannot be com¬ 
pleted within a period of 30 or 
90 days. The minister appealed 
to the locomen and other staff 
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^to recognise the reality of the 
situation and not to indulge in 
. further agitations. 

Paying a tribute to rail¬ 
wayman of the Territorial Army 
who worked during difficult 
days to keep the nation’s life- 
' line going, the minister said, 
j, government have decided to 
; double the number of Railway 
; Territorial Army units itn- 

: mediately. Later on, their 

i cadres could be further strong- 
: thened. Some additional incen¬ 
tives may also be given to 
them: 

Referring to the energy 

crisis, the minister said the 

pace of electrification of trunk 
routes was being accelerated 
to energise 1800 route kilome¬ 
tres bv the end of the fifth 
Plan period. Railways' own 
generation stations, linked with 
the grid systems of the states, 
are proposed to be set up not 
only in the fifth Plan but in 
the sixth Plan period also. The 
railways, Mr Mishra pointed 
out, consume only about 10 
percent of the total consump 
tion of high speed diesel oil in 
jthe country and are a more 
efficient user of diesel oil in 


comparison with road trans¬ 
port.six times better in terms 

of tonne/kilometres. 

If would not be prudent to 
revert to slcam traction as it 
would require much higher 
investment on line capacity 
works and maintenance facili¬ 
ties. The railways demand for 
HSD should not, therefore, be 
reduced. Pending farther deve¬ 
lopments at the national level 
production of diesel locomo¬ 
tives and on-line plan for 
dieselisation have not been 
altered. 

Mr Mishra said in coordina¬ 
tion with the department of 
Mines, the railways are taking 
requisite steps to meet the 
challenge for the increased 
demand of coal. While it is 
not advisable to restart the 
production of steam locomo¬ 
tives it has been decided not to 
condemn and abandon old 
steam locomotives for the pre¬ 
sent. The service life of the 
existing steam fleet can be 
prolonged by improved main¬ 
tenance and rehabilitation. 

Reviewing the railways’ 
performance in the fourth Plan 
the minister said, there was an 


increase of 9.11 per cent in the 
quantum of net tonnc/kilome- 
tres in the first four years of 
the Plan. The passenger 
kilometers increased by 24.86 
per cent similarly, but in the 
current year, the last year of 
the Plan, both the originating 
tonnage and load have been 
at the lowest ebb. The current 
year had recorded a steep 
decline in originating traffic. 

The year might close with 
only 192 million against 201,3 
million tonnes in the previous 
year. This will be the lowest 
since 1963-64. “I hope that 
the worst is behind us and the 
railways will now make the 
maximum possible effort to 
come up to normal standards 
of efficiency and service.” 

The railways’ fifth five-year 
Plan envisages an outlay of 
Rs 23M) crorcs for a target of 
300 million tonnes of originat¬ 
ing traffic, or about 50 per cent 
more than the existing level. 
A growth rate of four per cent 
is forecast in passenger traffic. 
The railways have to gear 
themselves for this gigantic 
task. Action has been initiated 
during the current year itself 


to increase line capacity and 
production of rolling stock. 

For the first year of the 
Plan the railways have been 
allotted Rs 368 crores including 
Metropolitan Transport Project, 
to carry 217 million tonnes of 
originating traffic. In view of the 
appreciable increase in prices, 
the allocation may prove inade¬ 
quate for stepping up our Plan 
activity. However, within the 
available resources, the progra¬ 
mme of rolling stock, line capa¬ 
city etc. have been drawn up. 

Concluding his address, Mr 
Mishra referred to the difficult 
times and the challenges and 
said, “Any institution is as 
good as its men and this is 
particularly true in the case of 
the railways which are the least 
officered among public and 
private undertakings.” This 
casts a heavy responsibility on 
railway workers in the context 
of the oil crisis. “I appeal to 
all sections of railwaymen to 
rise to the occasion, sink their 
differences and render a good 
account of themselves in the 
service of the nation. 1 since¬ 
rely hope that my appeal will 
not go in vain.” 



superb taste ! 

The liquor ie strong, the taste 
superb—come share a cup of 
Taj. Now fresher than ever 
before in hermetically sealed 
Cekatainer packs. 



Brooke Bond 

TAJ MAHAL 


Indians finest CTC tea 

SB 7700 

. .t it .. 


I VSliRN r;CONOM!M 


548 


MARCH 8, 1974 







Railway Budget Proposals Explained 


The year 1973-74 will close 
with a deficit of Rs 99.75 crores, 
attributable to fall in earnings 
(Rs 93.20 crores) and rise in ex¬ 
penditure due to Pay Commis¬ 
sion’s Report plus dearness 
allowance (Rs 52 crores), off¬ 
set by a saving of Rs 17 crores. 

Budget estimates for 1974-75, 
^ven after assuming an increase 
of 3 per cent in passenger tra¬ 
ffic and of 25 million tonnes 
in freight traffic indicate that 
at current levels of fares and 
freight rates- - 

(i) Railway Revenue will fall 
short of expenses by Rs 7.5 
crores; 

(ii) Railways will have no re¬ 
sources to pay dividend 
amounting to Rs 181.67 crores 
to General Revenues; and 

(iii) In addition, Railways 
will have to borrow Rs 63.26 
crores to meet Development 
Fund expenditure and debt 
service charges. 

; In view of the financial posi¬ 
tion it is proposed to raise Rs 
136. >8 crores by adjustment of 
freight and fares, briefly des- 
ribed as follows:— 


Yield 
Rs crores 

(i) Freight Tariff ~ A 
general restructuring 

* of Freight tariff in¬ 
creasing the cut rent 
rates by 5 per cent 
at 40 Km? to II per 
cent at 3,000 Kms 44.89 

(ii) Coal -- As regards 
coal, price will in¬ 
crease to the extent 
of 5 to 6 per cent foi 

) an average consumer 39.33 

(iii) Transhipment 

charges — Increa¬ 
se in transhipment 
charges to cover es¬ 
calation in cost 4.00 

(iv) Parcels & hug - 
gage — The existing 

' supplementary char- 


Rs crores 

ge of 5 per cent to 
be increased to 15 
per cent, except in 
the case of fruits, 
vegetables and milk 5.5 

(v) pQsscngars 

(a) Uppper Class 

(b) Air-conditioned I 
Class fares to be al¬ 
most on par with air 
fares, The increase 
will range from Rs 
15 to Rs 160 per 
ticket. Rajdhani fa¬ 
res which are higher 
than air-conditioned 
First Class to be in¬ 
creased suitably. 

(ii) Increases in Air- 
conditioned Chair 
Car and First Class 
fares inclusive of 
the current sur¬ 
charge will ittnge 
from a minimum of 
Rs 2 to a maximum 
of Rs 16 dependent 
on distance 4.4 

(b) Third Class 

(i) The increase in case 
of Mail and Express 
trains will range 
from 25 paise for 


Rs crores 

short distances to 
a maximum of Rs 
8 lor longest dis¬ 
tance 18.06 

(ii) In case of ordi¬ 
nary trains, the in¬ 
crease proposed is 
5 paise per ticket 
up to a distance of 
25 kms* gradually 
rising to a maxi¬ 
mum of Re 1 for dis¬ 
tances beyond 1500 
kms. 16.48 

(c) Season Ticket fares 
- It is proposed to 

leave the season ti¬ 
cket fares untouch- 
ched. 72% of com¬ 
muters who are most¬ 
ly industrial workers, 
office employees 
and petty venders 
and are people with 
inelastic incomes 
travel by season ti¬ 
ckets in suburban 
sections of metropo¬ 
litan cities. 

(d) Miscellaneous charges 

(i) Platform tickets to 
be increased from 
25 paise to 50 paise. 

(ii) Reservation char- 


Rs crores 

ges to be increased 
by 50 paise in respect 
of Air-conditioned 
Chair-car Re 1/- in 
respect of First Class 
andRs4/- in respect 
of Air-conditioncd 
First Class. For 
third class, no en¬ 
hancement is propos¬ 
ed. 

(iii) Sleeper charges to 
be increased by Rc 
I/- forthe first night 
and Rs 2 for subse¬ 
quent nights in 3- 
tier coaches 3.68 

Proposals would still leave 
an uncovered gap of Rs 52.79 
crores in addition to a short¬ 
fall of Rs 63.26 crores in cash 
resources. 

The Revised Estimates for 
1973-74 show a shortfall of Rs 
99.75 crores against a surplus 
of Rs 23.86 crores envisaged 
in the Budget Estimates, as 
approved by Parliament. The 
Gross Traffic Receipts for the 
year are now expected to be 
Rs 93.20 crores less lhanthe 
Budget Estimates. Ordinary 
Working Expenses are likely 


Railway Budget in Figures 


(Rs crores) 


Actuals 

Budget 

Revised 

Budget 


1972-73 

Estimates 

Estimates 

Estimates 


1973-74 

1973-74 

1974-75 

Gross Traffic Receipts 

1162.42 

1263.20 

1170.00 

1427.15 

Ordinary Revenue Working Expenses (Net) 
i.e. after taking credit for recoveries 

856.63 

918.25 

953.02 

1148.37 

Appropriation to Depreciation Reserve Fund 
from Revenue , 

Appropriation to Pension Fund 

110.00 

16.00 

115.00 

16.00 

115.00 

16.00 

115.00 

16.00 

Net Miscellaneous Expenditure (including 

15.36 

17.48 

17.13 

18,90 

cost of Works charged to Revenue) 

Total 

997.99 

1066.73 

1101.15 

1298.27 

Net Railway Revenue 

Dividend to General Revenues 

Net Surplus (-j-)Shortfall (—) 

164.43 

161.51 

(+)2.92 

196.47 

172.61 

(+J23.86 

68.85 

168.60 

(--•>99.75 

128.88 
181.67 
f—>52.79 

Operating Ratio 

84.5% 

83.1% 

92.7% 

89.7% 
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to increase by Rs 34.77 crores 
over tfie original Budget. 

The implementation of the 
recommendations of Third 
Pay Commission, as accepted 
and liberalised by the govern¬ 
ment, and the grant of three 
increases in dearness allow¬ 
ance during the year are esti¬ 
mated to cost Rs 94.60 crores 
in 1973-74. While every effort 
is being made to disburse as 
much payment as possible, it 
is not possible to discharge the 
entire accrued liability before 
the close of the financial year. 
The government have decided 
to make ad hoc payment of 
Rs 150 to each C lass II and 
111 employee and Rs 100 to 
each Class IV employee who 
cannot be paid his full arrears 
in the current financial year. 

It is estimated that Rs 52.67 
crores will be disbursed during 
the current year, inclusive of 
the ad hoc payments, leaving 
a balance of Rs 41.93 crores as 
throw forward in the next year’s 
Budget. Considering that the 
Revised Fslimate of Working 
Expenses is only Rs 34.77 crores 


more than the original Budget 
whereas the liability for Pay 
Commission’s recommenda¬ 
tions is Rs 52 crores, the Rail¬ 
ways have absorbed nearly 
Rs 17 crores in the Working 
Expenses through various 
economy measures. 

The contribution to Depre¬ 
ciation Reserve Fund has been 
maintained at the Budget 
level of Rs J15 crores and 
to the Pension Fund at Rs 
16 crores. The dividend to 
General Revenues is expected 
to be less by Rs 4.01 crores 
due to lower level of capital 
expenditure during the year 
due to economy cut and more 
loss anticipated on the working 
of strategic lines. 

The Budget Estimates for 
1974-75 show a shortfall of 
52.79 crores. The Budget as¬ 
sumes an additional 25 million 
tonnes of revenue earning frei¬ 
ght traffic and an increase of 3 
per cent in passenger earnings. 
The revision of freight rates, 
and fares is estimated to bring 
in net additional revenue of 


Rl 136,38 crores; Rs 41.16 
crores under passenger; Rs 
7.00 crores under other coach¬ 
ing and Rs 88.22 crores under 
goods, With the** increases 
the gross traffic receipts are 
expected to be Rs 1427.15 
crores against the Revised 
Estimates of Rs 1170. (XI crores, 


Ordinary Working Expenses 
are estimated to be Rs 1148.37 
crores i.e. Rs 195.35 crores 
more than the Revised Esti¬ 
mates. The escalation in staff 
costs account for Rs 123.05 
crores, made up of Rs 99.12 
crores to cover payments to¬ 
wards implementation of Pay 
Commission’s recommenda¬ 
tions and full year effect of 3 
increases in dearness allow¬ 
ance sanctioned in 1973-74. 
This provision includes Rs 
41.93 crores as throwforwurd 
liability from the previous year 
and Rs 57.19 crores as addi¬ 
tional provision required for 
lull year’s effect in 1973-75. 
The total effect for 1974-75 
on account of implementation 
of Pay Commission’s recom- 


change to an 

Awco Battery 
and F0R6ET Battery trouble 


mendations is estimated to be 
Rs 109.86 crores. The other 
increases in staff costs are the 
net effect of annual increments 
(Rs 6.21 crores); implementa¬ 
tion of 10-hour duty schedule 
for loco running staff (Rs 4.00 
crores); full year effect of up- 
gradation of certain posts, ap¬ 
pointment of minimum addi¬ 
tional stall' in essential cate¬ 
gories (Rs 10.94 crores); more 
expenditure on contingency, 
overtime, running allowance, 
travelling allowance etc. (Rs 
1.01 crores). 'I lie staff amenities 



AMCO BATTERIES LIMITED 


account foi additional Rs 
0.46 crores on medical facili¬ 
ties, health and welfare etc. 
Provision has also been made 
for increased cost of repairs 
and maintenance of track, roll¬ 
ing slock, electrical and sig¬ 
nalling and telecommunica¬ 
tion assets amounting to Rs 
29.29 crores. The increase of 
Rs 40.78 crores under fuel is 
the minimum additional re¬ 
quirement to carry the projec¬ 
ted higher level of traffic and to 
provide for the possible higher 
cost of fuel. 


Unity Buildings, Bangalore-560002. 


The appropriation to De¬ 
preciation Reserve Fund has 
been maintained at Rs 115 


crores on the 

of the Railway Convention 
Committee, 1973, Rs If crores 
will be appropriated from re¬ 
venue to the Pension Fund. 
The Capital-at^charge lyould 
increase from Rs 3886.41 
crores in 1973-74 to Rs 4095.4 V 
crores in 1974-75* 


The dividend to General 
Revenues will be Rs 181*67 
crores against Rs 168,60 crores 
provided for in the Revised 
Estimates. 


A saving of Rs 13.5 crores is 
expected in Works expendi¬ 
ture. The annual Plan outlay 
of Railways, including Metro¬ 
politan Transport Projects, 
during 1973-74 would be Rs 
324.19 crores against Rs 
337.54 crores provided for in 
the original Budget. Of this 
reduced amount, Rs 166.80 ^ 
crores would be on Capital 
account, Rs 130,19 crores on 
renewals and replacements 
charged to Depreciation Re¬ 
serve Fund, Rs 20 crores on 
works chargeable lo Develop¬ 
ment Fund and Rs 7.24 crores 
on Open Line Works Revenue. 


For the first year of the Plan,, 
Railways have been allotted^ 
an outlay of Rs 368 crores, 
including Metropolitan Trans¬ 
port Projects, towards Plan 
investment to carry 217 mil¬ 
lion tonnes of originating 
freight traffic. The break-up 
of t his amount is Rs 227 crores 
under Capital, Rs 115 crores 
under Depreciation Reserve * 
Fund, Rs 18.50 crores under 
Development Fund and Rs 7.13 
crores under Open Line Works 
Revenue. 

Adjustments in Freights 
end Feres 


For the reasons explained 
in the Budget Speech of the 
Minister for Railways it has 
become imperative to make a 
major effort to raise resources. 
Therefore, revision and adjust¬ 
ments in the’ present level of 
freight on goods traffic and in 
the passenger fares have fid- 
come inescapable. The revised 
rates and fares will be effective 
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CASTABLES AND RAMMING MASSES 

Upto 96% AlaOa for 18()0°C for monolithic linings and 
quick repairs 

INSULATION BRICKS 

With bulk density as low as 0.5 to 1.1. gm/cc and high 
porosity for heat conservation and fuel economy 

INSULATING CASTABLES 

With bulk density as low as 1.2 gm/cc 

SILLIMANITE BRICKS 

For high temperature requirements 

ACID AND HEAT RESISTING 
BRICKS AND TILES 

For protection against chemical attacks 

SPECIAL REFRACTORIES 

For Electric Arc Steel Melting Furnaces 

HIGH TEMPERATURE FIRE CEMENTS, 
SILUMANITE MORTARS, INSULATION 
AND ACID RESISTING CEMENTS 

For leak-proof joints and real protection to refractory 
lining 

FIRE BRICKS IN ALL GRADES AND 
SHAPES 

With alumina 30% to 72% 

AISO 

S.W. PIPES AND FITTINGS, CALCIUM 
SILICATE, HYDRAULIC PRESSES AND 
CERAMIC MACHINERY 

Our ERECTION DIVISION undertakes refractory 
lining jobs and complete construction of furnaces. 

Manufacturers: 

A. N. SONS 

Selling Agents : 

CERAMICS & REFRACTORIES SALES 
CORPN. 

P.O. Amar Nagar, FARIDABAD-3 (Haryana) 

Phone : 825581 

Head Office ; P. O. lshwar Nagar, New Delhi-110025 
Phone ; 632272 & 631035 Telex : 031-2075 
Grams ; “BHASKARSONS” 


HAVE YOU TRIED 
OUR GIFT ITEMS 
TO PROMOTE 
YOUR SALES l 

We have a wide range of beautiful 
Whisky-'wine glasses & many other attractive 
give away items to suit your requirement 

SPECIALISTS IN SPECIALTIES FOR AIRLINES 

tfSB 

SAI SALES PRIVATE LTD 
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Sales Office: 

1/18-B, Asaf Ali Road, 
NEW DELHM10001. 


OUR EXPERIENCE—-YOUR BENEFIT 
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Take anything—a gorgsous ssri, a birthday caks 
or a packat of eigarsttss. New wrap it up with 
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was no wrapping at all. That's Kasophane at 
work—protecting and displaying I 
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From garments,textiles,furnishing fabrics, pharmaceuti¬ 
cals, cigarettes, biscuits, tea, coffee to fruits, gift items, 
and even 'agarbattfs’, Kasophane is the wonder vans* 
parent wrapping material that displays what it protects. 
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KESORAM RAYON, Calcutta 
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from 1-4-1974, except where 
otherwise decided. 

Freight Rates 

General Goods traffic (other 
than foodgrains and coal)— 
Revision of the Freight Structure . 

The immediate problem is 
the adjustment of the general 
rate level to the increased costs 
of operation brought about by 
rising costs of personnel, fuel, 
and other inputs. Further, our 
recent cost studies have shown 
t hat with the increasing distance 
the revenue curve tapers down 
more steeply than the cost curve 
and with the increased costs 
of operation the gap between 
costs and earnings, particularly 
in respect of major commodi¬ 
ties transported in bulk which 
form nearly 75% of the total 
traffic, has become wider and 
wider. Such a position coupled 
with the fact that the average 
lead of freight traffic has been 
continuing to register a steadily 
rising trend- increasing from 
561 kms. in 1960-61 to 691 kms. 
in 1972-73—has indicated a 
definite need for adjustment of 
ihc gradient of the “taper” 
in the telescopic rates for the 
medium and long hauls of tra¬ 
ffic. In other words, the cons¬ 
tituent elements of costs have 
undergone a radical change, 
with the result that the taper— 
the per tonne per kilometre 
charge decreasing or ‘tapering 1 
off as the distance increases— 
-has become more marked, 
thereby accentuating the excess 
of costs over receipts with the 
increasing distances. For exam¬ 
ple, transport of Jron Ore 
which was unremuncrative be¬ 
yond a distance of 1300 kms. 
on the broad gauge has become 
totally unremunerative at pre¬ 
sent on account of the increased 
costs of operation. Similarly, 
transport of coal was remunera- 
live up to a distance of 1100 
kms., but the existing freight 
rate on this commodity does 
not cover the cost of haulage 
at any distance during 1973-74. 
The loss in the transport of 
low rated freight traffic has 
according to latest assessment, 
risen to nearly Rs, 115 crores in 
1973-74. To remedy this trend 
jt has become necessary not 
only to introduce increase in 
the freight rates but also to 


adjust the taper suitably in res¬ 
pect of rates applicable to. long¬ 
er hauls. Keeping the above 
factors in view, a revised 
freight structure has been evolv¬ 
ed, without disturbing the 
classification of goods. Jt has 
also been ensured that there are 
no violent departures from the 
existing levels at any of the 
leads for all classes. Broadly, 
the new freight structure would 
imply an increase ranging from 
about 5% at the lead of 40 
kms. to about 11 % at a lead of 
3000 kms. 

As in the present freight 
structure, there will be a base 
scale and the rates for the com¬ 
modities will be derived from 
the base scale—the commodi¬ 
ties being accommodated as at 
present in one of the 29 classes 
both for wagon loads and 
smalls. The base scale will be 
worked out on the following 
basis: 


Distance 

Paisc per 

(Kilometres) 

kilometre 


per quintal 


plus 

1 - 

-40 

3.26 

plus 

41 

100 

1.82 

plus 

101- 

-250 

1.31 

plus 

251- 

-500 

1.14 

plus 

501- 

-800 

1.07 

plus 

801“ 

-1200 

■ 1.01 

plus 

1201“ 

-1800 

0.90 

plus 

1801“ 

-2400 

0.68 

plus : 

2401- 

-3000 

0.45 

plus 

3001 and over 

0.28 


The rates will be calculated 
for the following blocks of 
distances, the highest kilo¬ 
metre of each distance block 
being taken for the purpose of 
calculating the rates for that 
distance block. 

(Kilometres) 


1—40 One block. 

41—250 5 kms. block. 

251—800 10 kms. block. 

801-2400 25 kms. block. 

Beyond 2400 50 kms. block. 


The rates for various classes 
will be derived from the above 
Base Scale by taking the class 
No. as a percentage of the base 
rate for each distance and then 
adding the following amount 


per quintal with each basic signments. This will he conti” 
class ratenued. 


At Distance 

Amount to 

(Kilometres) 

beadded to 
each rate 
per quintal 


Puise 

J--100 

21 

101 “.150 

22 

151-250 

23 

251 “-350 

25 

351—500 

27 

501-800 

28 

801 and above 

29 


Annexure 1 shows the rates 
for the various classes for wa¬ 
gon loads at the existing and 
proposed basis for certain 
representative distances. Some 
of the important commodities 
falling under the various class 
levels (wagon loads) arc also 
mentioned in the same slate- 
men t. 

Under the existing rules an 
additional surcharge of 20% 
over the “smalls class levels” 
is levied on very small con- 


Foodgrains (including pluses) 

There will be no change in 
the freight rales for foodgrain* 
and pulses. 

Coal and Hard Coke 

At present the tariff for coal 
is outside the framework of the 
general freight structure and is 
highly concessional. Having re¬ 
gard to the increase in staff 
costs and prices of materials, 
it has become unavoidable to 
increase the level of coal rates. 
At the existing freight level, 
the loss on coal during 1974- 
75 would amount to nearly 
Rs. 37.67 crores. Being stable 
traffic of considerable propor¬ 
tions, it is necessary that the 
freight rales for coal are such 
that at least the costs arc cove¬ 
red. It is, therefore, proposed 
to bring the rates lor coal in 
alignment with (he current costs, 
and within the framework of 
the standard freight structure. 
The existing special scale of 
charges for coal in wagon¬ 
loads will be replaced by the 
class level at 37,5 in the propos- 
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MALCO MEANS MOKE ALUMINIUM 


THE MADRAS ALUMINIUM CO. LTD., Coimba^ 
tore, operate an integrated Aluminium Plant at Mettur" 
Dam with the technical and financial collaboration of 
Messrs Montecatini-Edison, Italy. 

MALCO arc one of the primary Aluminium producers 
in the country and are at present manufacturing Ingots, 
Slabs, Wire Bars, Alloys and Proper/i Redraw Rods. 

MALCO have now embarked on an ambitious ex¬ 
pansion programme to raise their annual output to 25,000 
tonnes eventually. Facilities are being created to produce 
^ rolled products and extrusions, too. 


MM 
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MALCO 


THE MADRAS ALUMINIUM 
CO. LTD. 

Rcgd. Office : “JAYALAKSHMI" 
Race Course, Coimbatorc-18. 
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cd structure. The minimum 
charge of Rs. 7.25 per tonne 
will be' increased to Rs. 7.50 
per tonne. 

At present the rates for hard 
coke are fixed at 10% higher 
than the corresponding rates 
for coni. With the bringing of 
the coal rates to class 37.5. the 
level of hard coke will be fixed 
at class 42.5 for wagon-loads. 
The minimum charge of Rs X 
per tonne will be increased to 
Rs 8.30'per tonne. 

The existing and the propos¬ 
ed rates for coal and hard coke 
tor certain representative dis'- 
lanccs arc shown in Annexuro 
1! 

I he liaffic m livestock is at 
present charged at special scale 
of rates on a per wagon plus 
per extra animal bust*. The exist¬ 
ing special scale -of rates will 
continue as at present. How¬ 
ever, the supplementary charge 
of 4 )"/, which is being levied on 
such liaffic will be increased to 
20 %. 

Transhipment < barge\ 

In v iew oft he increased e< *st* 
at transhipment points, it is 


proposed to enhance the rates 
as under : 

paisc<per 

quintal 

Exist- Pro- 
ing posed 

(1) On traffic 
chargeable at 
carrying capa¬ 
city of wagons- • 

(a) Dangerous 

goods 12 30 

(b) Non-danger- 

ous goods ,10 .25 

(2) On all other 
traffic, i c. wa¬ 
gon-load traffic 
chargeable at 
any minimum 
weight other 
than carrying 
capacity, as well 
as sniglls • 

Ui) Dangerous 

goods 20 50 

(M Non-da nger- 

ons goods 12 30 

(3) Special charge 

on liquids in 
bulk involving 
transhipment 12 30 



SOLVE YOUR CONSTRUCTION 
PROBLEMS THE MODERN WAY 



B , HINDUSTAN 

HOUSING factory ltd. 

CTU 0t ,N0,A UNDERTAKING) 

iS 1 *' OELHI'110014 

IT rilEPHONF 6302?.$. 630469 
gram ■ •mrrAB' 


HHF, the Pioneers of Prefabrication In constru¬ 
ction field supply quality readymade building 
components for erecting entire buildings 
Standardised elements of reinforced concrete or 
prestressed concrete for roofiftg. flooring, walling 
and Lightweight "Vayutart" cellular concrete pre¬ 
cast blocks for partitions or thermal insulation 
and Vayotftn reinforced roofing tlabs or louvres 
ere also supplied. 

The Factory's Wood Work department designs 
end manufacture* Furniture end allied wood work 
for doors, windows end undertakes Exhibition 
Works and other Interior decoration Jobs. 

All these save time es well at costs in the con¬ 
struction of Houses, Offices. Factories etc. 
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Transhipmstvt^barge for cbftl 
will be raised from 6p <paise 
p$r. tonne to Rs. 1/50 per 
tonne. 

Parcels and Luggage Traffic 1 , 

'The current scales of charges 
for coaching (parcels) traffic 
came into force with effect 
from 1*4-1970. With effect 
from 15-4-J972, a supplement¬ 
ary charge of 5% on such tra¬ 
ffic including luggage as well 
as miscellaneous coaching tra¬ 
ffic (other than passengers) jf> 
being levied. It is now proposed 
to enhance the supplementary 
charge from 5% to 15%. How¬ 
ever, vegetables, fruits and 
milk will he exempt from the 
proposed increase. 

Passenger fares 

For the reasons explained in 
the Budget Speech, it is pro¬ 
posed to make adjustments in 
the passenger fares as follows: 

Single-Journey tickets 

A ir-condi tinned elas s : 

The fares will be brought 
closer to the corresponding air 
fares and accordingly the pro¬ 
posed increases in fores pc?r 
ticket will be as given below:- 



Proposed, 
increase in 
lares per 
ticket. 

Distance zone 

Rs. 

(Kilometres) 

* 

1 50 

15.00 

51 4C0 

21.00 

401 —500 

35.00 

501 -750 

50.00 

751- -950 

65 00 

951 - 1 i0() 

77.00 

1101 1250 

90.00 

1251 -1400 

110.00 

1401— 1500 

135.00 

1501- 1750 

150.00 

Bevond 1750 

160.00 


Fares for Rujdhuni Expresses 

The fares for travel by the 
Rajdhuni Expresses will also 
be increased. The existingfare 
of Rs 379 per ticket between 
New Delhi and Howrah will be 
increased to Rs 520 per ticket. 
Similarly, in respect of travel 


between New Pelhiand Bpm 
bay Central the existing fare 
of Rs 349 will be increased Hf 
R$ 465 per ticket. 

For travel by AirTCopditipii- 
ed Chair Car by* Rajdhaht 
Express between New Delhi 
and Calcutta the proposed.fare 
will be Rs (48 per ticket 
against the existing fate,of 
Rs 124.10. For travel betweep 
New Delhi and Bombay Cen¬ 
tral the Air-conditioned Chair 
Car fare will be Rs 144 per 
ticket replacing the existing 
fare of Rs 120.10. On a simitar 
basis. the fares for travel to 
and, from intermediate points 
which arc at present open for 
booking will be. revised. The 
existing and proposed fares for 
Ra jdhani Expresses are shown 
in Annexurc IV. 

First Class and AX'. Chair Car 

In respect of travel by First 
class and A.C. Chair Car, the 
increases inclusive of the sur¬ 
charge recently imposed with 
effect from I-M974, will range 
from a minimum of Rs 2 to a 
maximum of Rs 16 per ticket. 
The proposed increase in the 
fares i nciusivc of surcharge, per 
ticket will be as given below:, 

Proposed increase in fares per 
ticket 


Distance 

First 

A.C. 

zone 


class 

C-haii 




<’ar 

Kilor. 

ictres 

(in 

Rs.) 

1 

-25 

1.50 

1.90. 

26- 

-49 

2.50 

2.90 

50- 

-80 

3.50 

3.90 

81 - 

-250 

4.50. 

4:90 

251 

-500 

5.50 

5;90 

501- 

-800 

6 50 

6.90 

801 

-1000 

8.50 

8.90 

1001- 

-1500 

10.50 

10.$0 

1501- 

•2000 

12.50 

12.96 

Beyond 2000 

15.50 

15.90 


N.B. In the case of Fit st Class, 

i.1. . - __ 1_ - __ *n 

be increased' from Rs 
7.00 to Rs 10.00 for tra¬ 
vel in Mail/Express. 

Third class Mail, and Express 

At presert as many as jo®' 
of the passengers by Mail and 
Express trains travel within a 
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distance zone of 50 kms. This 
is partly attributive to the fares 
up to 50 kms. being very low, 
the minimum fare being as low 
as 25 paisc. In order to reduce 
this overcrowding and incon¬ 
venience to long distance pas¬ 
sengers for whom the Mail and 
Express trains are primarily in¬ 
tended, ii is proposed to revise 
the very low fares for these 
trains up to 50 kms., raising the 
minimum fare from 25 paise to 
50 paise. The proposed fares 
lor distances up to 50 kms. as 
compared to the existing fares 
are shown in Annexure 1H 
From 50 kms. onwards the in¬ 
crease in fares per ticket will 
be 50 paise and will gradually 
increase with the distance tra¬ 
velled, the maximum increase 
per ticket being Rs 8 for dis¬ 
tances beyond 3000 kms. as 
shown in the table below: — 


Proposed 
increase in 
fares per 
ticket 


Distance /one 


kms. 


Rs. 

I- -25] 

Will be repl 

> 

by 

a sepa 

26- -49/ 


tabic 

50 -80 


0.50 

81 -100 


0.65 

101 250 


0.90 

251- 500 


1.25 

501-800 


2.00 

801- 1000 


3.00 

1001- 1500 


4. CO 

1501—2000 


5.00 

2001—2500 


6.00 

2501-3000 


7.00 

Beyond 3000 kms. 

8.00 


Third Class Ordinary 

There will be an increase of 
only 5 paise per ticket up to a 
distance of 25 kms. and 10 
paise between 26 and 49 kms. 
Then there will be modest in¬ 
creases on a graduated basis, 
depending upon the distance, 
the maximum increase per ticket 


being Re 1 only 

as shown in 

the table below:- 

— 


Proposed 
increase in 

Distance Zone 

fares per 

kms. 

ticket 


Rs. P. 

1 —25 

0.05 

26-49 

0.10 

50 -80 

0.25 

81—100 

0.35 

101 - 250 

0.50 

251 -500 

0.60 

501-800 

0.70 

801-1000 

0.80 

1001-1500 

0.90 

Beyond 1500 

1.00 


The proposed fares for cer¬ 
tain distances and between 
sonic important pairs of sta¬ 
tions in respect oT all classes of 
travel arc compared with the 
existing fares in Anncxures V 
and VI. 

Season Tickets 
There will be no revision in 
the fares for season tickets. 
Miscellaneous 

(i) Reservation charges 

It is proposed to revise the 
reservation charges on passen¬ 
ger booking as follows: — 

Third class 
Ordinary and 
Mail No change. 

A.C\ Chair 

Car From Re 0.50 

to Re. J 

First class From Re to 

Rs 2. 

A.C. class From Re 1 to 

Rs 5. 

Third class sleeper charges 

(ii) The charges will be revis¬ 
ed as follows:- * 

(Rs) 

First For every 
night subsequ¬ 
ent night 

3-tier 

Existing 4.00 1 .(>0 

Proposed 5.00 3.00 

2-tier 

Existing 4.00 4.00 

Proposed 5.00 5.00 

Platform tickets 

(iii) The charge for a plat¬ 
form ticket will be increased 
from 25 paise to 50 paisc. 



BASAL TOOL Co. Pvt. Ltd 

Now Offe r*> Matchless Quality 
Small Cutting Tools 
First As Usual & 

First In Punjab To Instal 
Sophisticated German Make 

Ground Form Relieved Gear Cutters 
Hob Cutters & Taps . a Speciality 
Ask For B.T.C Tools S be Satisfied 
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Bank of Montreal, 

die First Canadian Bank, 

announces the 
opening of India’s 
first Canadian bank office. 


Our Representative office in New Delhi will serve all India, 
Bangladesh, Sri Lanka, Nepal, Sikkim and Bhutan. 

Bank of Montreal specializes in financing (over $14 4 
billion in assets). And is a bank of international scope, with 
over 1,200 branches, offices and representatives in Canada 
and the major financial capitals of the world. 

Ready to serve you nationally—and multinationally. 



The First Canadian Bank 

Bank of Montreal 


V. C. Vijayn Raghavan, Senior Representative, 

Bank of Mon l real, Ashoka Hotel-Suite 2 U, Now Delhi, 
rhone: *7-0101. 
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Distance 


Air-conditioned Class 
fare 


First Gass 
fare 


Air conditioned 
Chair Car fare 


Kms. 

5 

15 

25 

50 

80 

100 

200 

300 

400 

500 

600 

800 

1000 

1200 

1400 

1600 

2000 

2400 

2800 

3200 

3600 

4000 


Rs. 
19.00 
19.00 
21.00 
21.00 
28.00 
32 00 
55.00 
81.00 
103. CO 
125.00 
150 00 
186 00 
223 00 
263 00 
300 00 
337.00 
403.00 
469 00 
535 00 
601.00 
667.00 
733.00 


3 

4 

5 

6 

7 

8 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs.^ 

34.00 

2.50 

4.00* 

5.60 

7.50 

0.25 

34.00 

3.50 

5.00* 

5.60 

7.50 

0.60 

36 00 

5.50 

7.00* 

7.10 

9.00 

1 15 

36 00 

9.50 

13.00 

7.10 

11.00 

2.10 

49.00 

14.50 

18.00 

10.60 

14.50 

3.25 

53.00 

16.50 

21.00 

12.10 

17.00 

3.85 

76.00 

27.50 

32.00 

19.60 

24.50 

7.30 

102.00 

40.50 

46.00 

27.60 

33.50 

10.85 

124 00 

50.50 

56.00 

35.10 

41.00 

14.10 

160.00 

60.50 

66 00 

42.10 

48.00 

17.50 

200.CO 

73.50 

80 00 

49.60 

56.50 

20.50 

251.00 

90.50 

97.00 

59.60 

66.50 

26.15 


Third Class Mail Third Class Ordinary 
or Express fare fare 

iting Proposed Existing Proposed 

8" V' 


300 00 
353.00 
410.00 
487.00 
563 00 
629.00 
695 QO 
761.00 
827.00 
893.00 


106.50 

125.50 

142.50 

159.50 

186.50 

212.50 

239.50 

265.50 

291.50 

318.50 


115.00 

136.00 

153.00 

172.00 

199.00 

228.00 

255.00 

281.00 

307.00 

334.00 


69.60 

79.60 

89.60 
99.10 

115.10 

131.10 

147.10 

163.10 

178.60 

194.60 


78.50 

90.50 

100.50 
112.00 
128.00 
147.00 
163.00 
179.00 

194.50 

210.50 


30.70 

35.55 

39.90 

44.00 

51.80 
59.40 

66.80 
74.20 
81.60 
89.00 


Rs. 

0.50 

0.85 

1.55 

2.60 

3.75 

4.50 

8.20 

12.10 

15.35 

18.75 

22.50 

28.15 

33.70 

39.55 

43.90 

49.00 

56.80 
65.40 

73.80 
82.20 
69.60 
97.00 


Rs. 
0.25 
0.45 
0 80 
1.35 
2.50 
2.90 
5.70 
8.40 
10.85 

13.35 
15.45 

19.75 

23.35 
26.95 

30.35 

33.75 

40.50 
47 30 
54.10 
60.90 
67.70 

74.50 


*1 or lruvclMail or ^Prcss trains in First class, the minimum charge'or Rupees Ten per pas'senger'wiii apply. 

Annkxuri; VI 

___ Existing and P roposed Passenger Fares between Specific Pairs of Stations 


Rs. 

0.30 

0.50 

0.85 

1.60 

2.75 

3.25 

6.20 

9.00 

11.45 
13.95 

16.15 

20.45 

24.15 
27.85 
31.25 
34.75 

41.50 
48.30 
55.10 
61.90 
68.70 

75.50 


Pairs of stations. 


I. Bangalore- Mysore 
New Delhi—Agra Cantt 
t. Delhi -Chandigarh 
1. Delhi -Jaipur 
>. Madras -Bangalore 
>. Delhi --Kanpur 
r . Howrah Patna 
!. New Delhi- Allahabad 
'. Howrah- -Varanasi 
. New Delhi -Bhopal 
. Madras Secunderabad 
. Delhi -Ahmcdabad 
. Delhi -Patna 
. New Delhi Nagpur | 
. Bombay Bangalore 
, Bombay -Madras 
. New Delhi- ■ Bombay 
. Delhi Howrah 
, Howrah - Madras 
. N. Delhi Secunderabad 
. N. Delhi--Bhubaneswar 
New Delhi—Gauhali 
Bombay - -Howru h 
New Delhi - Madras 
New Delhi—Bangalore 


Air-conditioned 

Class 


First Class 


Air-conditioned 
Chair Car 


(1.39 kms.) 
1(195 km.s.) 
(266 kms.) 
(308 kms.) 
(358 kms.) 
(435 kms.) 
(533 kms.) 
(631 kms.) 
(678 kms.) 
(701 km.s.) 
(781 kms.) 
(934 kms.) 
(988 kms.) 
(1090 kms.) 
(1114 kms.) 
(1283 kms.) 
(1384 kms.) 
(1437 kms.) 
(1661 kms.) 

I (1666 kms.) 
(1795 kms ) 
(1923 kms.) 
(I968.kins.) 
(2185 kins.) 
(2544 kms.) 


Exis¬ 

ting 

Rs. 
42.00 
54.00 
74.00 
83.00 
94.00 
110.00 
136.00 
157.00 
165.00 
170 00 
184.00 
210 00 
220 00 
243.00 
248.00 
279 00 
296 00 
306 00 
349 00 
349.00 
370.00 
392.00 
399.00 
435.00 
494.00 


Rs. 
63.00 
75.00 
95.00 
104 00 
115.00 
145.00 
186.00 
207.00 
215.00 
220.00 
249.00 
275.00 
297.00 
320.00 
338.00 
389 00 
406.00 
441.90 
499.60 
499.00 
530.00 
552.00 
559.00 
595.00 
654.00 


Rs. 

21.50 

27.50 

36.50 

41.50 

46.50 

54.50 

66.50 

76.50 

80.50 

81.50 

88.50 

101.50 

106.50 

116.50 

118.50 

132.50 

141.50 

145.50 

165.50 

165.50 

173.50 

181.50 

184.50 

198.50 

222.50 


Pro¬ 

Exis¬ 

’ Pro-" 

posed 

ting 

posed 

Rs. 

Rs. 

Rs, 

26.00 

15.60 

20.50 

32 00 

19.60 

24.50 

42.00 

25.60 

31.50 

47.00 

28.60 

34.-50 

52.00 

32.10 

38.00 

60.00 

37.10 

43.00 

73.00 

45.60 

52.50 

83.00 

52.10 

59.00 

87.00 

54.10 

61.00 

88.00 

55.10 

62.00 

95.00 

59.10 

66.00 

IJ0 00 

66.10 

75. CO 

115 00 

60.10 

78 00 

127 00 

74.60 

85.50 

129 00 

75.60 

86.50 

143.00 

84.10 

95.00 

152.00 

89.10 

100.00 

156.00 

91.10 

102.00 

177.00 

102.60 

115.50 

177.00 

102.60 

115.50 

186.00 

107.60 

120.50 

194.00 

112.60 

125.50 

197.00 

114.10 

127.00 

214.00 

123.10 

139.00 

238.CO 

137.10 

153.00 


Third Hass Mail 
or Express 


Third Class 
Ordinary 


Exis¬ 

Pro¬ 

Exis¬ 

ting 

posed 

ting 

Rs. 

Ks. 

r7. 

5.25 

6.15 

4.05 

7.20 

8.10 

5.55 

9.95 

11.20 

7.65 

11.40 

12.65 

8.65 

12.85 

14.10 

9.85 

15.35 

16.60 

11.75 

18.90 

20.90 

14.10 

21.70 

23.70. 

16.20 

22.85 

24.85 

17.30 

23.70 

25.70 

17.85 

25.75 

25.75 

19.40 

29.35 • 

32.35 

22.25 

30.55 

33.55 

23.15 

33.10 

37.10 

24.95 

33.80 

37.80 

25.40 

37.45 

41.45 

28.40 

39.60 

436.0 

30.10 

40.85 

44.85 

34.00 

45.35 

50.35 

34.90 

45.35 

50.35 

34.90 

47.90 

52.90 

37.10 

50.50 

55.50 

39.30 

51.20 

56.20 

40.00 

55.50 

61.50 

43.75 

62.15 

69.15 

49.85 


Rs. 

4.55 

6.05 

8.25 

9.25 
10.45 

12.35 
14 .80 
16.90 
18.00 
18.55 
20.10 
23.05 
23.95 

25.85 

26.35 

29.30 
31.00 

31.90 

35.90 
35.90 
38.10 

44.30 
41.00 
44.75 

50.85 
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Ug ituu rrujivftcu ahus iut cinii/ouii 
C oke and Hard Coke for Certain Distances in Wagon Loads 

(Rates per tonne in rupees) 


Existing and Proposed Third Class Mail/Kxprcss and Ordinary 
Fares for Journeys upto 50 Kilometres 


Distance in 

Coal/Soft Coke 

Hard Coke 

Kilometres 

Existing 

rales 

(Spl. scale) 

Proposed 

rates* 

(37.5) 

Existing 

rates 

(Spl. Scale) 

Proposed 

rates* 

(42.5) 

40 

7.25 

7.50 

8,00 

8.30 

100 

9.50 

11.10 

10.45 

12.30 

200 

13.20 

16.20 

14.55 

18.10 

300 

16.65 

21.00 

18.35 

23.50 

500 

23.25 

29.70 

25. ti() 

33.30 

750 

31.50 

39.90 

34.65 

44.80 

1000 

38,60 

49.60 

42.50 

55.80 

1500 

50.70 

67.30 

55.80 

75.80 

2000 

61.60 

82.50 

67. SO 

93.10 

2500 

71.10 

94.40 

78.30 

UK). 60 


♦Subject to minimum charges of Rs. 7.50 per tonne in respeel 
of Coal/Soft Coke and Rs 8.30 per tonne in respeel of Hard Coke. 

ANNIiXIIRL IV 

Fares for Rajdhani Expresses 


Pairs or points 

Existing 

Proposed 


Rs. 

Rs. 

New Delhi -Howrah (1441) 



A.C. Class. 

379.00 

520.00 

A.C. Chair Car 

124.10 

148.00 

New Delhi—Mughaisarai (782) 

A.C. Class 

225.00 

295.00 

A.C. Cnair Car 

78 60 

95 00 

Howrah— Mughaisarai (661) 

A.C. Class 

198.00 

255.00 

A.C. Chair Cai 

71.10 

87.00 

New Delhi - ■ Kanpur Central (439) 

A.C 1 . Chair Car 

51.10 

67.00 

Howrah—Kanpur Central (1002) 

A.C. Chair Car 

93.10 

117.00 

Ex. Dhanbad to Howrah (259) 

A.C. Chair Car 

33.10 

47.00 

Ex. Dhanbad to New Delhi (1182) 

A.C. Chair Car 

106.10 

130.00 

New Delhi—Bombay Central (1384) 

A.C. Class. 

349.00 

465.00 

A.C. Chair Car 

120.10 

144.00 

New Delhi—Vadodara (993) 

A.C. Chair Car 

92.10 

112.C0 

Bombay Central—Vadodara (392) 

A.C. Chair Car 

48.10 

62.00 
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(in Rs.) 

Distance in Third Class Ordinary Third Class Mail or 

Kilometres Express 



Existing 

Proposed 

Existing 

PjOpOSCli 

1 

0.25 

0 30 

0.25 

0.50 

2 

0.25 

0.30 

0.25 

0.50 

3 

0.25 

0 30 

0 2*5 

0.50 

4 

0.25 

0 30 

0.25 

0.50 

5 

0.25 

0.30 

0.25 

0.30 

6 

0 25 

0.30 

0.25 

0.50 

7 

0.30 

0.35 

0.35 

0.60 

8 

0.30 

0.35 

0.35 

0.60 

9 

0.30 

0.35 

0.40 

0.65 

10 

0.35 

0.40 

0.45 

0.70 

Jt 

0.35 

0.40 

0.50 

0.75 

12 

0.35 

0.40 

0.50 

0.75 

13 

0.40 

0.45 

0.55 

0.80 

14 

0.45 

0.50 

0.55 

0.80 

15 

0.45 

0.50 

0.60 

0.85 

16 

0.55 

0.60 

0.75 

.00 

17 

0.55 

0.60 

0.75 

.00 

18 

0.55 

0.60 

0.80 

.05 

19 

0.60 

0.65 

0.85 

.15 

20 

0.60 

0.65 

0.85 

.15 

21 

0.65 

0.70 

0.95 

.30 

22 

0.70 

0.75 

1.05 

.40 

23 

0.75 

0.80 

1.10 

.45 

24 

0.75 

0.80 

no 

.50 

25 

0.80 

0 85 

1.15 

.55 

26 

0.80 

0 90 

1.25 

.65 

27 

0.85 

0.95 

1.30 

.70 

28 

0.85 

0.95 

1.30 

.75 

29 

0.90 

00 

1.40 

.85 

30 

0.90 

00 

1 40 

.85 

31 

0.95 

05 

1.50 

.95 

32 

.00 

iO 

1.50 

.95 

33 

.00 

10 

1 55 

2.00 

34 

.00 

10 

1.55 

2.00 

35 

.05 

1.15 

1.65 

2.10 

36 

.05 

.15 

1.65 

2.10 

37 

.15 

.25 

1.70 

2.15 

38 

.15 

25 

1.70 

2.15 

39 

. 15 

.25 

1.75 

2.20 

40 

.20 

.30 

1.75 

2.20 

41 

.20 

.30 

1.80 

2.25 

42 

.20 

.30 

1.80 

2.25 

43 

.25 

.35 

1.85 

2.30 

44 

.25 

.15 

1.85 

2.30 

45 

.30 

.40 

1.90 

2.35 

46 

.30 

.40 

1.90 

2.35 

47 

.30 

.40 

1.95 

2.40 

48 

.35 

.45 

1.95 

2,40 

49 

.35 

.45 

2.10 

2.55 

50 

.35 

.(>0 

2.10 

2.60 
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(Rates per quintal in rupees) 


Classification 


Distance (Kilomt 

itres) 

70 

75 

80 

82.5 

85 

87.5 

95 

Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

100 

1.80 

1.89 

1.91 

2.0t 

2.02 

2.13 

2.08 

2.19 

2.14 

2.25 

2.20 

2.31 

2.37 

2.49 

200 

2.67 

2.83 

2.85 

3.01 

3.02 

3.20 

3.11 

3.29 

3.20 

3.38 

3.29 

3.48 

3.55 

3.75 

300 

3.48 

3.70 

3.71 

3.95 

3.94 

4.19 

4.06 

4.32 

4.18 

4.44 

4.30 

4.56 

4.65 

4.93 

500 

4.95 

5.32 

5.29 

5.68 

5.62 

6.04 

5.79 

6.22 

5.96 

6.40 

6.13 

6.58 

6.64 

7.12 

750 

6.66 

7.20 

7.12 

7.70 

7.58 

8.19 

7.81 

8.44 

8.05 

8.69 

8.28 

8.93 

8.97 

9.68 

1000 

8.26 

9.00 

8.84 

9.62 

9.42 

10.24 

9.70 

10.55 

9.99 

10.86 

10.28 

11.18 

11,14 

12.11 

1500 

11.20 

12.30 

11.99 

13.16 

12.78 

14.02 

13.17 

14.45 

13.56 

14.88 

13.96 

15.31 

15.13 

16.59 

2000 

13.72 

15.14 

14.69 

16.21 

15.66 

17.27 

16.14 

17.80 

16.62 

18.33 

17.11 

18.86 

18.55 

20.45 

2500 

15.68 

17.36 

16.79 

18.58 

17.90 

J9.80 

18.45 

20.31 

19.00 

21.02 

19.56 

11.63 

21.21 

23.46 

Commodities 

Iron or Steel, 

Paints and 

Aluminium 

Iron or Steel 

Bell metal 

Motor tractors Industrial 


Divn. ‘B’- • 

Varnish— 

sheets or rods. 

Division ‘A’ — 

(kansa) ingots, Cotton raw 

alcohol. 


Bars, Bolls or 

non-dangcrous, Containers 

Cables chain 

sheets or slabs, (full pressed). 

Tinned ware. 


Nuts, 


Aluminium 

tinned un- 

& wire. Cast- 

Drugs, crude 

Handiooni 




Fabricated 

ingots and 

assembled 

ings, Screws, 

or raw. 

products, not 




structural 

slabs. 


parts of. 

Tyres etc. 

Fibres 


press-packed. 




steel work, 
Plates etc. 
Jute, full- 
pressed. 


machine- 
pressed. 
Jute half 
pressed. 
Gunnies. 


Annexuri; 1—ContJ. 


Classification 

Distance 

(Kilometres) >00 105 110 115 120 130 



Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

too 

2.48 

2.61 

2.59 

2.73 

2.71 

2.85 

2.82 

2.97 

2.94 

3.09 

3.16 

3.33 

200 

3.73 

3.94 

3.91 

4.13 

4.08 

4.31 

4.26 

4.50 

4.44 

4.68 

4.79 

5.05 

300 

4.88 

5.18 

5.11 

5.43 

5.35 

5.67 

5.58 

5.92 

5.82 

6.17 

6.28 

6.66 

500 

6.98 

7.48 

7.32 

7.84 

7.66 

8.20 

8.00 

8.56 

8.34 

8.92 

9.01 

9.64 

750 

9.43 

10.17 

9.89 

10.66 

10.35 

(1.16 

10.81 

11.65 

11.28 

12.15 

12.20 

13.14 

1000 

11.72 

12.73 

12.30 

13.35 

12.87 

13.97 

13.45 

14.60 

14.02 

15.22 

15.18 

16.46 

1500 

15.92 

17.45 

16.71 

18.31 

17.49 

19.17 

18.28 

20.02 

19.06 

20.88 

20.64 

22.60 

2000 

19.52 

21.51 

20.49 

22.57 

21.45 

23.63 

22.42 

24.69 

23.38 

27.75 

25.32 

27.88 

2500 

22.32 

24.68 

23.43 

25.90 

24.53 

27.12 

25.64 

28.34 

26.74 

29.56 

28.96 

32.00 

Commodities 

Boots. 


Mineral Oils, 

Household 

Cotton (raw) 

Motor vehicles. 

Glass silk or 


Bicycles. dangerous— effects. loose, Auto-rickshaw. wool. 

Electrical Aviation spirit, Furniture, Matches, safety. Refrigerator, 

appliances Petrol etc. Aluminium Thermocolc. 


and fittings— 


wares. 


Division ‘A*— 


Electric bells, 
Electric fans. 
Electric bulbs etc. 
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< Rales per quintal in rupees) 


( lassificalion 



“ n "* r 



* **■ "' 

“ -***” * 


- --— 

,—....—* 

——. 


, .. —... ... 



Distance (Kilometres) 32 

.5 


35 

si 

P; i 
i 

i 


40 

42.5 

45 

47.5 


Lx i s- 

Pro- 

Exis- 

Pro- 

Exis- 

Pro- 

Exis- 

Pro- 

Exis- 

Pro- 

Exis- Pro- 

Exis- 

Pro- 


ting 

posed 

ling 

posed 

ting 

posed 

ting 

posed 

ting 

posed 

ting posed 

ting 

posed 

100 

0.94 

0.99 

1,00 

1.05 

1.06 

Ml 

1.11 

1.17 

1.17 

1.23 

1.23 1.29 

1.28 

1.35 

200 

1.35 

i .44 

1.44 

1.53 

1.52 

1.62 

1 .61 

1.71 

1.70 

1.81 

1.79 1.90 

1.88 

1.99 

300 

1.72 

1.85 

1.84 

1.98 

1.96 

2.10 

2.07 

2.22 

2.19 

2.35 

2.31 2.47 

2.42 

2.59 

500 

2.40 

2.61 

2.57 

2.79 

2.74 

2.97 

2.91 

3.15 

3.08 

3.33 

3.25 3.51 

3.42 

3.69 

750 

3.20 

3.49 

3.43 

3.74 

3.66 

3.99 

3.89 

4.24 

4.12 

4.48 

4.35 4.73 

4.58 

4.98 

tooo 

3.94 

4.33 

4.23 

4.64 

4.52 

4.96 

4.81 

5.27 

5.10 

5.58 

5.38 5.89 

5.67 

6.20 

1500 

5.31 

5 87 

5.70 

6.30 

6.10 

6.73 

6.49 

7.15 

6.88 

7.58 

7.27 8.01 

7.67 

8.44 

2000 

6,48 

7.19 

6,96 

7.72 

7.45 

8.25 

7.93 

8.78 

8.41 

9.31 

8.89 9.84 

9.38 

10.37 

2500 

7.39 

8.22 

7.94 

8.83 

8.50 

9.44 

9.05 

10.05 

9.60 

10.66 

10.15 11.27 

10.71 

11.88 

Commodities 

OilCake. 

Bonemeal, 

Firewood, 

Sugarcane. 

Iron ore (other 

Chemical 

Bamboos. 


Organic 


Animal meal. 

Charcoal fuel. 

Iron Ore for 

than export). 

manures 

Caustic soda. 


manures. 



China day. 

export, Salt. 

Limestone, 

Divn.‘B’- 

Soda ash, 


Tiles, (common 
roofing). 


Anni-xuri: I —ConttL 


Manganese 
ore for export. 
Stones. 


ammonia, 

(ii) Nitrate ol* 
ammonia, 

(lii) Superphos 
phate etc. 


Vegetables. 


Distance (KJIomct res) — 


50 


52.5 


Classification 

57.5 60 62.5 65 67.5 



Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

Exis- Pro- 
ting posed 

Exis- Pro- 
ting posed 

Exis¬ 

ting 

Pro¬ 

posed 

Exis¬ 

ting 

Pro¬ 

posed 

100 

1 34 

1.41 

1.40 

1.47 

1.51 

1.59 

1.57 1.65 

1.63 1.71 

1.68 

1.77 

1.74 

1.83 

200 

1.97 

2.09 

2.05 

2.18 

2.23 

2.36 

2.32 2.46 

2.41 2.55 

2.49 

2.64 

2.58 

2.73 

300 

2 54 

2.72 

2.66 

2.84 

2 89 

3.08 

3.01 3.21 

3.13 3.33 

3.24 

3.45 

3.36 

3.58 

500 

3.59 

3.88 

3.76 

4.06 

4.10 

4.42 

4.27 4.60 

4.44 4.78 

4,61 

4.96 

4.78 

5.14 

750 

4.82 

5.23 

5.05 

5.47 

5.51 

5.97 

5.74 6.21 

5.97 6.46 

6.20 

6.71 

6.43 

6.96 

1000 

5.96 

6.51 

6.25 

6.82 

6.82 

7.44 

7.11 7.75 

7.40 8.07 

7.69 

8.38 

7.98 

8,69 

1500 

8.06 

8.87 

8.45 

9,30 

9.24 

7.16 

9.63 10.59 

10.03 11.02 

10.42 

11.44 

10.81 

11.87 

2000 

9.86 

10.90 

10.34 

11.43 

11.31 

12.49 

11.79 13.02 

12.28 13.55 

12.76 

14.08 

13.24 

14.61 

2500 

11.26 

12.49 

11.81 

13.09 

12.92 

14.31 

13.47 14.92 

14.03 15.53 

14,58 

16.14 

15.13 

16.75 

Commodities 

Refractory 

Chemical 

Paper NOC 

lion & Steel 

Kerosene oil. 

I .ac, crude or 

Ale and beer 


bricks. 


manures 

in roils or 

Divn.‘C* - 

Mineral oils. 

refined. 

in bottles or 


Pig Iron. 

Divn.‘A’ -■ 

reels. 


Billets and 

non-dangcrous 

Oils, 


m jars. 


Iron or steel 

Urea, N.P.K. 

Food for live- 

Blooms. 

- Diesel oil, 

Divn.MV 

Grinding 


scrap. 


etc. Timber, 

stock. 


Sugar. 

Furnace oil 

Coconut oil. 

Mills (stone). 




NOC. 


Marble, 


Plywood. 

etc. 

Gingclly oil, 






Oilseeds. 

ballast and 

Hardboard. 

Groundnut oil. 







chips. 


Tiles, (common 

Linseed oil. 










roofing). 

Mustard oil etc. 




(Contd.) 
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Revenue Reserve Fund 


ak. 


Appropria- Withdrawal Net Closing a ** 
Year tionto from Fund accretion Balance 

Fund to Fund am. 

during the 
year 


an. 


1947-48* 







ao. 

(1-4-47 to 








14-8-47) 

. . 

(ag)13,60 

—13,60 


9,42 

ap 

(15-8-47 to 







31-3-48) 


(ah)12,58 

- 2,58 


6,84 


1948-49 

(ui 1 3 


5 



6,82 


1949-50 




. . 


6,82 

acj. 

1950-51 

5,40 


--I 

5,41 

(uj> 

13,38 

1951-52 

(ak)l9,l2 


— IS 

19,30 

(al) 

33,72 

a r 

1952-53 

(am)2,26 


_-5 

2,30 

(an) 

36.05 


1953-54 

1,13 



1,13 


37,18 


1954-55 

1,18 



1,18 


38,36 

as. 

1955-56 

lao)8,5l 


— -2 

8,53 


46,89 


1956-57 

1,52 



1,52 

(ap> 

48,07 

at. 

J957-58 

1,61 


.. 

J .61 


49,68 


1958-59 

(aq)l,09 



1,09 

(ar) 

49,37 

au. 

1959-60 

1,90 



1,90 

(as) 

51,60 


1960-61 

1.84 


.. 

1,84 


53,44 

auu 

1961-62 

1,93 



1,93 


55,37 

av. 

1962-63 

2,02 



2,02 


57,39 

1963-64 

(at) 1,79 


.. 

1,79 

(au) 

58,57 


1964-65 

2,25 



2,25 


60,82 

aw. 

1965-66 

2,39 



2,39 

(auu) 63,20 


1966-67 

2,16 

(av) 

20,66 

- 18,50 


44,70 

ax. 

1967-68 

1,18 

(aw) 

33,68 

- -32,50 


12.20 

1968-69 

33 

(ax) 

9,04 

—8,71 


3,49 

ay. 

1969-70 

(ay)8,98 

(a/) 

10,16 

- 1,18 


2,31 

1970-71 

<btt)25 f 13 

(bb) 

23,20 

1,93 


4,24 

a/. 

1971-72 

(bc)9,02 

(bd) 

12,95 

• -3,93 


31 


1972- 73 

1973- 74 (Rfi) 

2 

(be)?9,73 

(bf) 

99,75 

2 

_2 


33 

31 

ba. 

1974-75 (BF.) 

(bg)91,51 

<bh) 

91,51 

. . 


31 

bb. 


Notes: be. 

The closing balances Include 26 lakhs from 1947-48 to 
1950-51, 28 lakhs in J951-52, 40 lakhs in 1952-53, 46 bd. 
lakhs in 1953-54, 50 lakhs in 1954-55, 51 lakhs in 1955-56, 

57 lakhs in 1956-57, 48 lakhs in 1957-58 to 1959 60, 44 
lakhs in 1960-61 37 lakhs in 1961-62 to 1965-66 and 
31 lakhs in 1966-67 to 1974-75 on account of investments in 
shares of and loans to branch line companies. be. 

ag. To meet Railway deficit. bf. 

ah. To meet Railway deficit. ^ 

ai. Represents profit accrued on account of cancellation of ,, 

investments in branch line shares. bh 

aj. Includes 1,35 lakhs (Provisional) on account of ex-Indian 
. States Railways balances taken over from 1-4-1950. 


Includes 18,34 lakhs on account of appropriation from sur¬ 
plus. 

Includes 84 lakhs (Provision! l)on at count oficu* -ion of the 
Indian State Railway balances taken oxer firm 1-4-1950. 

Includes, 1,19 lakhs on account of appropriation from 
surplus. 

Induces 3 lakhs (Provisional) on account of revision Of the 
cx-lndian State Railway balances taken over on 1-4-1950. 

Includes 7.14 lakhs on account of appropriation from sur¬ 
plus. 

Excludes 7 lakhs on account of clificrciuc between mi hoc 
and revised balance on 15-8-1947 and 21 lakhs representing 
25 per cent share of balance in respect of ex Scmdia State 
RIv. taken over on 1-4-1950 and 6 lakhs inteicst thereon. 

Excludes refund of 55 lakhs interest to General Revenues 
on reduction of pre-partition balances vide note (up). 

Excludes 1,40 lakhs on account of reduction in pre-parti 
lion balances on 15,8-1947. 

Includes 33 lakhs on account of icvision of State Railway 
balances of cx-GBS Railway. 

Excludes refund to General Revenues of 33 lakhs of interest 
on ex-Scindia State Railway balances. 

Excludes Rs 61 lakhs of ex-Scindia State Railway dropped 
from State Raiway balances. 

Excludes I due to rounding off. 

Includes 2,39 lakhs for amortisation of capital and 18.27 
lakhs for equalisation of Dividend to General Revenues. 

Includes 2,15 lakhs for amortisation of capital and 31,53 
lakhs for equalisation of Dividend to General Revenues. 

Includes 1,18 lakhs for amortisation of capital and 7,86 
lakhs for equalisation of Dividend to General Revenues. 

Includes 8,86 lakhs loan from General Revenues 

Made up of 9,83 lakhs for equalisation of Dividend to Ge¬ 
neral Revenues and 33 lakhs for amortisation of capital. 

Includes 24,92 lakhs loan from General Revenues. 

Made up of 19,84 lakhs for equalisation on Dividend to 
General Revenues, 2,95 lakhs due io one third Joan of 
1969-70 repaid and 40 lakhs interest on loan. 

Includes 8,63 lakhs on account of appropriation from 
surplus. 

Made up of 11,26 lakhs due to repayment of second instal¬ 
ment of first loan taken in 1969-70 and first instalment of 
second loan taken in 1970-71 and 1,69 lakhs interest on 
loan*. 

Includes 99.72 lakhs loan from General Revenues. 

For equalisation of Dividend to General Revenues. 

Includes 90,55 lakhs loan from General Revenues. 

Made up of 52,79 lakhs for equalisation of Dividend to 
General Revenues, 33,24 lakhs due to repayment of first 
instalment of the loan of 99.72 lakhs taken in 1973-74 and 
5,48 lakhs for interest on out standing loan. 
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Depreciation Reserve Fund 


(R* lakhs) 


Year 


Appro- Withdrawals 

priation towards 

to Fund renewals 

and rep¬ 
lacements 


Net Nominal 
accretion to closing 
Fund during balance 
the year 


Temporary ^Actual 
loans to closing 

meet balance 

deficit 


1947-48 

(1-4-47 to 14-7-1947) 

6,86 

2,66 

4,20 


112,49 

(g) 112,49 

(15-8-4710 31-5-1948) 

6,81 

3,27 

3,54 

(h) 

95,74 

95.74 

1948-49 

(i) 23,11 

17,28 

5,83 

101,57 

101,57 

1949-50 

19,17 

11,73 

7,44 


109,01 

109,01 

1950-51 

33,59 

26,63 

6,96 

(j) 

123,65 

123.65 


Depreciation Reserve Fund— {Count.) 


Appropriation to Fund from Withdrawal Net Closing 

Year ------ — from accretion to balance* 

Revenue Capital Interest Total Fund Fund ' 

on during the 





balance 



year 



1951-52 

'30,00 

21 

3,58 

33,79 

35,87 

- -7,08 

(k> 

122.02 

1952-53 

30,00 

33 

4.09 

43,42 

40,89 

• -6,87 

(1) 

116,36 

1953-54 

30,00 

36 

3.61 

33,97 

38,02 

4,05 

(ill) 

112.79 

1954-55 

30,00 

37 

‘ 3,35 

33,72 

45,82 

-12,10 

100,69 

1955-56 

45,00 

41 

3,26 

48,67 

45,89 

2,78 


103,47 

1956-57 

45,00 

63 

3,27 

48,90 

43,68 

5.22 

(n) 

103,14 

1957-58 

45,00 

1,23 

3,15 

49,38 

63.62 

- 14,24 

<o) 

88,89 

1958-59 

45,00 

87 

2,53 

48,40 

80,72 

- 32,32 

(P) 

56.70 

1959-60 

45,00 

85 

2,11 

47,96 

68,36 

- -20,40 

<q) 

37.30 

1960-61 

45,00 

79 

85 

46,64 

64,04 

- 17,40 

U) 

19,79 

1961-62 

65,00 

1,77 

86 

67,63 

58,23 

9,40 

29,19 

1962-63 

67,00 

1,09 

93 

69,02 

75,37 

-6.35 


22,84 

1963*64 

80,00 

1,54 

1,03 

82,57 

72,40 

10,18 

N 

32,97 

1964-65 

83.00 

1,25 

1,44 

85,69 

75,39 

10,30 


43,27 

1965-66 

85,00 

1,64 

1,85 

88,49 

78,91 

9,58 


52.85 

1966-67 

100,00 

2,01 

2,60 

104,61 

79,69 

24,92 

(0 

77,76 

1967-68 

95,00 

2,18 

3,15 

100,33 

93,82 

6,51 

(U) 

,79.74 

1968-69 

95,00 

2,40 

3,69 

101,09 

80,39 

73,78 

20,70 

(v) 

98,17 

1969-70 

95,00 

2,48 

4,86 

102,34 

28,56 

(w) 

126,38 

1970-71 

100,00 

2,53 

6,01 

108,54 

90,68 

17,86 

(X) 

144.47 

1971-72 

105,00 

2,55 

6,81 

114,36 

90,87 

23,49 

iy> 

167.61 

1972-73 

110,00 

2.58 

7,95 

120,53 

113,50 

6,93 

(/) 

174,16 

1973-74 <RK) 

115,00 

2,60 

8,26 

125,86 

130,19 

-4,33 


169.83 

1974-75 (BE) 

115,00 

2,65 

8,57 

126,22 

115,00 

11,22 


181,05 


Notes: 

* These figures are provisional as the balances of the ex-Slates 
Railways merged therein have not yet been finalised. 

it. Includes 20,30 lakhs, the estimated balance relating to 
Pakistan Railways. 

ii. Excludes 20,30 lakhs, the estimated share less 1 lakh on 
account of abandoned assets relating to Pakistan Railways, 
i. includes 11,80 lakhs appropriated from the surplus. 

Includes ^67 lakhs (Provisional) on account of Indian 


States Railways balance taken over from 1-4-1950. Diffe¬ 
rence of 1 due to rounding off. 

k. Includes 45 lakhs (Provisional) on account of revision of 
the ex-Indian States Railways balance taken over from 
1-4-1950. 

l. Includes 81 lakhs on account of revision of the cx-Indian 
States Railways balance taken over from 1-4-1950. 

m. Includes 48 lakhs on account of revisipn of the ex-Indian 
States Railways balance taken over from 1-4-1950, 
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n. Excludes 2,76 lakhs on account of differences between ad 

add revised balances, on 15-8-1947 and 1,62 lakhs due 
to downward adjustment of D.R.F. balance of ex-Mysore 
State Railway taken over bn 1-4-1950 and 1,17 lakhs interest 
thereon. 

o. Excludes 1 lakh'on account of difference between the ad hoc 
balance and further revised balance as on 15-8-1947. 

p. Includes 13 lakhs on account of difference between the ad 
hoc and revised balance on 15-8-1947. 

q. Includes 5 lakhs on account of revision of ex-State Railways 
balances relating to ex-G,B.S. Railways, 97lakhs due to 
revision of pre-partition balances on Central Railway and 
excludes 2 lakhs on account of expenditure met from Deve¬ 
lopment Fund transferred to Depreciation Reserve Fund. 

r. Excludes 30 lakhs on account of difference between ad hoc 
and revised balance on 15-8-1947 on Western Railway and 
includes 19 lakhs on account of expenditure from 1-4-1955 
to 31-3-1960 incurred on quarters for class 111 and IV staff 
forming part of a scheme transferred to Development Fund 
on Central, Northeast Frontier and Southern Railways. 


's. Excludes 4 lakhs due to expenditure transferred front deve¬ 
lopment Fund and Capital on Central Railway. 

t. Excludes 1 lakh due to expenditure transferred from Deve¬ 
lopment Fund on Northeast Frontier Railway. 

u. Excludes 2,60 lakhs due to expenditure transferred from 
Development Fund on Northern (1,37), Southern (78), 
South-Eastern (4) and Western Railways (41). Also excludes 
1,93 lakhs due to expenditure from Capital transferred on 
Eastern (1), Northern (1,85) and Southern (7) Railways. 

v. Excludes 30 lakhs due to anticipated write back of the .expen¬ 
diture on the work “Restoration of Bhagalpur-Mandar 
Hill” from Development Fund and 1,97 lakhs from Capital 
on Eastern and Southern Railways. 

w. Excludes 35 lakhs credits transferred to Capitalon Southern 
Railway. 

x. Includes 23 lakhs transferred to Development Fund on 
Southern Railway. 

y. Excludes 35 lakhs transferred to Capital on S. Railway. 

■/. Excludes 38 lakhs transferred to capital on, Southern 
Railway. 



Children will be children. And . 
jaywalkers, jaywalkers! Something 
had to be done to give vehicle drivers 
extra power for safe stopping- 
To save life and limb of pedestrians. 
It has been done—with Air-powered 
Brakes, which are more efficient, 
quicker and easier to operate—hence 
more reliable and safer. 

Modern commercial and heavy 
vehicles in India — buses, lorries, ^ 
trailers, tractors, earth-movers —are 
fitted with Air-powered Brakes. 

CD-TVS makes Full Air 
and Air-Assist Brake 
Actuation systems—as wall 
as genuine spares. 


Is 

is 

i 


Another safety sign 

FOR CHILDREN- 


SUM>AllAM- 
CLAYTON UTD. 

(A Member of the TVS Croup of Companies) 

.Pad*. Madras 600 050 


OF ALL AGES! 


< 33 ? 

Symbol of fload Safety 
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Year 

Appropriation to Fund from 

Revenue Interest Total 

surplus on 

etc. balances 

Withdrawal 

from 

Fund 

Net ' dosing 

accretion Balance 

to Fund 
during the 
year 

1946-47 

(a) 

15,00 

24 

15,24 

42 

14,83 


14,83 

1947-48 (1-4-47 lo 15-8-47) 


. 

18 

18 

34 

—16 


14,67 

1947-48(15-8-47to3M-48) 



30 

30 

59 

- 29 


14,38 

1948-49 


84 

43 

1,27 

2,33 

-1.06 


13,32 

1949-50 


.. 

43 

43 

—5 

48 


13,80 

1950-51 


10,00 

52 

10,52 

5,35 

5,17 

<b) 

19,44 

1951-52 


10,00 

65 

10,65 

7,70 

2,95 

(c) 

22,48 

1952-53 


12,00 

76 

12,76 

8,10 

4,66 

27,14 

1953-54 


2,65 

73 

3,29 

9,81 

- -6,52 


20,62 

1954-55 


9,10 

60 

9,70 

12,78 

-3,08 


17,54 

1955-56 


7,08 

49 

7,57 

12,14 

4,57 


12,97 

1956-57 


20,22 

43 

20,65 

19,84 

81 

(d> 

13,75 

1957-58 


12,38 

25 

13,63 

25,53 

-11,90 

1,85 

1958-59 

(c) 

19,91 

-99 

18,92 

27,87 

- -8,95 

(0 

- 1,69 

1959-60 

(8) 

34,97 

-50 

34,47 

24,89 

9,58 

(h) 

8,91 

1960-61 

(i) 

35,59 

50 

35,09 

23,32 

11,77 

(i) 

19,13 

1961-62 


24,40 

31 

24,71 

21,24 

3,57 

(k) 

10,49 

1962-63 


42,06 

70 

42,76 

23,17 

19,59 

<l) 

29,68 

1963-64 


49,24 

1,54 

50,78 

29,94 

20,84 

(m) 

52,23 

1964-65 


13,18 

1,72 

14,90 

28,25 

—13,35 

(n) 

38,99 

1965-66 


18,56 

1,34 

19,90 

28,91 

—9,01 

<°) 

30,09 

1966-67 


. . 

68 

68 

27,95 

-27,27 

(P) 

3,37 

1967-68 

<q) 

11,24 

-5 

11,19 

19,15 

- -7,96 

(r) 

46 

1968-69 

<q) 

14,06 

-66 

13,40 

16,59 

-3,19 

(s) 

1,26 

1969-70 

<q) 

18,14 

--1,43 

16,71 

17,08 

-37 

(t) 

l,J8 

1970-71 

Cq) 

21,58 

-2,37 

19,21 

18,23 

98 

(u) 

1,34 

1971-72 

(V) 

30,83 

—3,23 

27,60 

20,82 

6,78 


8,12 

1972-73 

(w) 

18,64 

- -3,39 

15,25 

21,49 

-6,24 

(x) 

1,96 

1973-74 (RE) 

<y> 

22,65 

-4,61 

18,04 

20,00 

-1,96 


. , 

1974-75 (BE) 

(y) 

24,39 

-5,89 

18,50 

18,50 



. . 


Notes: 

a. This is made up of 12 croies transferred from Railway Re¬ 
serve Fund and 3 crorcs from the Railway Surplus. 

b. Include 47 lakhs (Provisional), on account of Indian State 
Railways balances taken ovei from 1-4-1950. 

c. lncludes91akhs(Piovisional)onaccount of revision of the 
Indian State Railways balances taken over from 1-4-1950. 

d. Excludes 2 lakhs on account of difference between 
ad hoc andrevised balanccson 15-8-1947 and 1 lakh interest 
therein. 

e. Includes 88 lakhs on account of interest refunded to the 
General Revenues on reduction of pre-partition balances 
and 10.98 lakhs loan from the General Revenues. 

f. Excludes 2,20 lakhs due to reduction in pre-partition bala¬ 
nce on 15-8-1947 and includes 7.61 lakhs due to transfer of 
the cost of Deesa-Gandhidham and Chunar-Robertsganj 
lines to Capital. 

m 

g. Includes 14,85 lakhs loan from General Revenues. 

h. Includes 102 lakhs due to the transfer of certain wagon 


shops at Kolah and Mahalakshmi and of Adipur-Bhuj 
conversion on Western Railway to Capital. 

Includes 3,58 lakhs loan from General Revenues. 

Includes 3,32 lakhs due to transfer of the cost of the 
new lines Utraitia-Sultanpur Zafarabad and Pathankot- 
Madhopur on Northern Railway to Capital to the extent of 
their remunerativeness according to assessment made on the 
basis of actuals 1 lakh due to transfer of expenditure on 
Howrah Car Shed to Capital and also covers 4,88 lakhs due 
to transfer from Capital and Depreciation Reserved Fund to 
Divelopment Fund of the expenditure from 1-4-1955 to 
31-3-1960 relating to quarters formingpartof a scheme for 
Class III and IV Staff. 

Includes 16,81 lakhs due to ad hoc transfer of the cost of the 
new lines under construction in 1-4-1955, viz., Khandwa- 
Hingoli on Central Railway and Quilon-Crnakulam on 
Southern Railway to Capital as per the accepted recom¬ 
mendations of the Railway Convention Committee, 1960, 
39 lakhs due to erroneous transfer of the cost of the Works 
Bhagalpur-Ntandar Hill restoration to Capital on Eastern 
Railway and 9 lakhs relating to conversion of Adipur- 
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Bhyi'-nfi Western Railway and excludes 29,41 lakhs loans 
repaidto General Revenues In terms of the accepted recom¬ 
mendations of the Railway Conventin Committee, 1960, 
9 lakhs on account of write-back of erroneous adjustments 

K ^elating to quarters for Class III and Class IV staff forming 
part of a Scheme to Capital and D.R.F. 

l. Includes 11 lakhs due to transfer to Capital of the cost of 
the new line Bobbili-Saluru on South Eastern Railway since 
assessed to be remunerative and excludes 48 lakhs due to 
write-back from Capital of the erroneous adjustments 
made in 1961-62 relating to the Works ‘Restoration of Bha- 
galpatvMandar Hill on Eastern Railway, and conversion of 
Adipur-Bhuj on Western Railway, and also covers 3 lakhs 
due to write-back of expenditure on the Works providing 
Crossing Station at Rar-gada and doubling of the Section 
Godhra-Ratlam from Capital on Western Railway. 

m. Includes, 250 lakhs due to transfer to Capital of the cost of 
certain works now assessed to be remunerative justifyng 
their charge to Capital, 3 lakhs transferred to D.R.F. on 
Central Railway and excludes 82 lakhs transferred from 
Capital and on Western Railway. 

n. Includes 11 lakhs due to transfer of the cost of certain 
work now assessed to be remunerative justifying their charge 
to Capital on Eastern Railway. 

o. Includes 15 lakhs due to transfer of the cost of certain work 
now assessed to remunerative on Western Railway and ex¬ 
cludes 4 lakhs transferred from Capital on Northeast Fron¬ 
tier Railway. 

p. Includes 54 lakhs due to transfer of cost of certain works on 


Northeast frontier (47 lakhs) and Southeastern ft7 lakhs) 
Railways now assessed to be remunerative justifying their 
Charge to capital and one lakh transferred to OLWR and 
DRF wrongly charged to this Fund on N.F. Railway. 

Represents loan from General Revenues. 

r. Includes 2,45 lakhs transferred to Capital (Northern (1,49) 
Northeast Frontier (—-12), Southern (90) and Western (18) 
Railways), and 2,60 lakhs transferred to Depreciation 
Reserve Fund (Northern (1,37) Southern (78), South-eastern 
(4) and Western (41) Railways). 

s. Includes 3,99 lakhs due to expenditure on restoration of 
Bhagalpur-Mandar Hill on Eastern Railway (54), C.T.G. 
work on N.F. Railway (3,25) and Gorakhpur-Katihar mic¬ 
rowave communications on N.E. Rly. (20) written back to 
Capital and Depreciation Reserve Fund. 

Includes 29 lakhs due to transfer of expenditure incurred in 
connection with Scaldah re-modelling phase I to Capital as 
it is now assessed to be remunerative. 

u. Excludes 82 lakhs due to transfer of expenditure of certain 
HI class coaches from Depreciation Fund on Southern Rail¬ 
way. 

v. Includes 9,21 lakhs on account of appropriation from sur¬ 
plus and 21,62 lakhs loan from General Revenues. 

w. Includes 2,92 lakhs on account of appropriation from sur¬ 
plus and 15,72 lakhs anticipated loan from General Reve¬ 
nues. 

x. Includes 7 lakhs transfered from capital. Difference of I 
due to rounding off. 

y. Represents loan from General Revenues. 
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a! flit The prime minister and her advisers 

Vm/U l Ul Ull Jd* Cll 9 mishandled Gujarat right from the start 
m of the trouble. White there might have 

£}ri{\r)%/ been some justification for their taking a 
■ jr couple of weeks to train their sights on 
the grave course the agitation was taking, there could be no excuse at all for their 
letting whole months drag on as the movement came to the boil. Their initial reaction 
waste dismiss the whole affair as one of those misguided student demonstrations 
which would soon spend itself. When the subsequent developments did not oblige 
them, they star ted loo king for reactionaries and later fascists under the bed. What 
probably began as a political ploy soon acquired a magical potency of its own and Mrs 
Gandhi and her counsellors duly fell under its spell. Thus was the course for a state¬ 
wide tragedy relentlessly set. 

At one time the prime minister's party in Gujarat could have cut its losses by 
getting the ministry dismissed. But, then, the prime minister has conditioned herself 
for years now to see a challenge to her political domination of the central government 
or the country in every development and trend in public affairs which does not happen to 
tie neatly with her concept of her personal prestige or official authority. Whether she 
is sadder and wiser now is undoubtedly a question of some relevance to the immediate 
political future of our nation. But what is far more important is that her lack of politi¬ 
cal judgment and her loss of feel for the people’s mood on this occasion has caused 
Gujarat so much in blood and tears both through the destructive violence attendant on 
the agitation itself and through the loss of many lives, a large number of them un¬ 
doubtedly innocent, as a result of the use of force by the forces of law and order. When 
everything else has been said or written about Gujarat, the overwhelming truth would 
still be that here was a community of people in a democratic political system who rose 
against the consequences of the economic crisis which were hitting every household in 
the country and, by doing so, succeeded only in arousing in the authorities a despotic 
if also a desperate determination to try to assert the might of the state over the citizen. 

New Delhi's guilt becomes more and not less when it is noted that part of Mrs 
Gandhi’s failure to respond properly and promptly to the burgeoning crisis in Gujarat 
was undoubtedly due to her preoccupation with getting her party through to office in 
UP and Orissa where general elections to the state legislatures were being held. It had 
even been said at the time that, if one or more of the steps which the central government 
might have taken to give a constructive turn to the papular mood in Gujarat at various 
stages of the agitation was nevertheless not taken, it was not merely because the prime 
minister’s attention had been pre-empted in this manner, but also because she believed 
or was being advised that, if she seemed to be weakening before the pressure that was 
being exerted on her party’sgovernmentin Gujarat, this might be to her tactical disad¬ 
vantage in the UP elections. It will no doubt be angrily denied on behalf of the prime 
minister that her thinking or conduct was infected by such motivations, but it is surely 
significant that she never once thought it to be her duty or even her right to go to 
Gijiratandsp;akdirectly to the people of that state in accents of understanding or 
sympathy. Instead, as was mentioned earlier, her party machine was grinding out 
propagandist stories of the people of a whole state either brainwashed or blackmailed 
by vested interests bent on creating impassible political situations for her. 
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It is of course not easy at ali to m sintain that the dissolution of the Gujarat assem¬ 
bly at a much earlier stage of the agitation would have been the only sound or proper 
step the central government could have taken, but it is clear enough that when she did 
at last yield to the demand for the dissolution of the assembly, she was forced to do so 
under circumstances which did great harm to the authority of the eentral government 
and even greater harm to the democratic polity of the country. It is sad but tragically 
true that the only initiative which Mrs Gandhi or her advisers showed throughout this 
unhappy episode was in appealing more and more cynically to the police power of the 
sovereign state in an increasingly vain attempt to maintain what was coming to be empti¬ 
ly described as law and order. Incidentally, it was in these terms that the prime minis¬ 
ter's repeated insistence on the restoration of normalcy ih Gujarat as a precondition for a 
sufficient or satisfying response from the centre had to be considered and dismissed. 
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The people of Gujarat have already been punished enough by all the blood-letting 
that has taken place. They certainly do not deserve to be penalized further by being 
deprived of their normal democratic rights through the continuance of President’s rule 
for a day longer than is unavoidable. On the prime minister, who had been insisting 
on the restoration of normalcy all along, now rests primarily the obligation to 
help Gujarat return to normal political life. This would mean that steps should 
be taken for the holding of A general election to the, state legislature at the 
earliest possible date. Once the central government makes it clear that this is 
What <t proposes to do, the political parties in Gujarat as well as individuals 
influential m the public life of the state should come forward to recreate 
the people’s peace in Gujarat Mr Morarii Dssai, whose, fast assisted in the 
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| ultimate clarification of the basic issue in 
’ the Gujarat crisis, haS appealed to the 
I people of the state to eschew violence in 
? demonstrations or other forms, of political 
1 activity. This is good, but not flood 
enough. As the elder statesman of Gujarat 
he must assume the responsibility for 
bringing about the full cooperation of all 
, sections of the people with the normal 
i functioning of the various government 
agencies or public institutions. The national 

Managing 

wheat 

Amono the cereals produced in this coun¬ 
try, wheat enjoys the second rank though 
it hits always played a key role in periods 
of scarcity. The buffer stocks of food- 
grains currently being built up by the 
government accord it a place of pride pri¬ 
marily because of th: breakthrough in 
its production in 1967-6K. The green 
revolution in this country during the 
four-year period ending in 1971-72 cen¬ 
tred in the spectacular increase in its out¬ 
put, However, its production in 1972- 
73 at 26,5 million tonnes was significantly 
below the target of 30 million tonnes, 
which fact has emphasised the need for 
intensifying effor ts at increasing output 
through “sudden spurts” in its growth 
rate. This was indeed the salient finding 
of the participants at a two-day sympo¬ 
sium held recently in the capital to dis¬ 
cuss the “Role of Wheat in the Progress 
of Mankind”. No less than five organi¬ 
sations the Indian Council of Agricul¬ 
tural Research (ICAR), the Pood Cor¬ 
poration of India (PCI), the Roller Flour 
Millers’ Federation of India (RFMFAJ, 
the Society of Indian Bankers (SIB) and 
the Wheat Associates (WA), USA— spon¬ 
sored it to draw the attention of the go¬ 
vernment to the lacunae m the wheat pro¬ 
duction programme. 

I he consensus at the symposium was in 
favour of taking a fresh look at the alter¬ 
native potential uses of land in different 
parts of the country due to the widening 
cap bclween requirements and production 
of foodgrains. It was felt that different 
parts m this country did not have the same 
rate of production response to wheat; 
particularly the lands south of the Vin- 
dhyas had significantly lower yield in 
wheat than the northern lands. Because 
of this inherent limitation, it was 
suggested that “an optimum cropping pat¬ 
tern on scientific lines should be devised 
'suiting each area and popularised for 
^adoption.” This recommendation has 
certainly great validity but it would take 
pretty long to put it into practice. The 
country needs certain quick solutions in 
the short-term period so as to overcome 


economy is now in a state ofseige. It can¬ 
not afford more trouble in Gujarat and it 
certainly cannot stand up to more Gujarat’s 
in other parts of the country. Not since 
August 15, 1947 has there been greater or 
more urgent need for the ruling and other 
parlies at the central and state levels 
pledging themselves to observe the 
norms and honour the demands of a 
parliamentary democracy which is what 
our Republic has elected to be. 


the present shortage in wheat. In this 
connection, the discussion relating to the 
developing fertiliser shortage in the coun¬ 
try was more relevant. 

While the indigenous production of 
fertilisers is far below total requirements, 
the prospects of making up the defi¬ 
ciency through imports appear to be 
bleak. In the wake of the oil crisis, the 
prices of fertilisers have also risen. A 
number of factors have combined to 
threaten a fertiliser famine in the world 
this year. Fast year, Tunisia and Moro¬ 
cco are reported to have doubled their 
prices of phosphate rock. Moreover, 
the USA had started a big programme 
of extending the area under grains in 
view of the expected food shortages. 
While hitherto the US government has 
been discouraging the US farmer from 
increasing foodgrains production, it has 
now reversed its policy. Last year 45 
million acres of additional land were 
brought under the plough while another 
20 million acres are expected to be added 
this year. The increase in demand for 
fertilisers consequent upon the intensi¬ 
fication of these activities in the 
USA is bound to further raise fertiliser 
prices, thus adding to our hardships. 

That the availability of fertilisers 
would be limited and far below demand 
for the next few years was conceded by 
most of the participants. It was, how¬ 
ever, suggested that distribution of mix¬ 
tures of balanced fertilisers instead o r 
straight-run fertilisers should be increas¬ 
ingly adopted. Ultimately, the expected 
increase in the production of wheat would 
be attained by adopting different intensive 
cultivation techniques such as the use of 
high-yielding varieties of seeds, applica¬ 
tion of mixtures of balanced fertilisers, 
increased irrigation facilities and various 
plant protection measures. But it would 
be wrong to assume that the adoption 
of any one technique alone would help 
this country in a substantial increase in 
yield per hectare. In a paper submitted 
jointly by Dr N.S. Agarwal, Secretary, and 
Mr M. Ramakrishna Rao, Research 
Officer, of the Indian Wheat and Wheat 
Products Development Council, this point 
was hammered home. Said the authors : 
“When a variety which js susceptible to 
rusts is grown with fertilisers, the in¬ 


creased incidence of diseases more than 
offtets the improvement in yield poten¬ 
tial expected from the application of 
fertilisers.” 

Besides distribution of fertilisers, the 
control of weeds and diseases was also 
suggested by the symposium. It was 
stated that weeds alone caused a drain 
to the extent of 30 to 40 per cent of the 
input supply, and its control needed to 
be done on a war footing. Diseases also 
affected the level of production to a large 
extent. According to Dr M.S. Swamina- 
than, Director-General of the ICAR, 
“Wheat in India suffers from many dis¬ 
eases and the most important of them 
are caused by fungi. The bacterial and 
viral diseases are comparatively less im¬ 
portant so far in the country. Among 
the major diseases arc the three rusts, 
smuts and bunts and foliar diseases like 
Alternaria Helminthosporium and blights.” 
Surely, these problems will have to be 
tackled simultaneously with the efforts 
to increase the supply of inputs. 

A lively discussion took place on the 
fixation of procurement prices of wheat. 
One group was in favour of increased 
wheat prices as price was an important 
determinant of the production level. In 
the rabi season last year, substantial 
quantities of wheat were withheld by far¬ 
mers bccanse they felt that the procure¬ 
ment price was highly inadequate. There 
was also the other group which ‘‘wondered 
whether fixation of a higher price would 
lead to a situation where higher prices 
chase higher costs.” Though the debate 
on this question was inconclusive, the 
majority of the participants agreed with 
Dr Norman Borlaug who had stated 
sometime back that “world economists 
should be wise enough to adjust prices 
of foodgrains in a manner that they meet 
the cost of production in order to stimu¬ 
late growth of foodgrains production and 
poductivity.” Even though the Agri¬ 
cultural Prices Commission has recom¬ 
mended increased wheat procurement 
Prices--Rs 90 to 100 per quintal—for 
the next rabi season, it is highly unlikely 
that the farmers would find them remu¬ 
nerative enough. 

Attention was pointedly drawn at 
the symposium to the present lack of an 
efficient “management input” in the 
total agricultural programme. Many a 
speaker admitted that notwithstanding 
other constraints, improper management 
had been the root cause of less than 
optimum utilisation of available resources. 
The example of Bihar state was given 
wherein “the soil is fertile, adequate water 
is available and other inputs are sufficient 
but the yield rates have been very low.” 
In this context, an overall view of the 
total situation was recommended by the 


MARCH 15,1974 


lSTHRN economist 


572 



symposium, Along with the transforma¬ 
tion of the available inputs and techno¬ 
logy into maximum output, the use of 
proper management techniques was stro¬ 
ngly recommended. 

It was left to Mr R.A, Hunt of the 
Wheat Associates to review the world 
wheal situation and point out how pre¬ 
carious the foodgrains problem had be¬ 
come in the world. Citing Dr Borlaug, 
he said that “if the 1973-74 foodgrain 
production has been similar to that of the 
short crop year 1972-73, millions of 
people would have faced starvation/' In 
1973-74, total world cereals grain and 
rice production was estimated at 1,253 


Restraint on 
non-Plan 
expenditure 

After the massive deficit financing that 
has taken place in recent years the union 
Finance minister, Mr Y. B. Chavan, has 
been compelled to adopt a more realistic 
policy when framing the budget estimates 
for 1974-75. The fifth five-year Plan will 
obviously have a modest start as the 
aggregate outlay in the first year will be 
higher by only Rs 405 erores at Rs 4709 
crores. This increase will be more on 
account of the stales which will receive 
Rs 21H crores additional while the share 
of the centre in the increased outlay 
will be Rs 187 crores. The aggregate 
expenditure may of course be on a larger 
scale depending upon the generation of 
internal resources by industrial under¬ 
takings in the public sector. What is 
however interesting to find is the fact 
that there will almost be a pause before 
proceeding to implement the fifth Plan 
vigorously against the indication even 
last year that there should be advance 
planning for taking up work on new 
fifth Plan schemes. A provision of Rs. 
150 crores was made freshly for this 
purpose in 1973-74. But this was not 
utilised and it is now definitely known 
that the Plan outlay in 1973-74 will be 
much less than the budget estimates and 
large sums had to be utilised for meet¬ 
ing unexpected overruns in non-Plan ex¬ 
penditure. 

It must be said however that avail¬ 
able resources in the next financial year 
witl be utilised more purposefully as the 
expenditure on social set vices and eco¬ 
nomic .services will be on a scale much 
lower than visualised. On the other hand, 
the allocaton for development of the 
coal industry has been raised to Rs 97 
crores from Rs 24 crores. The steel 
industry has been allocated an extra 
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million tonnes as against 1,162 million 
tonnes in the preceding year. Wheat at 
358 million tonnes in 1973-74 was eight 
per cent higher than in preceding year. 
Rice and coarse grains had also increased 
in production by seven to nine per cent 
but even then supplies had dropped due 
to the depletion of the world reserves. 
Against wheat reserves of 71 million ton¬ 
nes in 1972-73, the level had dropped to 
45 million tonnes in 1973-74. In the 
middle of the current year, despite a ic- 
cord wheat crop, the wheat reserves of 
the world are not expected to improve. 
It is this gloomy international outlook on 
wheat which is likely to cast an unfavou¬ 
rable shadow on our wheat markets. 


amount of Rs 75 crores and schemes 
tor increasing the output of non-ferrous 
metals an additional Rs 19 crores. Power 
projects have been accorded higher prio¬ 
rity with an outlay <yf Rs 121 crores. 
In spile of the devitalised slate of 
finances of the railway** the Plan allocations 
for development of railway facilities has 
been raised to Rs 342 crores against Rs 
181 crores in the current year. The 
strategy is to complete construction of 
continuing and spillover schemes and 
augment also power generating capacity 
by laying greater emphasis on the imple¬ 
mentation of thermal projects which 
have shorter gestation periods. 

The policy adopted bv the govern¬ 
ment has a reasonable chance of suc¬ 
ceeding onlv if an increase in the gross 
national prtxluct can be ensured in 
1974-75 mainly through a repetition 
of the performance of 1973-74 in the 
agricultural sector with industries in the 
public and private sectors also acquitting 
themselves more creditably. It should 
not be difficult to achieve a growth of 
10 to 12 per cent in industrial produc¬ 
tion even with the existing capacity as 
many industries are working under severe 
constraints. The steel and cement indus¬ 
tries have been handicapped by transport 
bottlenecks and the shortage of coal. 

While it can be expected that more 
impressive progress on the industrial and 
agricultural fronts can yet be achieved 
in the absence of unfavourable develop¬ 
ments and with elective cooperation bet¬ 
ween the public and private sectors it 
has to he recognised that there has been 
an alarming diversion of resources raised 
for the obvious purpose of Plan imple- 
mention for non-Plan purposes. It 
would now appear that the overall deficit 
in the actual accounts for 1972-73 was 
the staggering total of Rs 1145 crores, 
there being a deficit of Rs 14 crores even 
on revenue account and a massive gap 
of Rs 1131 crores on Capital Account. 
(The revised estimates had placed the 
overall deficit at Rs 971 prores).The gap 


was of course inflated bv th® adjustments 
relating to the unauthorised overdrafts 
of the slate governments for Rs 421 
crores. Even so, the uncovered gap on 
account of the centre alone was as much 
as Rs, 724 crores; 

It was sought to be explained on the 
last occasion that there were exceptional 
developments in 1972-73 and that there 
would not be a repetition of these hap¬ 
penings in the subsequent year. How¬ 
ever, the revised estimates for 1973-74 
indicate an uncovered gap of Rs 650 
crores against the estimate of Rs 87 
crores. It is true that the implementation 
of the recommendations of the Pay Com¬ 
mission has resulted in an increase in 
the salary bill. Even here, against the 
earlier estimate of Rs 150 crores the 
actual overrun will heRs 186 crores. the 
interim relief in respect of dearness allow¬ 
ance accounting for Rs I(K) crores. and 
a non-recurring arrears of salaries of 
Rs 25 crores relating to 1972-73. 'rhe 
liberalisation of some provisions of the 
Pay Commission resulted in a net addi¬ 
tion to the salary bill by Rs 61 crores 
over and above Rs 150 crores annually. 
Apart from the higher salary bill the 
assistance to states for overcoming the 
adverse effects of drought and flood 
damage claimed additionally Rs 220 
crores. There was also extra help of 
Rs 91 crores for bridging gaps in stal< 
budgets besides food subsidy costing Rs 
121 crores more. It will thus be seen 
that these four items alone were responsi¬ 
ble for a d version of resources of Rs 
768 crores. With higher Defence ex¬ 
penditure and other commitments (the 
railways requiring assistance of Rs 109 
crores) it became necessary to resort to 
heavy deficit financing again for Rs 650 
crores in spite of a successful borrowing 
programme and larger capital receipts 
under other heads. 

It is against this background that 
the budget estimates for 1974-75 have 
been formulated. With the prospect of 
a further indreuse in dearness allowance 
to government employees and a rise in 
defence expenditure it has been decided 
to slow down the tempo of planned deve¬ 
lopment. Fhe fresh tax effort will pro¬ 
vide additional revenues of Rs 186 
crores while there will be sizable receipts 
through open market loans. The assis¬ 
tance to states has been reduced. But 
the effective aid will not be less as there 
has been a rc-schcduling of debt repay¬ 
ments in pursuance of the recommenda¬ 
tion of the Fiance Commission. Capi¬ 
tal receipts however will be higher in 
1974-75 at Rs 3099 crores against Rs 
2686 crores because of a larger rupee 
equivalent of net foreign aid, a small in¬ 
crease in net open market borrowing 
and a credit of Rs 200 crores in respect 
of the loan of 2 million tonnes of wheat 
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from the Soviet Union which has to be 
repaid in kind in five years after a nap 
of two years. 

The deficit on capital account will 
thus be smaller at Rs 388 crorcs against 
Rs 798 crorcs which will be reduced U> 
Rs 125 crores against Rs 650 crores. In 
1973-74 the revenue surplus of Rs 301 
crores in the budget estimate declined 
to Rs 148 crores in the revised estimate. 
On the basis of existing taxation the 
revenue surplus Tor 1974-75 is placed at 
Rs 47 crorcs. After taking into account 
the centre's share of Rs 186 crores in 
respect of new taxation the surplus will 
increase to Rs 233 crores with the over¬ 
all deficit of Rs 311 crores on the basis of 
existing taxation being lowered to Rs 125 
crorcs. 

Even the sniullci deficit of Rs 125 

Exports after 
the budget 

! 

Mr Oiavan’s budget for 1974-75 does 
not provide any positive incentives for 
export promotion although the Finance 
minister expressed concern about the 
strain on our balance of payments due to 
the oil crisis. He said that new export 
opportunities had arisen for products like 
, jut* and cotton textiles and leather goods 
and suggested that we should do every¬ 
thing to maximise our export earnings, 
lie disclosed that a comprehensive review 
of our export prospects had been under¬ 
taken and that this would enable us to 
launch -a well articulated programme for 
exploding fully our export potential”. 

The Finance minister seems to think 
tlru in the present situation exports will 
pick up steadily without any specific 
assistance from the government. The 
export outlook appears to have brighten¬ 
ed up recently but this seems true only 
in icspcet of a few commodities and coun¬ 
tries. For others, the prospects are not 
as encouraging as New Delhi seems to 
: i*> ihink. it is relevant to recall that in 
recent months business organisations had 
asked for assistance in various forms to 
promote exports. For instance, at the 
national seminar on tea held in New 
Delhi in last December, it was suggested- 
that the government should provide in¬ 
centives for tea as in the case of other 
products and manufactures in the 
non-traditional sector in order to over¬ 
come the stagnant prices realised by tea 
and to make export effort more vigorous. 
•It was pointed out that the categorisation 
of tea as a traditional export had resulted 
in a frame-work of policy affecting 


crores can be eliminated if there « 
full use of the surpluses that would be 
generated in the public sector on account 
of higher prices for indigenous crude 
and steel. The borrowing programme 
also can be a greater success. It has now 
been assumed that gross borrowing will 
be Rs 700 crores. There are maturing 
loans for only Rs 201.64 crores, there 
being only one loan for this amount 
falling due for repayment on, July 16,1974. 
The net amount will be higher as com¬ 
pared to the 1973-74 figure by Rs 26 
crores, but will still be lower than the 
record of 1972-73. It is absolutely neces¬ 
sary to avoid uncovered gaps as in the 
past two years alone the creation of 
currency has been ncarily Rs 1800 crorcs. 
This total may well be nearer Rs 2,000 
crores if the experience of 1972-73 is 
any guide. 


ils growth, development, and export 
strength. The seminar also referred to 
the “uncoordinated taxation policy pursu¬ 
ed by the Centre and the slate govern¬ 
ments and the inadequate generation of 
resources for the size of development 
required”. 

A workshop on New Export Strategy, 
held in Calcutta in February this year 
under the joint auspices of the Indian 
Chamber of Commerce and the Indian 
Institute of Foreign Trade, asked for 
certain tax concessions to promote ex¬ 
ports. The Workshop recommended that 
if exporters earmarked a part of their 
profit for an export price equalisation 
account or export subsidy account, the 
amount thus kept separately should 
be allowed as a deduction for income 
tax. Incremental export earnings were 
also to be exempt from income tax. The 
workshop further suggested that the 
market development allowance should be 
raised from 33 J per cent to 50 per cent 
and that the government should explore 
the possibility of reviving the tax-credit 
system with reference to some export pro 
ducts. 

The government of India should examine 
these and other suggestions that have 
been made from time to time and provide 
our export industries with such fiscal assis¬ 
tance as may be necessary to enable them 
to compete effectively in the international 
markets. If, for some reason or the other, 
the government is unable to provide 
fresh incentives, it should at least refrain 
from making drastic changes in the exist¬ 
ing schemes. Recently, the government 
of India suspended the cash subsidy for 
bicycle exports, which was computed at 
30 per cent of the ^export value. The 
government's justification was that cash 
subsidy had become superfluous in view 
of the higher unit value realisation for 


bicycles in the last two years. But the 
industry has pointed out that the benefit 
of higher unit value has been nullified 
by the sharp increases in freight and 
in the costs of manufacture. It is feared 
that, as a result of the withdrawal 
of cash subsidy, bieyele exports which 
were valued at Rs 15 crores in 1973*74 
compared to Rs 10 crores in 1972-73 
might suffer in the coming months. New 
Delhi therefore should exercise caution 
in withdrawing the existing incentives and 
in altering them suddenly to the disadvan¬ 
tage of the exporter. 

It is significant to note that the cen¬ 
tral exchequer has been able to realise 
much higher revenue from export duties 
during 1973-74. The budget had estimat¬ 
ed Rs 79.5 crorcs from export duties in 
1973-74 but the revised estimate places 
this figure at Rs 82 crores. The estimate 
for 1974-75 is Rs 88 crores. These duties 
are derived mainly from a few items such 
as jute manufactures, de-oiled groundnut 
meal, hides, skins and leather, and Jumpy 
iron ore. The government should cons¬ 
tantly review the impact of these duties 
on exports and promptly adjust them 
suitably. 

The central budget has increased the 
capital outlay on foreign trade from Rs 39 
lakhs in 1973-74 (revised) to Rs 1.78 
crores in 1974-75. The higher provision is 
mainly for the Electronics Exports Process 
ing Zone in Santa Cruz and for developing 
the Kandla Free Trade Zone. But it is not 
known why no provision is made for sett¬ 
ing up free trade zones in other parts of 
India. Business organisations in Calcutta 
have been urging the government of India 
for many years for setting up a free trade 
zone in Haldia which is claimed to have 
much better locational and other advan¬ 
tages as compared to Kandla* But the 
government does not seem impressed by 
these arguments. 

The central budget has provided Rs 
56.44 crores for investment in general 
financial and trading institutions com¬ 
pared to Rs 12.75 crores in 1973-74. This 
provision is mainly for the State Trading 
Corporation, the Tea Trading Corpora¬ 
tion, and the Industrial Development 
Bank. Besides, the budget has set apart Rs 
87.24 crores for foreign trade and export 
promotion during 1974-75 compared to 
Rs 77.08 crorcs in 1973-74. This expen¬ 
diture relates to trade commissioners, 
directorates of export promotion and 
similar organisations. The provision for 
Market Development Fund is Rs. 71.87 
crores compared to Rs 66.77 crores in * 
1973-74. 

It is necessary to ensure that these 
funds are utilised in the most effective 
manner so as to give a fillip to export pro¬ 
motion. It is particularly important td 
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conduct intensive market surveys in the 
countries of the Middle East where our 
export prospects have now become 
brighter. The markets in South-East 
Asia also need more attention. The 
Commerce ministry should give proper 
publicity to the availability of more funds 
for market development during the next 
year and, what is more important, should 

Industrial 
prospects in 
West Bengal 

Mr Siddhartha Shankar Ray, the 
chief minister of West Bengal, told 
the Bengal Chamber of Commerce 
and Industry at its annual meeting 
on February 21, that the acute 
shortage of power in the state was the 
direct result of the non-allocation of 
sufficient funds by the centre for imple¬ 
menting the schemes for developing 
electricity. This may be one of the 
factors contributing to the prolonged and 
persistent power crisis in West Bengal. 
But, surely, the slate government should 
share the major responsibility for the 
present situation. The maintenance of 
the power plants has been consistently 
poor and the expansion schemes for 
augmenting the generating capacity have 
made tardy progress not so much be¬ 
cause of the lack of funds but due to the 
absence of a sense of seriousness on the 
part of the government of West Bengal 
in tackling this problem. 

Even if New Delhi did not provide 
sufficient money for power development 
in West Bengal, cannot the stale govern¬ 
ment ensure that at least the available 
electricity is distributed in a rational 
manner? Mr. A. W. B. Hayward, the 
President of the Bengal Chamber, said in 
his speech that the state had suffered 
“staggering losses in production by 
various industries on account of exten¬ 
sive and unannounced load shedding”. 
He disclosed that the jute industry lost 
44,000 tonnes of production valued at 
R 9 16.3 crores in the first nine months 
of 1973 while the loss in production by 
engineering units was about Rs 48 crores 
in the first ten months of the same year. 
Mr Hayward expressed the hope that 
the programme of progressive increase in 
power generation each year totalling 760 
MW by the end of the fifth Plan period 
would be achieved* Meanwhile, the state 
government should take appropriate 
steps to prevent the abrupt and arbitrary 
cuts in power supply, which not only 
affect production but damage costly 


see to it that the country gets the best 
return from this kind of expenditure. But 
obviously export promotion can gather 
momentum only when production increas¬ 
es substantially in the coming months. 
The government therefore should concen¬ 
trate attention on maximising produc¬ 
tion in field and factory in order to give 
a big boost to export drive. 

machinery, result in wastage of raw 
materials, and also strain labour rela¬ 
tions. 

Mr Hayward complimented Mr 
Siddhartha Shankar Ray on having bro¬ 
ught about a substantial improvement in 
West Bengal's economy. He said that 
West Bengal was jn many respects “more 
stable and better administered than some 
other states which, until recently, looked 
upon the eastern region with somewhat 
patronising mistrust”. But Mr Hayward 
hastened to add that it was possible that 
the situation in West Bengal seemed a 
little better only because throughout the 
rest of India it had so markedly deterio¬ 
rated in recent months, in any case, 
political stability is only a means to an 
end and Mr. Ray's government therefore 
should give much greater attention to 
the economic problems confronting 
West Bengal. 

The President of the Bengal Chamber 
emphasised the importance of accelerat¬ 
ing the development of the state’s agri¬ 
culture. He referred to the inadequate 
availability of such inputs as fertilisers, 
high-yielding varieties of seeds, water 
and pesticides. The scarcity of fertilisers 
has been particularly acute. Mr Hayward 
pointed out that urea whose controlled 
price was barely more than Rs 1000 per 
tonne was selling locally at three rupees 
a kg which indicated the value placed on 
it by farmers and the profits made by 
the middlemen. West Bengal depends 
heavily on outside agencies for the 
supply of most of the inputs required 
for agricultural production. New Delhi 
therefore should ensure that these arc 
adequately and regularly made available 
to West Bengal. 

Dealing with industrial problems, 
Mr Hayward referred to the failure of the 
railways to provide efficient services. The 
railways in the eastern region transport 
about 85 per cent of the coal required to 
generate energy for power stations and 
for industrial use. But against the daily 
requirement of 2200 wagons to be moved 
from pithead to consumers, only about 
1650 wagons have been actually trans¬ 
ported in the last three months. He said 
that unless this problem, which was 
mainly one of discipline and effective 
communication, was solved, it would be 
difficult for coal to fill the gap in the 


energy ecjqation even if production in the 
mines might increase according to the 
plan. He suggested that the coal indus¬ 
try should be “reorganised and remotivat¬ 
ed to double national output over the 
next five years”. 

Mr Hayward dealt with the difficul¬ 
ties of some important industries in 
West Bengal in increasing production. 
The jute industry is seriously handicap¬ 
ped by power shortage and the engine¬ 
ering industry by the scarcity of ferrous 
and non-ferrous raw materials. Tea's 
problem is of securing development 
finance mainly because of its low level 
of prices. The flour industry which—in 
the words of Mr Hayward—provides 
“the stuff of life, particularly in the 
metropolitan area”—is operating only at 
around 50 per cent of rated capacity 
due to shortage of wheal. The paper 
industry is also affected by the scarcity 
of raw material and the difficulty in 
getting paper-making machinery. While 
the state’s major industries are thus 
handicapped in many ways, the port of 
Calcutta suffers from problems “too 
numerous to mention”. 

It is hardly surprising therefore that 
the growth of employment opportunities 
in West Bengal has been wholly inade¬ 
quate, which creates many socio-econo- 
micproblems. What seems surprising how¬ 
ever is that the political parties and trade 
unions have been doing hardly anything 
constructive to speed up West Bengal's 
economic progress. Mr Siddhartha 
Shankar Ray admitted in his speech 
to the Bengal Chamber that members of 
the ruling party also sometimes en¬ 
couraged inter and intra-union rivalry 
lor political or personal reasons. He 
disclosed that the state government would 
soon introduce an ordinance to end this 
kind of rivalry. 

Whatever maybe the nature of the 
measures contemplated by the chief 
minister, it seems doubtful if, in the 
present political background of West 
Bengal, the trade unions can be disciplin¬ 
ed so easily. It is certain however that 
without some effective check on the 
growth of mushroom unions and their 
disruption^ tactics, often motivated by 
political considerations. West Bengal’s 
economy cannot advance rapidly in the 
coming years. The central government 
should, of course, see to it that West 
Bengal's claims for more funds, raw 
materials, and other types of assistance are 
promptly and adequately met. But it is 
mainly the responsibility .of Mr Ray’s 
government to create such conditions as 
will help the state to achieve a faster 
rate of growth of its economy during the 
fifth five-year Plan period. 
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POUTS OF VIEW 


TTK-He lived like 


V. Balasubramanian 


a legend 


TTK was a legend even in his lifetime. 
But he was also more than a legend; he 
was a very real human being. There was 
nothing of 1 Jiim that was not authentic. 

He was a man of sli ong likes and dislikes 
and he, in his turn, was greatly admired 
and often deeply loved - or, denounced 
downright. This"suited him well enough 
for life to him was a challenge to assert 
his individuality and made good that 
assertion. His ego was larger than life- 
size, of course, but he was not an egoist 
since he would never let his ego master 
him. On the contrary, he laid down the 
law even for his enormous ego. 

TTK used to say that, while he did not 
believe in rituals, he had a religion of his 
own definition. He certainly had tre¬ 
mendous pride in the Tamil vajshnavitc - 
brahmin tradition to which he belonged by 
birth and he took immense pleasure too 
in the culture of the same origins in which 
he had consciously educated himself. 
There have been references to his belief 
in astrology. Perhaps he was more fond 
of the astrologers, of whom he had seve¬ 
ral in his entourage, than he was credu¬ 
lous about their pretensions or predictions. 
TTK however did seem to have persuaded 
himself that he not only knew what his 
destiny was but also that he could anticipate 
it. This assumption, which was far from 
being demonstrably right, was possibly 
at the base of many of the major decisions 
of his life or career such as, for instance, 
the timing of his resignation from die 
Shastri cabinet. 

object of controversy 

As he was almost always an object of 
controversy throughout his eventful public 
life, especially as a minister in the central 
government, there v.ere and there had to 
be invariably nunc than one view of his 
performance in public office. There can 
however be no doubt at all that he played 
a more significant role than most in giving 
substance and shape to the nation’s eco¬ 
nomy or influencing the direction of its 
industrialisation lor nearly twenty years 


after independence. He was without 
doubt the best minister for Industry or 
Commerce the country has had and, in 
those capacities, he wrought niightly to 
sow the seeds of the nation’s industrial 
growth and nurse its seedling fortunes 
against heavy odds. It could be held, 
however, that he was not a very good 
Finance minister for India to have had and 
that, on balance, his fiscal policies did 
cancel out some of th‘5 good his initiatives 
in industry and commerce were leading 
to. 

scorned red tape 

There had been debate 100 over his 
qualities as an administrator. He scor¬ 
ned red tape and had contempt for file¬ 
building, for he loved to deal with men 
and ideas. But there were seasoned bur¬ 
eaucrats with no axe to grind who felt at 
the time that his way of functioning des¬ 
troyed many of the institutional sinews, 
both visible and invisible, which, after all, 
must keep not only the machinery of go¬ 
vernment together, but also its processes. 
While it is true that TTK delegated func¬ 
tions and responsibilities generously and 
imaginatively to officers at various leve¬ 
ls and thus helped to build up a number 
of them by bringing out the best in them, 
his hand, equally truly, fell heavily--and 
not always with sure judgment- on not a 
few men in the services who found them¬ 
selves on the wrong side of him. Never¬ 
theless, by generally refusing to suffer 
fools gladly or otherwise, he did help to 
set standards of performance for officials 
which contributed greatly to both prag¬ 
matism and dynamism in administration. 

Of his brilliance of intellect and the 
foresight or force of his comprehension 
of the economy, much has been deserve¬ 
dly said. What had most excited me in 
this context was the bold vision of the 
decision he took to accent the LD process 
for the Rourkela steel plant. Patented 
by a couple of Austrians, this process 
was at the time virtually an untried one, 
and, with the possible exception of 
Canada, India was the first to go in for 


it, thanks to TTK. Although no steel 
expert himself, he could sec that this tech¬ 
nique belonged firmly to an emerging new 
technology of steel-making. It may be rele¬ 
vant to add that no one foresaw as early 
or as clearly as TTK did that the achieve¬ 
ment of almost all the vital targets of 
our country’s development would depend 
on a large-scale steel-development pro¬ 
gramme with at least a twenty-year per¬ 
spective. So convinced was he of this 
that he did not hesitale to contemplate an 
Indo-Amcrican joint venture in the pri¬ 
vate sector at a time when public sector 
steel happened to be India’s most sacred 
cow. That in this case, as in some others, 
his economic judgment could not have its 
way, was one of the not-so-minor trage¬ 
dies resulting from the politicizing of the 
nation’s economic planning. 

It is tempting to refer to come of his 
more interesting personal equations with 
the politicians or officials with whom he 
came in contact in the central government. 
It is of course no secret that he could 
not get on with many of his senior collea¬ 
gues in the government. He had .basic 
respjet for Sirdar Patel but they were 
not on the same wave length. He had 
sneaking admiration for Mr Krishna 
Menon but not, I suppose, much respect. 
With Maulana Azad he preferred to have 
as little to do as possible. 

ambivalent attitude 

Towards Mr Morarji Desai there was 
a great deal of ambivalence in his feelings 
and attitudes. He used to claim that it 
was he who had urged Nehru to bring 
Mr Desai to the centre and that he persis¬ 
ted with this suggestion even after Nehru, 
according to him, had warned him against 
his putting too much trust in Mr Desai. 
TTK was never able to take Mi Oulzari- 
lal Nanda wholly seriously but he was not 
basically hostile to him. Even when he 
was provoked into pouring ridicule on 
some of Mr Nanda’s fads, such as the 
AmbarCharka, he did so without even 
a trace of malice. 

He thought much of Mr Swaran Singh 
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in the fields of 


and welding 
^ait from one source. 



A pioneer in the field* of ( 
industrial gases, welding, 
medical gases and apparatus, 
liquid oxygen explosives— 
IOL has over the years 
introduced the most advanced 
technology and equipment 
and contributed its expertise 
based on world'wide 
experience in the service of 
Indian industry. Through e 
steady process of import 
substitution. IOL has helped 
to make the country virtually 
self-sufficient in these fields. 
Today IOL is moving on 
to new fields—manufacture 
of air separation plant, for 
instance. lOL’s Diversification, 
Research and Development 
wings are busy examining 
the technological gaps that 
still exist and preparing 
schemes for new projects 
that will fill these gaps. 

So that it can serve the Indian 
paople in the future as it 
has in the past. 

Helping India 
to help itself* 
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The many faces of love and care 


You fly to go places. But flying means 
a lot more. It means going in style, in comfort 
and going with the right people. 

That’s where the face comes in—the face 
you look upon for love and care. The face that 
speaks your language, serves your food, 
belongs to your culture as much as you do. 

The face that understands you so completely. 
The face of our hostess. 

There’s something indefinable about her. 
Something you may not understand, but feel; 
something you may not demand, but need; 
something you may not praise, but.be secretly 
grateful for. Like the times when she serves 
you a perfect Indian meal, or gives you an extra 
pillow, a second cup of tea, a perfumed towel, 
plays with the children or lights your cigarette. 


Our hostess makes you feel loved and cared 
for like no other airline can. 

Next time you fly, remember Air-India - 
your country’s airline. We know what 
it means to be an Indian, what it takes to 



• M. tin* 
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and had genuine regard for the latter’s 
persevering patience and tact, qualities he 
himself was not overabundantly blessed 
with. He was fond of saying that he 
could always trust Mr Swaran Singh. His 
most productive working relationship, 
however, was with Govind Ballabh 
Pant. This was not merely a transaction 
of convenience, for TTK had considerable 
warmth of feeling for that very worldly 
wise man in whom he found a powerful 
ally on difficult occasions, political or 
other. 

For Mr Jagjivan Ram lie had the hig¬ 
hest praise and he used to describe him 
as easily the ablest minister in Mrs 
Gandhi’s cabinet. Mr Chavan and he 
never hit it off and it is doubtful that 
either of them even tried to. There was 
never much lo\e lost between him and 
Mr C. Subramaniam and at least some 
part of this was due to the complexities 
of Tamil Nadu politics. He thought of 
Mr C. D. Dcsiumikh as—to borrow a 
phrase made famous in British politics— 
‘a desiccated calculating machine.' In the 
last year of his lite, he expressed such 
bitterness of Shastri’s betrayal—as he put 
it—of him that it was painful to listen to 
him. 

With regard to ministers who had 
worked as ‘juniors to hind at one lime or 
another, he had his preferences and preju¬ 
dices which he seldom cared to conceal. 
He had a soft corner for Mr Nityanand 
Kanungo and Mr Mahnvir Tyagi. Mr 
B.R. Bhagat was another he favoured, but 
he was not too kind to Mr Karmarkar 
and he could barely tolerate Mr Manu- 
bhai Shah in the later years. Inciden¬ 
tally he claimed that lie could not stand 
Mrs Tarkesliwari Sinha either. 

opinion about officials 

As for the senior officials who worked 
with him, his opinion of Mr H.V.R. lengar 
was not as high as Mr lengar's own 
opinion of himself, but he had tremendous 
regard for the ability of Mr H.M. Patel. 
Mr S. Bhoolhalingam and Mr K.B. tall 
were very close to him. They learnt much 
from him and he greatly appreciated their 
lively intelligence and their talent for 
sound and quick decision-making; and, in 
the case of Mr Lall especially, that truly 
remarkable capacity for hard work. 
Another senior civil servant who got 
along very well with him was of course 
Mr L.JC* Jha. Among the younger genera¬ 
tion of officials he had his strong 
favourites, mostly deserving. He thought 
highly, for instance, of Mr Govindan Nair, 


Mr S, Jagannathan he considered pedes¬ 
trian and Mr T. Swaminathan not con¬ 
structive enough. 

TTK was adept at using the journalists 
in the capital and lie was rather amused 
when some or the bandicoots in the 
profession—or the veterans, if you like ■ 
went away with a feeling that they had 
got more out than he had intended to give. 
Some of these newsmen were among his 
sources, reliable or not so reliable, of 
news or gossip about other ministers or 
politicians, and if occasionally he reward¬ 
ed them with some spicy information 
that could make trouble for him, lie did 
not let it worry him loo much. His 
press conferences were infrequent events, 
but when he did hold them, he always had 
something to say and he said it in just the 
way that would make the headlines. 
There was of course never a dull moment 
when he got together with newsmen and 
he had a charming way of taking the edge 
off the sharpest of exchanges. Inciden¬ 
tally, he was never rattled and when he 
lost or seemed to lose temper, he did so 
dclibeiately and lor a purpose. 


quaint introduction 

My own introduction to him did not 
come about in the most propitious cir¬ 
cumstances. In those days—I am talking 
of the earlier fifties The Hindustan Times 
used to carry in its Evening News a 
column in a more or less light vein 
captioned “Round the Metropolis” con¬ 
tributed in turn by various members of 
the editorial stalf who rejoiced in the 
collect ivc nom-lie-plume of “Right Angle.” 
On an occasion, when it fell to my lot to 
do this piece, l took TTK to task for 
some very sharp criticism by him of the 
education policy of Rajaji who was at the 
time chief minister of what was then 
Madras state. 1 wrote that if TTK 
thought that he could succeed Rajaji as 
chief minister, he was very much mistaken 
since, clearly, no hrahrjtin had that chance. 
I added that if, there was to be a 
successor to Rajaji, it would be Mr 
Kamaraj and not Mr TTK. This seemed 
to have hurt him and indeed he was so 
angry as to promptly set about finding out 
who had attacked him. A very senior 
member of our editorial staff, l believe, 
obliged him. A few days later, while 1 
was in the central hall of Parliament, L 
saw 1TK enter. He came striaght towards 
me, walking more than half the way 
across the hall, and even as I was wonder¬ 
ing what to expect, he extended his 
hand to me and said that he had 


points of view 

heard of me for the first time only u few 
•jays ago and was wanting to mcci me. ■ 
Then came un impish smile on his face 
and speaking very gently he told me, ; 
“You write well and you are not afraid. ; 
Please do keep it up.” 

stimulating talks , 

In professional and personal terms it 
was indeed a great thing for me that thus 
was started a phase of liberal education | 
througli my informal talks and discussions 
with him over a long period of years. 1 
hud been privileged to spend many, many 
Saturdays, going to him and talking with 
him in the early hours of the morning, 
not only on the tilings that interested him 
but also on the things that interested us • 
both. I never hesitated to tell him that 
in my view his fiscal policies were not i 
doing the good that lie apparently intend¬ 
ed them to do and his retort would be i 
that I just did not understand the political 
compulsions of a democratic system of 
government in a country of mass poverty. 
However, neither economics nor politics 
was the most important part of the intel¬ 
lectual substance 1 sought from him. By 
basking during those golden hours in the < 
sunshine of his stimulating mind, 1 
flattered myself and l felt too that 1 was 
becoming a little less unequal to the 
intellectual challenges of my life and 
profession. 

i 

TTK of course very nearly idolized i 
Nehru. He sincerely believed that Nehru 
was the greatest Indian of his generation. * 
He was convinced to the point of fana¬ 
ticism that India would have gone under 
but for Nehru’s prime ministership. He 
also had the most genuine affection for 
Nehru and even when he fell that he had 1 
received less than fair treatmentfrom him, 
he would never question Nehru’s good ( 
faith or Nehru's personal goodness 1 
towards him. 

Something of the affection he felt for 
the father he promptly transferred to the 
daughter. I do not think that he had any 
illusions about Mrs Gandhi's comprehen¬ 
sion of the nature or magnitude of the 
economic problems our country faces but 
neither did he have any doubt that she 
was the best prime minister India could 
have under the circumstances. 

Here 1 might tell an anecdote. This 
was immediately after Tashkent and 
Shastri’s sudden death. Discussions were 
still going on about a successor and TTK 
was in Delhi staying at the Shah Jchan 
road house, I happened to remark 
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casually that I hoped that Mr Kamaraj 
was not thinking of Mrs Gandhi for the 
next prime minister. A look showing* 
some surprise came to TTK’s face and he 
asked lather sharply, “Why not? What’s 
wrong if he does?” Promptly 1 retorted, 
“Everything.” 

We have always been hearing about 
TTK’s penchant for making enemies but 
surely the remarkable thing about him 
was his capacity for friendship. It is true 
he was profligate with this emotional 
resoiirce and some very weird characters 
or strange creatures were certainly able to 
exploit the largeness of his heart for their 
ends but, as against this, was his attach* 
ment to and deep understanding with 
men like Mr Kamaraj whose personal 
relations with TTK survived even the 
pressures of the Congress split, or Mr 
T.S. Krishna of the TVS group between 
whom and TTK there was the most pro¬ 
found mutuality of companionship. 

A person in whom TTK inspired great 
regard and for whom he himself had 
equal regard was Mr G.D. Birla. Mr 
Birla, naturally, did not sec eye to eye 

Indexing 


In ihi: Eastern Economist of September 
14, 1973 was published an article by Mr 
0. R. Thiagaraja Varma under the above 
caption in which he proposed the intro¬ 
duction of an inflation indexing system in 
connection with personal income taxon 
Canadian lines. The Canadian govern¬ 
ment’s budget for the current year has a 
proposal to introduce such a system. 
Under the proposed system, an inflation 
; actor would be determined in each year 
which would be based upon the increase 
in the consumer price index in an imme¬ 
diately preceding period and in each year 
the principal exemptions would be increas¬ 
ed by the inflation factor. This would 
include the basic exemption, the marital 
exemption, the exemption for dependents 
and the exemptions for the aged, the blind 
and the disabled. In addition, every year 
each of the brackets of taxable income 
would be adjusted upwards by the infla¬ 
tion factor. 

This system has been proposed to offset 


with TTK on such issues as corporate 
taxation or industrial controls, but in his 
view TTK was in a class by himself where 
quickness of understanding, promptness 
in taking decisions and vigour in admin¬ 
istration were concerned. Each admired 
and respected the other for his dynamism, 
drive and dedication to a shared vision of 
the country’s industrial future. As for 
Rajaji and TTK, it was essentially a love- 
hate relationship which was as bedevilled 
by an incomptability of temperament as 
it was blessed by their mutual awareness 
of each other’s excellence. 

TTK really lived two lives, one after 
the other. The first he lived as he thought 
life should be lived; the second he lived 
as he wanted life to be lived. In the 
earlier life he made money and enjoyed 
making it. He also spent money almost 
as fast as he made it and he enjoyed this 
even more. He lived well, reading widely 
but mostly what he enjoyed reading, a 
connoisseur of music and dancing as of 
food and clothing, having fun at the 
races or driving a fast car through the 
sleeping countryside during the long, lone 
hours of the night. Then there was this 
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second life, when much of what that first 
life used to be seemed to have become 
somehow irrelevant. 

The challenge of working side by side 
with Nehru in industrializing India and 
building its economy for the purposes of a 
welfare state set off in him an overpower¬ 
ing passion for work so much so a stage 
came when it became impossible for him 
to think of life outside these terms. 
Nevertheless, when the turn of political 
events brought about his retirement from 
public life, he discovered to his surprise 
that an old man reflecting on his life and 
reminiscing about it could still find a 
place for some time more somewhere on 
the banks of the main stream of life. 
Even the last year of his life was taken 
up with a daring concept of political 
arrangement for bringing Mrs Gandhi and 
Mr Kamaraj together. 1 do not think that 
he believed that this could save India, but 
it was certainly his hope that this would 
at least save Tamil Nadu. To the last, 
then, he was a realist who was an optimist 
and who, if he so often loved to indulge 
in conceits of cynicism, did so only to 
upset lesser minds. 


income tax: - 

Canadian scheme 


the damaging effects of inflation which 
Canada has recently been experiencing, on 
tax paying public. Indexing of the perso¬ 
nal income tax will put an end to the ero¬ 
sion of purchasing power resulting from 
the interaction of inflation with the prog¬ 
ressive tax system. Under inflationary 
situations, a tax-payer may be asked to 
pay higher income tax even though his 
real income may not have gone up. The 
object of indexing is, therefore, to eliminate 
this unfair treatment and the penalty 
suffered by the taxpayers in times of in¬ 
flation when the existing system taxes in¬ 
creasing amounts from personal income. 
Since India is at present experiencing an 
acute inflationary situation and since we 
have given up the system of allowance 
based on marital status or dependent 
children and so on, the author proposes 
that we can at least think in terms of 
applying inflation factor to the basic 
exemption limit and tax brackets. He 
has also invited some meaningful and use- 
ful discussion as to the utility or practi¬ 


cability of such a proposal in the Indian 
context. This article has been written in 
response to this invitation from Mr 0. R. 
Thiagaraja Varma. 

The proposal to introduce inflation 
factor to the basic exemption limit and 
tax brackets in Indian income tax struc¬ 
ture, no doubt, appears to be attractive in 
so far as it is capable of bringing about 
justice to the tax payer whose real incomes 
have been reduced due to inflation. But 
there arc some other considerations which 
seriously undermine the importance of 
such a proposal in the present context of 
the Indian economy. In fact, the aim of 
the tax policy is to impart justice to the 
tax-payer but this justice must be woven 
into the entire tax structure and not into 
the direct tax structure alone. Apart 
from this, the most important object of 
tax policy for an economy such as ours 
experiencing continuous inflationary pres¬ 
sures is to curb the inflationary rise in 
prices. The proposed Canadian scheme, 
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LIC s Group Insurance Scheme 

If you want to tick off 
all its advantages _ 

on your fingers, you'll fTJGh 

have to ask someone Zf|l 

to lend a hand! <-\n rfxA) 


Today, its protective ^ 

umbrella shelters 
over 9 lakh families 
from economic hardship 
and uncertainties of 
the future. 

Wouldn’t you agree that staff loyalty is a vital 
asset to your organisation ? LIC helps you achieve 
this. Witn a proven concept in employee welfare 
and security—the Group Term Insurance Scheme! 
This simple and economical employee benefit 
plan is specially designed for progressive 
employers. 

Under this scheme, you are able to provide 
low-cost insurance protection to your employees 
—even to those in the lower income-brackets 
who may otherwise find it difficult to afford 
life insurance on their own. 

Benefits to Employees 

e Insurance cover automatically granted to all 
employees who are actively on duty up to a 
stipulated limit—no botheration of medical 
examination. 

• Benefits payable to dependents are free of 
income tax. 

• Premium paid by the employer is not treated as 
taxable perquisite in the hands of the employee. 
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Benefits to Employers 

• Enables the employer to attract and retain 
talented staff. 

e Premium paid is allowed as an item of 
deductible business expenditure. 

• No need to sanction ex-gratia payments to 
widows and dependents in the event of 
accidental/untimely demise of employees 

For complete information on this Scheme, please 

contact your nearest LIC Divisional Office, or 

The Group Manager, 

Group & Superannuation Schemes Dept., 

LIC of India, Central Office, Yogakshema. 

Bombay 400 021. 

There is no substitute for Life Insurance. 
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while pursuing relentlessly the policy of 
justice in income-tax structure, will mostly 
fait in its objective of curbing inflationary 
pressures. Starting from a position of 
inflationary rise in prices, the inflation 
factor will be introduced and this wilt 
raise the exemption limit and brackets of 
taxable income will be adjusted upwards. 
As a result of it, the income tax payers 
will be asked to pay less and more income 
will be left in their packets to bid for 
goods which are generally in short supply. 
This will further accentuate the inflationa¬ 
ry rise in prices and the question of intro¬ 
ducing inflation factor and raising the 
exemption limit will once again crop up. 
Thus a vicious circle of inflationary rise 
in prices and enhanced exemption limit 
and upward adjustment of income tax 
brackets would be created. So this system 
while giving some justice to taxpayers 
will do nothing to check the inflationary 
situation. In fact, at present no tax 
schemes is desirable in India which docs 
not check the inflationary rise in prices. 

shrinking revenue 

At this stage one could argue that the 
tax-structure as a whole would be capable 
of curbing the inflationary pressures in 
India and in this way the task of impart¬ 
ing justice will be combined with the anti- 
inflationary role of the tax policy. But 
let us analyse what will be the real situa¬ 
tion The inflationary factor is introduced 
in income tax structure in order to protect 
the real income of the tax payers. On 
the same ground there is also the case for 
protecting the real value of government 
revenues in times of inflation so that the 
government may take up and continue 
development plans in the country. This 
would only be done if more revenues are 
forthcoming to neutralise the inflationary 
factor. But as we have seen, the income 
tax revenues will be reduced by the infla¬ 
tionary factor. Naturally, in order to 
protect its revenues the government will 
turn to indirect taxes which will have u 
tendency to rise more rapidly in comparison 
to direct taxes. The rise in indirect taxes 
wilt further accentuate the rise in prices. 

The rising prices may not curtail demand 
because such effect is not possible in case 
of essential commodities. Thus the in¬ 
direct tax structure will not be capable' of 
playing an anti-inflationary role. The 
heavy dependence on indirect taxes in our 
country bat really been a factor pushing 
up the prices front year to year. What is 
seeded is that with a rise innational income 

laffnarngooNOMar 


and prices the dependence on indirect taxes 
should be reduced and it should shift to 
direct taxes. This will impart built-in 
flexibility and built-in protection against 
inflation in the income tax structure. 

Merc wc could pause for a moment and 
consider whether the so-called justice 
brought about hy the introduction of in¬ 
flation factor is a reality or not. It appears 
at once that while the tax payers may be 
asked to pay a little less following the 
introduction of inflation factor in income- 
tax structure, they will be asked to pay 
even more in terms of indirect taxes. This 
will specially hit hard the poor and mid¬ 
dle classes. This is nothing but distributing 
justice with one hand and taking it back 
with another. Thus the so-called justice 
brought about by the introduction of in¬ 
flation factor really vanishes. 

It is a recognised economic principle 
that rich people, big businessmen and 
producers reap rich dividends in times of 
inflation. This is due to the fact that the 
periods of rising prices arc the periods of 
progressive rise in their profits. So during 
the period of inflation if the exemption 
limit is raised and the brackets of taxable 
income are adjusted upwards by the infla¬ 
tion factor, their total tax liability will fall. 
In this way big businessmen and produ¬ 
cers will be doubly benefited in so far as 
their profits will be enhanced and 
their tax liability will be reduced. Thus 
the introduction of inflation factor in 
income tax structure brings about double 
benefit to businessmen and producers for 
only one reason, i.e., inflationary rise in 
prices. On the other hand, inflation will 
adversely affect those whose incomes are 
rigid or slow-moving. As a result, the 
introduction of the proposed scheme is 
likely to accentuate the disparity in the 
distribution of income as between the rich 
and the poor classes. 

unearned income 

The element of unearned income for 
income tax purpose invites another con¬ 
sideration in this respect. We know that 
unearned incomes involve no cost or effort 
in obtaining them. Again, earned incomes 
imply sacrifice, inconvenience and trouble 
to the earners while unearned incomes 
imply absence of sacrifice and inconveni¬ 
ence. So there appears to be no case for 
treating earned and unearned incomes 
equally for the purpose of introducing 
inflation factor in the income-tax structu¬ 
re. In fact, since the acquisition of un- 
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earned incomes involves no cost or effort, 
there is no question of maintaining their 
real value intact following inflationary 
pressures in the economy. So the inflation 
factor should nol be introduced with 
regard to unearned incomes. The intro¬ 
duction of inflation factor with regard to 
such incomes, in a way, will imply, injus¬ 
tice to those tax payers whose incomes 
are earned. 

In fact, there is a difference between the 
tax structure of developed and underdeve¬ 
loped countries. The tax systems of almost 
all underdeveloped countries are charac¬ 
terised by a small proportion of revenue 
raised by direct taxation. On the other 
hand, direct taxes as percentage of total 
lax revenue occupy relatively greater im¬ 
portance in the tax structure of developed 
countries. For example, in Canada the 
percentage of direct tax revenne to total 
tax revenue is about 60 while in India it 
is less than 30. Thus indirect taxes com¬ 
prise more than 70 per cent of the total 
tax revenue of the government of India, 

making poor poorer 

This heavy dependence on indirect taxes 
has really been one of the contributing 
factors leading to rise in prices and ac¬ 
centuating disparity in the distribution of 
income. In such circumstances, the Cana¬ 
dian scheme of introducing inflation factor 
in the income tax structure should not be 
adopted in India. In fact, nothing should 
be done which will increase dependence 
on indirect taxes in our country. But h,s 
we have seen earlier, the introduction of 
inflation factor in Indian income tax struc¬ 
ture will indirectly mean more dependen¬ 
ce on indirect taxes. Iti Canada, such a 
scheme may have only marginal effects 
on prices because that country heavily 
relies on direct taxes and it will not adver¬ 
sely affect the distribution of income, in 
India, on the other hand, this scheme will 
further raise the percentage of indirect 
taxes to total tax revenue and this will 
give rise to inflationary pressures. Thus 
the tax policy will not be allowed to play 
its anti-inflationary role. Moreover, the 
so-called justice imparled to income tax 
payers will, in most cases, be at the cost 
of even those poor people who do not 
pay income tax, for they will be asked to 
pay more indirect taxes in terms of higher 
prices. Thus on the basis of these consi¬ 
derations, there appears to be no justifica¬ 
tion for introducing inflation factor to the 
basic exemption limit and tax brackets in 
the Indian income tax structure. 
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London, 


The oil threat to the 


Josslyn Hennessy 


world economy 


I 

In The West 

r * r 

If Yhi; oil shortage continues, western 
industrial countries arc likely to sulfer a 
supply-induced slowdown in produc¬ 
tion over and above what had been 
expected on business cycle grounds. 
Demand for products complementary to 
oil consumption will he hit too. 

However, supply problems hardly 
show up in the 1973 growth rale of real 
gross national pnxJuels yet: average 
annual economic growth in western 
1'uiope accelerated from 3.5 per cent in 
1972 to 5.5 per cent last year, and outside 
Hu rope from about 6.5 per cent to 7 pc r 
cent. The slower pace of expansion in the 
second half of 1973 was both demand-and 
supply-induced; but even in countries with 


reserves of capacity, accelerating inflation 
i a used the authorities to continue to ap¬ 
ply the brakes. 


The main feature of the business 
cycle in 1973, in western Europe, in the 
United States und in Japan was intense 
investment activity in industry. However, 
the slowdown in housing investment gra¬ 
dually started to spread to other areas 
ot demand as well. Peak consumption 
went up at a slightly slower pace than 
gross national product in 1973. On the 
payment front improvement in the US 
balance of payments has helped to con¬ 
tain currency troubles; the international 
exchange of goods and services increased 


more rcpidly than the other components 
of gross national product. 

Forecasts for 1974 were assuming a 
marked fall-off mainly demand-induced 
— in economic expansion, even before 
the oil shortage started. Increase of pri¬ 
vate consumption was expected to slow 
down slightly, but, above all, the forecast 
was for near-stagnation of investment 
activity. There was every reason to as¬ 
sume that the shifts in foreign payments, 
brought about by exchange rate realign¬ 
ments, would continue to reduce unwanted 
current account and payment balances. 
The effects of the energy shortage must 
now be added to this. 

A cutback in energy supplies will not 
be fully reflected in the growth of gross 
national products; the industrial countries 
will try to counter the emerging energy 
shortage by savings in the private house¬ 


hold sector. This ignores the secondary 
and tertiary effects, which are difficult to 
gauge and which might have both negative 
and positive aspects - particularly for in¬ 
novation processes—as far as production 
is concerned. Model calculations assuming 
large-scale oil substitution and saving, as 
well as a reduction in stocks, show that 
the oil shortage will hit the industrial 
countries in very different ways. 

The decisive faelor is (a) the extent 
of dependence of different countries on 
oil imports from Arab countries, and (b) 
whether the Arabs classify them as 
“friendly'* or “neutral” or “hostile**. 

However, any assumption about Arab 


oil deliveries in 1974 must be based on 
the governments* current attitude and 
are therefore not very reliable. It is assume 
ed that the Arab countries will continue 
to discriminate between different indus¬ 
trial countries, i.e., that they will keep 
oil deliveries to “friendly'* countries at 
the 1973 level, cut deliveries to “neutral” 
countries by 30 per cent on 1973, and 
continue to embargo deliveries to “hostile** 
countries. The oil companies* policy 
will also entail some re-routing of oil, 
e.g. from France and Britain to the 
Netherlands, partly in response to indivi¬ 
dual countries* different price policies. 

France & US do best 

Even so, the total energy shortfall wi 
differ considerably from country to coun¬ 
try. Most comfortably off arc France, 
which is exempt from the boycott, and 
the IJSA, which up to now has been rela¬ 
tively independent of Arab oil. Even 
assuming that coal will be substituted for 
oil, all other countries will still suffer a 
reduction in total energy supplies. Worst 
hit are the Netherlands, Italy and Japan. 
Even if private households were to cut 
their oil consumption (heating oil and 
petrol by 20 per cent, many countries 
would still have to accept a reduction 
in energy supplies for industry. At this 
level of saving, the USA and France need 
not suffer a supply-induced slowdown in 
industrial growth. But it seems doubt¬ 
ful that they will go for such drastic 
savings. 

The prospects for this year’s economic 
growth seem to be that only France and 
the USA are likely to see any increase 
in their gross national product. The 
second group of countries, which includes 
West Germany and Britain, will get 
about the same GNP as in 1973. Other 
countries, particularly the Netherlands. 
Japan and Italy, may suffer falls in pro¬ 
duction. The European Economic Com¬ 
munity’s total GNP looks like falling 
by about 1.2 per cent from the 1973 
level. 

In these circumstances! the trend in 
the GNP’s individual components can 
only be guessed in broad outline. Private 
c on s ump tion is still likely to prove the 
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most stable (actor, although it could suffer 
severe cutbacks, particularly in the motor 
trade. In a supply-induced recession the 
governments' efforts to stimulate econo¬ 
mic activity through public spending can 
have only a limited effect. Private in¬ 
vestment will be worst hit: even essential 
investments of substitution and innerva¬ 
tion will spread over a longer period. 

The slowdown in economic growth, if 
not a standstill or even a fall in GNP in 
most industrial countries, will mean a 
cutback in employment and in capacity 
utilisatoin. If production remains static, 
productivity increases will release labour 
and productive potential. 

II 

Oil Shortage Feeds fnflation 

But the oil crisis not only holds out 
the prospects of unemployment, it also 
feeds inflation, which up to now has 
hardly responded to the economic slow¬ 
down. 

In this situation the outlook for wages 


takes on a crucial importance. The 
unions in most countries are asking for 
large wage increases to compensate for 
rapid inflation. 

But if production is stagnating or even 
falling, large wage increases add further 
fuel to inflation. 

A moderate wages policy, aiming to 
preserve real incomes, together with pro¬ 
fits, which are slowing down across the 
economy anyway, would be better suited 
to the current emergency. The union* 
would, if they were realistic, now concent¬ 
rate on generally bringing down hours 
of work or pushing up holiday settlements 
in order to keep unemployment as low 
as possible; the yardstick for the amount 
of reduction possible in working hours 
is the extent to which productivity can 
be increased. 

Public spending loo can help to safe¬ 
guard employment. It can try to mini¬ 
mise the impact of labour cutbacks by 
creating new jobs elsewhere, especially 
in sectors which use little energy or 


which help to substitute and save energy. 
There could be lax incentives for invest¬ 
ment that would mitigate the energy 
bottleneck; and perhaps help for sectors 
where the drop in employment is out of 
proportion to the energy cuts. 

The cutbacks in oil supplies, intended 
mainly as a weapon against those indus¬ 
trial countries classified as neulrul or hos¬ 
tile, will quickly affect the entire third 
world as well. Its sales prwpects will 
suffer, either because fall-off in the indus¬ 
trial countries’ production will reduce 
the demand for raw materials and semi¬ 
manufactures, or because income losses 
will reduce available purchasing power. 

The pattern of international trade is 
likely to change considerably. The main 
beneficiaries will be those countries able 
to offer substitute energy products e.g. 
coal and gas, or goods that can make 
up the shortfall in synthetic oil-based pro¬ 
ducts, such as natural fibres. There will 
also be extra opportunities for countries 
less hard hit by the oil shortage cither 


Gross National Product in Western Industrial Countries 


Weights 1 ) 1972 Annual change in per cent 



in per cent 


1971 



1972 



1973 s ) 



GNP 

—» 

German 

exports 

real 

noni. 

prices'*) 

real 

nom. 

prices 3 ) 

real 

nom. 

prices 3 ) 

West Germany 

10.3 

__ 

2.7 

10.6 

7.7 

3.0 

9.3 

6.0 

5.5 

12 

6 

France 

7.8 

17.6 

5.0 

10.2 

5.0 

5.4 

11.4 

5.7 

6.5 

J3.5 

6.5 

United Kingdom 

6.4 

6.4 

2.4 

11.3 

8.7 

2.3 

9.9 

7.4 

6 

14.5 

8 

Italy 

4.8 

11.4 

1.6 

8.3 

6.6 

3.2 

9.3 

5.9 

4.5 

15.5 

10.5 

Netherlands 

1.8 

13.7 

3.8 

12.7 

8.6 

4.5 

13.8 

8 9 

4.5 

14 

9 

Belgium 

1.4 

11.1 

3.5 

9.4 

5.7 

5.4 

11.6 

5.9 

5.5 

13 

7 

Denmark 

0.9 

2.7 

4.0 

10.2 

6.0 

4.6 

13.5 

8,5 

4.5 

14 

9 

Ireland 

0.2 

0.4 

3.1 

14.0 

10.7 

3.0 

16.4 

13.0 

5.5 

17 

IJ 

EEC from Jan 1st. 1973 

33.6 

_. 

3.1 

10.4 

7.0 

3.7 

10.4 

6.4 

5.5 

13.5 

7.5 

EEC to Dec 31st. 1972 

26.2 

—i 

3.3 

10.1 

6.6 

4.0 

10,3 

6.1 

5.5 

13 

7 

Sweden 

1.7 

4.6 

-0.0 

7.4 

7.4 

2.2 

8.9 

6.6 

4 

11.5 

7 

Switzerland 

1.2 

7.9 

3.9 

13.4 

9.1 

5.5 

15.3 

9.3 

4 

14.5 

10 

Austria 

0.8 

6.8 

5.6 

11.6 

5.7 

6.4 

14.6 

7.7 

6 

10 

9.5 

Norway 

0.6 

1.7 

5.5 

II.8 

6 0 

4.3 

8.9 

4.4 

4.5 

13 

8 

European industrial countries 
European industrial countries excl 

37.9 

— 

3.1 

10.4 

7.1 

3.7 

10.5 

6.5 

5.* 

13.5 

7.5 

W. Germany 

European industrial countries 

27.6 

- , 

3.3 

10.3 

6.8 

4.0 

11.0 

6.7 

5.5 

14 

8 

excl. W. Germany 4 ) 

— 

84.3 

3.6 

10.6 

6.8 

4.6 

11.9 

7.0 

5 

14 

8.5 

USA 

46.2 

12.5 

3.2 

8.0 

4.7 

6.1 

9.4 

3.1 

6 

12 

5.5 

Canada 

4.1 

1.4 

5.8 

9.1 

3.1 

5.8 

10.7 

4.6 

6.5 

13.5 

6.5 

Japan 

Non-European industrial count¬ 

11.8 

1.8 

6.2 

11.3 

4.8 

9.7 

14.7 

4.6 

10.5 

23 

11.5 

ries 

NomEuropean industrial count¬ 

62.1 


3.9 

8.7 

4.6 

6.8 

10.5 

3.5 

7 

14 

6,5 

ries*) 

— 

15.7 

3.8 

8.5 

4.6 

6.5 

10.1 

3.4 

6.5 

13.5 

6.5 

Total 

100.0 

— 

3.6 

9.3 

5.5 

5.6 

10.5 

4.6 

6.5 

14 

7 

Total excl. W. Germany 

89.7 

— 

3.7 

9.2 

5.3 

5.9 

10.7 

4.5 

6.5 

' 14 

7 

Total excl. W. Germany 4 ) 

— 

100.0 

3.6 

10.3 

6.5 

4.9 

11.7 

6.5 

5.5 

14 

8 


(‘) Dollar basis after December, 1971 realignment—(*) Estimates rounded to nearest 0.5 per cent.—( s ) GNP deflator,—( 4 ) Weighted 
by country’s share in German exeport 

Source: National statistics and estimates by official and private institutions and the D1W. 
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because they have better supply lines for 
because they are less dependent for 
their energy supplies; this is especially 
true of the USA. 

Changes in foreign trade volumes and 
values, and their effect on foreign pay¬ 
ments. will ensure that the balance of 
payments will remain high on the list of 
problems of international economic rela¬ 
tions in 1974. The main beneficiaries will 
be the oil producing countries, whose 
foreign exchange earnings will be well 
up even if the volume of their exports 
falls. A deterioration in the terms of 
trade will impose balance of payments 
burdens on ail the oil countries' trading 
pa liners, the extent of which will partly 
depend on the extent to which they need 
imports for thcii energy supply. It will 
be particularly onerous for countries 
which have been suffering from balance 
of payments ditliculties or who were just 
about breaking even. 

New ways of cooperation will have to 


be found to avoid further disruption in 
international trade and in capital flows* 
not just for the benefit of the especially 
needy countries, but for all countries?. 

Co-operation will have to indude the 
extension of stand-by credits if foreign, 
exchange reserves are insufficient parti-, 
cularly to those countries where supply- 
induced losses in output are greatest. 
This is all the more important since ex¬ 
change rate adjustments would be inap¬ 
propriate for countering deficits arising in. 
this way. Only joint action can protect 
the world economy from nationalistic 
practices that would be bound to inflict 
lasting damage over and above that caused 
by scarce and high priced oil. 

The co-ordination of national interest 
rale policies to prevent interest-induced 
foreign exchange gains or losses is vital¬ 
ly important if new currency unrest is to 
be avoided. Although monetary and credit 
policy cannot lay a major role in light¬ 
ing under-employment caused by cons- 


(Taints on energy supplies, it - can be 
assumed that the USA for one will relax 
its credit policy under pressure from 
increased unemployment. This will cause 
no exchange rate problems so long as 
these cuts in interest rates coincide with 
larger American current balance surpluses 
and hence expectations of a revaluation 
of the US dollar. But politically moti¬ 
vated monetary transactions—-for exam¬ 
ple. if the oil countries were to put a 
flood of dollars into the foreign exchange 
markets—-should be countered by mone¬ 
tary solidarity within the EEC countries, 
i.e. by the continuation of the current 
block float. 

Sources and acknowledgements: The 
foregoing is summarised from the 
latest Economic Bulletin published 
by the Deutsches Institut Fur Wirtschafts- 
forschung (Koenigin-SuiSe Strasse 5, Berlin 
33) bin the D1W is responsible neither 
for the emphasis of my summary nor for 
my interspersed comments based on a 
variety of source.-. 


Trend in GNP Components 
(real annual changes in per cent) 


Gross fixed Exports Imports 

Country Private Public consumption investment -- 

consumption of goods and services 



1971 

1972 

1973 

1971 

1972 

1973 

1971 

1972 

1973 

1971 

1972 

1973 

1971 

1972 

1973 

W, Germany 

5.6 

3.4 

2.5 

7.3 

4.4 

3 

4.5 

1.9 

2 

6.5 

7.7 

17.5 

9.8 

8.3 

11 

France 

6.6 

5.8 

5.5 

3.8 

3.9 

4 

4.9 

6.0 

8 

14.4 

9.0 

13.5 

11.8 

10.3 

16.5 

United Kingdom 

2.6 

5.9 

5 

3.7 

3.8 

5 

0.5 

1.2 

7 

7.1 

3.1 

11.5 

4.8 

10.2 

Jl.5 

Italy 

2.8 

3.K 

6 

5.2 

4.2 

3.5 

—3.5 

-0.2 

5.5 

6.2 

11.2 

6 

1.7 

13.2 

10 

Netherlands 

3.3 

3.3 

3.5 

3.8 

1.6 

2 

1.5 

—1.3 

5.5 

12.0 

8.9 

12.5 

8.1 

3.9 

14 

Belgium 

3.9 

5.9 

5 

5.9 

7.2 

5 

--2.2 

4.8 

5.5 

8.6 

6.9 

12 

6.5 

7.5 

11 

Denmark 

2.0 

3.0 

5 

6.6 

7.2 

7 

1.7 

2.5 

3.5 

7.6 

7.9 

it 

1.3 

3.4 

10 

Ireland 

3.2 

3.0 

4.5 

3.3 

9.2 

5 

9.0 

3.5 

10 

4.9 

6.7 

13 

4.1 

7.0 

12.5 

FF.C from Jan 1st. 1973 

4.5 

4.6 

4.5 

5.3 

4.2 

4 

2.6 

2.5 

5.5 

8.8 

7.6 

13 

7.4 

8 9 

12 

F.FCeul.W Germany 

4.1 

5.1 

5.5 

4.3 

4.1 

4 

1.5 

2.9 

7 

9.7 

7.6 

11 

6.5. 

9.1 

12.5 

FliC to Dec 31M. 1972 

5.1 

4.4 

4.5 

5.7 

4.2 

3.5 

3.0 

2 8 

5 

9.2 

8.6 

13.5 

8.3 

8.8 

12.5 

Sweden 

—0.9 

2.3 

3.5 

4.0 

1.0 

3.5 

—2.1 

5.5 

3 

5.8 

5.4 

ii 

—3.0 

4.6 

9.5 

Switzerland 

5.5 

5.7 

5 

3.7 

4.5 

5 

7.8 

7.7 

2.5 

2.6 

5.1 

8 

5.7 

6.1 

6 

Austria 

6.6 

7.3 

5 

2.6 

6.0 

4 

12.9 

11.4 

4 

4.8 

10.3 

8.5 

5.9 

11.2 

14 

Norway 

5.0 

1.6 

5 

7.5 

5.3 

4 

18.6 

—5.7 

14.5 

3.0 

14.7 

7.5 

6.5 

1.5 

17 

European industrial countries 
Uuropcan industrial countries 

4.4 

4.6 

4.5 

5.2 

4.1 

4 

3.2 

3.0 

5 

8.1 

7.7 

12.5 

6.8 

8.5 

12 

excel. W. Germany 

3.9 

5,0 

5 

4.3 

3.9 

4 

2.6 

3.5 

6.5 

8.6 

7.7 

11 

5.9 

8.5 

12.5 

USA 

3.9 

6.1 

6 - 

0.6 

4.4 

1.5 

4.5 

10.3 

7.5 

1.0 

7.0 

19 

4.8 

11.5 

6 

Canada 

5.5 

7.8 

8 

5.3 

3.4 

4.5 

7.9 

3.6 

7 

5.1 

6.7 

9.5 

7.7 

11.5 

11 

Japan 

Non-Furopcun industrial 

7.1 

9.4 

8.5 

8.1 

7.3 

8 

7.7 

10.4 

15 

17.9 

7.4 

5 

3.4 

8.5 

20 

countries 

4.5 

6.7 

6.5 

0.7 

4.6 

2.5 

5.7 

9.9 

10 

6.1 

7.0 

13.5 

5.1 

10.9 

10 

Total 

4.5 

5.9 

6 

2,3 

4.4 

3 

4.7 

7.1 

7.8 

7.5 


13 

6.2 

9.3 

11 

Total cxcl. W. Germany 

4.3 

6.2 

6 

1.7 

4.4 

3 

4.7 

7.9 

8.5 

7.5 

7.4 

12 

5.5 

9.5 

11.5 


Source: Cl. GNP table 1972 weights on dollar basis after December 1971 realignment, 1973. estimates rounded to nearest 0.5 per 
cent. 


(Tables reproduced with acknowledgement to the Deutsches Institute fur Wirtachaftsforschung) 
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Vienna 


An Indecisive British election result 
has increased the uncertainties of the 
European Gnomon Market at a time 
when it needs mote than a show of unity 
and promises of unity to face the strong¬ 
ly suspected American policy of doing 
everything possible to prevent further 
integration of the enlarged Community. 
At no time since the Market came into 
existence in the far more manageable 
form of the Six have problems confoun¬ 
ded its ministers and Commission. The 
current flight from currencies into gold, 
the continuing shortage and steadily ri- 
sig price of industrial energy sources, 
shifting balances of power in the Middle 
East combine with an almost powerless 
combination of parties in the new British 
Parliament, increasing weakness in Bonn 
and political uncertainties in Italy to 
make the Market at this time an unusual¬ 
ly sickly institution. It faces an increas¬ 
ingly active American foreign and trade 
policy divided over agricultural prices, 
over regional aid and deeply split over 
plans to stick the former Six’s overseas 
associates and the independent Common¬ 
wealth countries together into a wider 
preferential area. 

renegotiating membership 

If a woikable Labour majority had 
been returned to power in Britain the 
party’s leaders would have found no 
area on Market internal politics more 
suited to its professed intent of renego¬ 
tiating terms of membership than the 
varying proposals of a package agree¬ 
ment of associating the overseas count¬ 
ries with the;Market, These proposals 
vary from a more open approach to com¬ 
modity arrangements, new patterns of 
development aid to leaving out those non- 
European countries that can manage for 
themselves and concentrating on the 
least self-supporting areas. If Britain’s 
Labour party had been in the position to 
renegotiate membership terms this 
would have been the urea of Market 
policy where it would have needed merely 
to increase already existing differences. 

The constitution of the Common Mar¬ 
ket is, in many areas, overripe for re-nego¬ 
tiation. It is a long time since its 
original treaties were drafted in continen¬ 
tal and world circumstances very different 
from those now prevailing.- The Mar¬ 
ket has been fitted with an unwieldly over¬ 
structure of ad-hoc policy making that 
simply docs not work nowadays in a 
very much more aware and concentrated 
world against the challenge* posed , by a 
Middle Eas t changed suddenly from 

EASli^NkcONOMST 


poverty to excessive monetary wealth, 
by a United States vigorously active in 
all world areas in commerce and dip¬ 
lomacy and by an increasingly active 
Asia with the hyper-energetic Japanese 
running second to the Americans in 
challenging the Maiket, It has lost some 
ground even in regard to cast Europe 
where the Soviet Union has for some time 
been acknowledged by the USA as the 
second world Power, with which Fede¬ 
ral Germany is increasingly in normal 
political ahd commercial relations and 
with which the USA. France and Italy 
seek better and fuller relations despite 
occasional setbacks. In New York, the 
Soviet Foreign Trade minister was able 
to play off a threat by the more conser¬ 
vative American senators to refuse the 
USSR the benefit of most favoured nation 
treatment by threatening to do more 
business with the Europeans—-individual¬ 
ly, not through the Market. ‘ - 

overtired Germans 

A major effort is needed soon if the Ger¬ 
mans are not to become overtired of paying 
out for backward French farmers and 
for distre&gpd areas in Britain, Italy and 
Ireland. It is needed also if the strong 
national interests of France and Britain 
are not to divide We$t Europe, with the 
always suspected possibility of fuming 
German attention eastwards rather than 
westwards. 

The West German Foreign minister, 
Herr Scheel, who may sion be elevated 
from contentious politics to the dgnity of 
Federal President, was anxiously emphatic 
during his visit here recently that nothing 
Scheel, who may soon be elevated from 
contentious politics to the dignity of Fe¬ 
deral President, was anxiously emphatic 
during his visit here last week that nothing 
would be allowed to get in the way of 
full west European union in the Mar¬ 
ket by the scheduled date of 1980. He 
irritated the British by remarking that 
they could not, iu any case, either leave 
the Market or change the terms of their 
membership. This British irritation at 
a German telling them what they could 
or could not do and the earlier French 
ability in wriggling out of the Market’s 
monetary “snake” have emphasized the 
position taken by an increasing number 
of Europeans tfeat the strict* logical atti¬ 
tudes of the Market and its piecemeal 
policy-making are no longer acceptable 
instruments, ^sufficient to react speedily 
%q sudden problems such as that of the 
Arab ofl embargo, to the universal cncr- 

sm 


gy crisis or to the far more active and 
elficiently flexible commercial politics of 
the USA and Japan. The current US 
senate panel hearings on the Trade Bill 
passed by the Congress reveal the inten¬ 
tion of its Finance Committee to “get 
tough” with the Common Market. The 
Market's proposal to impose higher du¬ 
ties on American goods worth about a 
billion dollars a year without offering 
compensatory tariff changes moves the 
Americans to insist on a belter offer and 
they are likely to make sure that Brussels 
fully understands their attitude. If the 
Market maintains its proposals unaltered 
there will almost certainly be a stiffer 
American attitude at the multilateral 
trade negotiations in Geneva. 

rising prices 

At the moment west Europe is con¬ 
cerned over rising domestic prices even 
more than it is over one of its causes—-the 
cost of oil —or over the rocketing price 
of gold. Both the latter alarm Europe 
but they are regarded as long-term prob¬ 
lems compared with the immediate bogey 
of the Common Market’s citizens having 
constantly to spend more money to live. 
The steadily rising cost of living n Bri¬ 
tain was probably a factor in depriving 
the Conservative government of much of 
its former support; prices in inflation-con¬ 
scious West Germany were up It.3 per 
cent at the end of January emopared 
with a year ago and the Bundesbank has 
warned of “an avalanche” of price-rises 
set off by the rapid increase in the 
cost of oil products. Simultaneously, 
private and capital spending is slow¬ 
ing down in West Germany, a sign 
a sign of caution and nervousness encou¬ 
raged both by mice developments and the 
steady increase in government expendi¬ 
ture, largely for internal social purposes 
and commercial associations eastwards. 
In both Switzerland and Austria there is 
a slower but. steady rise in the cost of li¬ 
ving and Italy, as always, is disturbed by 
price increases, political scandals and ins¬ 
tability. Even relatively price-stable 
France has been affected and its govern¬ 
ment re-cast to intensify the effectiveness 
of policy control. 

It is scant comfort to Europe that 
unemployment and prices are rising in 
the USA also and that inflation there 
could rise this year by 10 per cent or 
more. Governments are undecided and 
cautious oo both sides of the Atlantic and. 
like many of their citizens, are likely to 
find virtue in eqomgny m a year when 
spending mW> *lway|i tess. 

lUJtO* 15,1974 
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Guide!iWas for laiue of 
Bonus Shares 

Un15i.r Tin; Capiial Issues 
Control Act, 1947 all compa- 
nics are required to obtain the 
approval of the C ontroller of 
Capital Issues for issue of 
bonus shares. The detailed 
guidelines for the examination 
of such applications are indi¬ 
cated below for the guidance 
of such companies while seek¬ 
ing approval under the Capital 
issues Control Act, 1947: 

1. There should be a pro¬ 
vision in the Articles of 
Association of the 
company for capitali¬ 
sation of reserves etc. 
If not* the company 
should produce a Re¬ 
solution passed at the 
General Body Meeting 
making provision in 
the Articles of Associa¬ 
tion for capitalisa¬ 
tion; 

2. Consequent to the issue 
of bonus shares if the 
subscribed and paid 
up capital exceeds the 
authorised capital, a 
Resolution passed at 
the General Body 
Meeting in respect of 
increase in the autho¬ 
rised capital is neces¬ 
sary; 

3. The company should 
furnish a resolution 
passed at General Body 
Meeting for bonus 
issue before an appli¬ 
cation is made to the 
Controller of Capital 
Issues. In the General 
Body Resolution the 
management's inten¬ 
tion regarding the rate 
of dividend to be dec¬ 
lared in the year 
immediately after the 
bonus issue should be 
indicated. 


4. The bonus issue is per¬ 
mitted to be made out 
of free reserves built 
out of genuine profits 
or share premimum 
collected in cash only. 

5. Reserves created by 
revaluation of fixed 
assets are not permit¬ 
ted to be capitalised; 

6. Development Rebate 
Reserve is considered 
as free reserve for the 
purpose of calculation 
of residual reserves 
test and is also allowed 
to be capitalised; 

7. The residual reserves 
after the proposed capi¬ 
talisation should be 
at least 33-1/3 per cent 
of the increased paid 
up capital; 

8. The capital redemp¬ 
tion reserve, if any, 
existing in the com¬ 
pany, will not be in¬ 
cluded in computing 
the minimum reserves 
of 33-1/3 per cent; 

9. All contingent liabili¬ 
ties disclosed in the 
Audited Accounts 
which have a bearing 
on the net profits, shall 
be taken into account 
in the calculation of 
the minimum residual 
reserves of 33-1/3 per 
cent; 

10. Thirty per cent of the 

average profits before 
tax of the company 
for the previous three 
years should yield a 
rate of dividend on the 
expanded capital base 
of the company at 9 
percent; 0 

11, Declaration of bonus 
issue in lieu of divi¬ 
dend is not allowed; 


12 . Not more than two 
bonus issues will be 
allowed to a company 
over a period of five 
years; 

13. Between two successive 
announcements of 
bonus issues by a com¬ 
pany, there should be 
a time lag of at least 
eighteen months; 

14. The company may 
make another applica¬ 
tion for issue of bonus 
shares 12 months after 
the scrip in respect of 
last bonus issue is lis¬ 
ted (if the company’s 
share is quoted on Stock 
Exchange) or the com¬ 
pletion of the despatch 
of share certificates; 

15. Bonus issues are not 
permitted unless the 
partly paid shares, if 
any, existing are made 
fully paid up; 

16. In the case of compv 
site proposals for issue 
of right shares and 
bonus shares, the 
bonus issue application 
will be sanctioned first 
f>nd then the rights 
issue after some time 
lag; 

17. Capital Reserves ap¬ 
pearing in the balance 
sheets of the companies 
as a result of revalua¬ 
tion of assets or with¬ 
out accrual of cash 
resources will neither 
be allowed to be capi¬ 
talised nor taken into 
account in the compu¬ 
tation of the residual 
reserves of 33 j per cent 
for the purpose of 
bonus issue. 

All applications for bonus 
issue slioukl be signed by a 
person not below the rank of a 
director together with a certi¬ 
ficate indicating that the 
information furnished is true 
and correct and that all 
the data required in the 
application form and guide¬ 
lines have been furnished. A 
certificate from the auditors of 
the company indicating that 
the Guidelines for the issue of 
Bonus Shares prescribed by the 
government from time to time 
are fully met by the company 


for the issue of bpnus shaves 
and that all datafUmished in 
the application is true and 
correct to the best of their 
knowledge and information. 

Majority Sharoa 
in ESSO 

The union government on 
March 14 acquired 74 per 
cent equity in all of ESSO’s 
business interests in the 
country and would assume 
100 per cent ownership 
of the American-owrted oil 
company in 1981. Agree¬ 
ments to this effect were signed 
under which the government 
would purchase from ESSO 
Eastern Inc,, a 74 per cent 
share of both ESSO Standard 
Refining Company and ESSO 
Eastern’s marketing branch 
operation. 

Under the sme aagree- 
nients, the government is 
also acquiring from ESSO 
an additional 24 per cent 
shares in Lube India Ltd. in 
which it already has 50 per 
cent interest. The total govern¬ 
ment share in Lube India 
would thus be raised to 74 per 
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cent. The agreements were 
signed by Mr P.K. Dave, 
Secretary, ministry of Petrole¬ 
um and Chemicals on behalf of 
government of India and Mr 
A.G. Neff for ESSO Eastern. 

The petrol refining, lubricant 
manufacturing, and marketing 
Operations arc now to be 
amalgamated into a single 
company to be named Hindu¬ 
stan Petroleum Corporation 
Limited which would continue 
operations with the same per¬ 
sonnel employed by ESSO. 

The management of the 
Hindustan Petroleum Corpora¬ 
tion would be vested in its 
Board of Directors on which 
government and ESSO would 
have proportionate representa¬ 
tion. A separate agreement 
between the' government and 
ESSO provides for supply of 
crude for the next seven years. 
ESSO would continue to bring 
in 2.75 million- tonnes of crude, 
the present volume of their 
imports, for the next three 
years and would bring half of 
that quantity during the follow¬ 
ing four years. The govern¬ 
ment would pay to ESSO a 
total repatriable amount of 
Rs 18 erores in foreign exchange 
for 100 per cent takeover with¬ 
in seven years. The payment 
of compensation would be 
spread over seven years hut no 
instalment would he paid dur¬ 
ing the first year. There would 
be 6.5 per cent tax free interest 
on outstanding balance of 
compensation. The total repat¬ 
riable payment including 100 
per cent takeover, 6.5 per cent 
interest on balance of com¬ 
pensation aud dividends is 
computed at Rs 24 erores over 
the entire scvcn-ycar period. 
As against this, in the normal 
course, had the status-quo been 
maintained, ESSO would have 
repatriated atleast 27.2 erores 
during the same .period and 
would have still retained their 
full ownership. ,. , 

Burmah Shell 

Burmah Shell, the largest 
foreign oil company operating 
in the country, has accepted the 
principle of the government 
taking over its majority shares. 
The Petroleum and Chemicals 


ministry is understood to have 
received a communication from 
the company indicating its 
readiness to negotiate for a 
majority equity participation 
by the government. The 
government will start negotia¬ 
tions With Burmah Shell soon 
to acquire majority shares in 


the company’s refinery and its 
marketing, storage and distri¬ 
bution undertakings on the 
pattern of Esso. The British- 
owned company’s communica¬ 
tion follows a suggestion made 
by the government about a 
month ago to discuss the issue 
of majority equity participation. 


The talks with Shell may ni\ 
be very long since a simik'i 
agreement has already bee! 
reached with Esso, Am 
agreement with Shell or Calt^J 
would be more or less on t¥j 
same pattern. The governmcij 
is acquiring 74 per cent of i\. 
equity share holding of Esso ! 




050000 

THR0NGH POST OFFICE SAVINGS BANK 


big prizes and interest too 1 


>. 


Open a Post-Office 
Savings Bank Account 
with Rs. 200 or more 
before April 6, 1974 
Hold on to that 
balance 
till September 30, 
1974. 

If you already have 
an account make the 
balance Rs. 200 or 
more before April 6. 

1974. 

* You can improve 
f your chances for 


I \ 


prizes by opening 
more than one 
account in your 
name. 

(Not more than one 
account at one 
Post Office). 

Remember, deposits 
in all accounts m 
one name together 
should not exceed 
Rs. 25 000. 

Let each member 
in the family have 
an account. 


FIRST PRIZE RS. 1,00,000 

5 v, • 2nd PRIZES Rt. 50.000 each 

"l) ! 

10 ' > 3rd PRIZES Rf. 20.000 each 

100 • 4th PRIZES Rt. 5,000 each 

1,000 . Sth PRIZES Rt. 500 each 

. \ 

10,000 - 6th PRIZES Rt. SO each 


DRAW WILL TAKC PLACE IN JANUARY It?* 

Writ, to: 

NATIONAL SAVINGS COMMISSIONER 

Pott Ba< No 96. Naodui. - 
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undertakings shortly apd 100 
«r cent after seven years 
uring which the Esso haa 
ssured to maintain the supplies 
>f crude to the refinery. The 
lurmah Shell refinery at 
lombay has a capactiy to 
roccss 5.25 million tonnes of 
rude a year. Of this, the 
overnment had licensed the 
opacity of only 3.75 million 
; finnes. The extra capacity was 
«ing utilised to process crude 
; irectly imported by the 
overnment. 

Accord on Oil India 

The government is undcr- 
Lood to have reached a broad 
greement to gain control over 
)il India Limited by increasing 
s equity shareholding to 74 
er cent. The government and 
fie Burmah Oil Company of 
he IJK hold 50 per cent each 
f the present equity capital of 
)il India, engaged in explora- 
10 n and production of oil in 
tssani and Amnachul Pradesh. 
Iroad agreement on the 
overnment gaining control 
wer Oil India was reached 
luring discussions between Mr 
V.PG. Maclachlan, Executive 
Director of Burmah Oil Cotn- 
♦any in charge of the eastern 
icmisphere, including India, 
nd Petroleum and Chemicals 
ninistcrMr. D.K. Borooah. The 
uthorised capital of Oil India 
limited is Rs 50 crores hut the 
present subscribed capital is 
•nly 28 crores, equally held by 
he government and the 
lurmah Oil Company. As the 
overnment is not planning to 
>urehase the existing equity 
olding of the Burmah Oil 
\unpany m Oil India Limited, 
o compunsetion is to be paid 
s is being done in the case of 
:sso Oil Company. No 
cntrul legislation may be 
ccessary since it did not 
ivolve any acquisition of for¬ 
um interests or payment of 
ompensatlon. 

Trad* Pact 
with Bulgaria 

A five-year trade and pay¬ 
ments agieemcnt (1974-79) was 
igned recently by Commerce 
unister, D.P, Chattopadhyaya 
nd Mr Ivan Ned.'v, minister 
nr Foreign Trade of Bulgaria. 


A protocol on economic, tech¬ 
nical and scientific co-operation 
between the two governments 
was also signed by Industrial 
Development minister Mr. C. 
Subramanfan and Mr Toncno 
Chakarov, Bulgarian minister 
for Machine Building and 
Metallurgy. These agreements 
were signed at the conclusion 
of the state visit to India of 
Mr Stank® Todorov, Chairman 
of the Council of Ministers of 
the People’s Republic of Bul¬ 
garia. The protocol identifies 
several items where co-opera¬ 
tion and collaboration between 
the two countries can be taken 
in hand immediately. A Com¬ 
mittee on electronics. is also 
being set up under the Indo- 
Bulgarian Joint Commission. 
The two countries have decided 
to abolish visas for their natio¬ 
nals and letters to this effect 
have been exchanged. 

Three Projects Cleared 

The Public Investment 
Board has approved three pro¬ 
jects involving a capital cost 
of Rs 21 crores. The projects 
include manufacture of telepho¬ 
ne equipment in UP, condoms 
production in West Bengal and 
installation of hydro-electric 
unit in Manipur. The high- 
level board has been set up to 
expedite scrutiny of proposals 
for investment in public sector 
involving one crorc rupees and 
above. The members of the 
board include Secretaries of 
ministry of Finance, Planning 
Commission, ministry of In- 




diutrial Development, the - ad¬ 
ministrative ministry conceited 
and the Secretary to the Prime 
Minister. 

The manufacture of 100,000 
lines , of Strowger switching 
telephone equipment at Rae 
Bareli will be undertaken at a 
capital cost of Rs 16.08 crores 
including foreign exchange com¬ 
ponent of Rs 2.5l crores. The 
commissioning .period is 48 
months. The setting up of one 
additional unit of Huidustban 
Latex Limited for production 
of 72 million pieces of condoms 
at Farskka, West Bengal, with 
commissioning period of 24 
months, Would involve the capi¬ 
tal cost of Rs 1.01 crores. 

In Manipur, installation of 
one 35 MW hydro-electric 
unit for stage II Loktak Hydro- 
Electric project would cost 
Rs 3.93 crores. This is in ad¬ 
dition to two 35 MW units 
sanctioned at a capital cost of 
Rs 21.01 crores for stage I of 
the project. The three units 
are expected to be commission¬ 
ed'in March 1976, March 1977 
and March 1978 respectively 
and are required to increase the 
installed capacity in the north¬ 
eastern region from 214 MW 
at present to 419 MW by 1977- 
78 in order to cope with the 
anticipated increase in load 
demand. 

Names in the Newi 

The union government has 
reconstituted the Board of Di¬ 


rectors of the two national -air 
corporations—Indian ' Airtines 
and Air India—with effect from 
February 1,1974. Air Chief Mar¬ 
shal P. C. Lei and Mr J. R. D. 
Tata continue to be the Chair¬ 
men of Indian Airlines and 
Air India respectively. Mr 
A. H. Mehta who has been 
recently designated as Deputy 
Managing Director of Indian 
Airlines has been included in 
the IA governing board as a 
new functional director. The 
other two existing functional 
directors are Mr V. Satya- 
murtl, Deputy Managing 
Director and Mr C. J. Lisely, 
Commercial Director. 


The members who are in¬ 
cluded in the board of directors 
of both the air corpora¬ 
tions are Mr I. R. D. Tata, Mr 
K. K. Ural, Mr N. Khosla, 
Mr K. N. Mookerjee, Mr 
M. S. SuBdara, Air Chief 
Marshal P. C. Lai, Air Chief 
Marshal O. P. Mehra, Dr. Ajtt 
M&zoomdar, Air Marshal Y. V. 
Malse and Mr P. C. Bhatta- 
charyya. In addition, Mr 
S. K. Kooka, Mr K. G. 
Appusamy and Mr N. H. 
Dastnr, continue to be on 
the Board of Directors for Air 
India only. 


Mr Ramdas Kilachand 
and MrRajnikant Purshotam- 

das have been elected as Presi¬ 
dent and Vice-President, res¬ 
pectively of The East India 
Cotton Association Limited 
for the year 1973-74. 


Economist 30 If Mil 

MARCH 17, 1944 


In the context of our disastrous economic ex¬ 
perience during the war, the worn “inflation** haa 
become as bitter a term of abuse as was the word 
‘ appeasement” in post-Munich Britain. The use 
of the words “created money** and allied phraseo¬ 
logies in the Bombay Plan was consequently a great 
psychological error on the part of the planners, 
it is clear that in public mind- and even in high 
uarters which ought to know better—there still 
ngers a considerable amount of confusion which 
revolves round these points. There is nothing un¬ 
orthodox in the “creation” of new money to move 


an increasing volume of production of commodi¬ 
ties or to direct unettoloyed resources to points 
of useful combination. In fact, the phase o f secular 
expansion under cartalism haa been generally 
associated with growth of monetary circulation 
as-well as a rising trend of prices. Analysing the 
fear of those who night Shy of “created money”, 
we find that they are mainly worried lest the 
“created muney” sfioUM be scverly alter the price 
structure as to adversely aflbc$ the distribution of 
the national dividend. 
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COMPANY 

AFFAIRS 


Atul Products 

Atul Products has reported 
excellent working results dur¬ 
ing 1973* with sales and profit 
exceeding the previous year’s 
levels by a considerable mar¬ 
gin. Equity dividend too has 
been stepped up from 15 per 
cent to 17 per cent. Besides 
the directors have proposed a 
one-for-five bonus issue. The 
bonus shares, which will be 
issued subject to the consent 
of Controller of Capital Issues, 
will rank for dividend from 
January J, 1974. With a sharp 
rise in turnover from Rs 21.55 
crores to Rs 23.78 crores the 
gross profit jumped by about 33 
per cent to Rs 4.22 crores from 
Rs 3.17 crores in 1972. Out 
of the gross profit, the directors 
have appropriated Rs 97.68 
lakhs to depreciation reserve, 
Rs 1.50 lakhs to development 
rebate reserve and Rs 1.77 
crores to taxation as against 
RslQl. 15 lakhs, Rs 6 lakhs and 
Rs 98.50 lakhs provided res¬ 
pectively in 1972. This leaves 
a substantially higher net pro¬ 
fit of Rs 1.46 crores as against 
Rs 1.11 crores in 1972. After 
adjustments an amount of 
Rs 8.58 lakhs was provided 
for gratuity, Rs 10 lakhs for 
debenture redemption reserve 
and Rs 1.35 crores to general 
reserve as against Rs 15.12 
lakhs, Rs 10 lakhs and Rs 86.77 
lakhs allotted respectively in 
1972. The proposed dividend 
will absorb Rs 69.70 lakhs, Rs 
8.20 lakhs more in the previ- 
vous year, and will be paid out 
of the general reserve. 

Golden Tobicco 

Golden Tobacco, a leading 
manufacturer of cigarettes, 
proposes to diversify its activi¬ 
ties by undertaking extraction 
of oil from cottonseed; lin¬ 
seed, castorseed etc. The 
company has lands at Guntur 


and other places in Andhra 
Pradesh which can be used for 
growing and processing of cot¬ 
ton and oilseeds. Farmers in 
Andhra Pradesh, the principal 
tobacco-growing state, are 
fast switching over 1 ’ from to¬ 
bacco to cotton as the latter is 
more profitable. The directors 
of Golden Tobacco feel that 
the compmy’s lands and build¬ 
ings in Andhra Pradesh can 
be more profitably employed 
for growing cotton and other 
crops. The company also pro¬ 
poses to set up cigarette fac¬ 
tories in the joint sector. It 
has entered into technical and 
financial collaboration agree¬ 
ments with Assam Industrial 
Development Corporation and 
Jammu and Kashmir Slate 
Industrial Development Cor¬ 
poration for this purpose. A 
new company called Eastern 
Tobacco Co. Ltd, with an 
authorised capital of Rs 50 
lakhs is being set up in Assam. 
Another unit J & Kt Ciga¬ 
rettes Ltd is being promoted in 
Jammu and Kashmir. 

Avery Indie 

Higher sales and profits have 
been reported by Avery India 
during the year ended Decem¬ 
ber 31, 1973. Encouraged by 
the working results the direc¬ 
tors have stepped up the equity 
dividend from 15 per cent to 
20 per cent. During the year 
sales advanced from Rs 5.44 
crores to Rs 6.37 crores 
while pre-tax profit moved 
up from Rs. 1,42 crores 
to Rs 1.53 crores. Out of 
the gross profit, the direc¬ 
tors have appropriated a 
sum of Rs 8,300 to develop¬ 
ment rebate reserve as against 
Rs 45,000 in 1972 while taxa¬ 
tion absorbed Rs 1.13 crores as 
compared to Rs L07 crores in 
the previous year. The net 
profit after these allocations 
amounted to Rs 40.04 lakhs as 


compared to Rs 34.58 lakhs in 
1972. 

Falcon Tyre* 

A gaini tyre complex manu¬ 
facturing tyres and tubes of 
every description for all types 
of vehicles and industrial vee 
belts will go into production in 
the industrial area in Mysore 
city in approximately 24 
months, under the name of 
Falcon Tyres. The company 
was incorporated on Novem¬ 
ber 29, 1973 at Bangalore. 

The company has retained the 
services of leading rubber 
technologists for this project. 
The know-how for the manu¬ 
facture of the products con¬ 
templated by the company is 
available indigenously. The 
entire machinery is also avail¬ 
able locally. The comp my is 
promoted by a group of profes¬ 
sional managers and techno¬ 
crats with over 15 to 20 years 
experience in the various as¬ 
pects of management of indust¬ 
rial units. The total cost of the 
project is estimated at Rs 155 
lakhs. The project is to be 
financed by issue of 5,00,0(0 
equity shares of Rs ft) each 
amounting to Rs 50 lakhs and 
the balance sum of Rs 105 lakhs 
will be raised by way of term 
loans, government subsidy and 
deferred credits. The company 
is negotiating with Mysore In¬ 
dustrial Areas Development 
Board for allotment of 20 
acres of land near Mysore 
City and the necessary appli- 
, cation has already been sent to 
this effect. The promoters are 
confident that the plant can 
be commissioned within a 
period of 18 to 24 months. 
The main raw materials for the 
factory, namely rubber (na¬ 
tural as well as synthetic), 
carbon black, tyre cord etc. 
are available indigenously in 
sufficient quantities and labour 
is available at reasonable rates 


as the factory is located in the; 
outskirts of Mysore .City whicl j 
is fast developing into an in¬ 
dustrial complex, To;start with ' 
the company will confine its; 
production to the manufacture; 
of tyres for scooters, motor- 1 
cycles, mopeds, autorickshaws, 
as well as various types of vee- 1 
belts. The factory is designet! 
to produce one million units of' 
tyres and tubes and one mil- 1 
lion industrial vec-belts. Or 
full production, the turnover 
and sales of the unit will be in 
the region Rs 9 crores. 

Ashok Ley land 

Ashok Lcyland has received 
an industrial licence for expan¬ 
sion of the Comet vehicle pro¬ 
duction to 10,()C0 units pci 
annum and the company is a! 
ready taking active steps foi 
providing the requisite build 
ings and additional plant anc 
machinery to achieve the ex 
panded output in the shorten 
possible time. To finance thii 
major expansion of its facili 
lities it is imperative that th* 
company is permitted to cn 
sure reasonable levels of pro 
liability consistent, no doubt 
with fair and practicable utili 
sat ion of installed capacity 
This was emphasised by tin 
(.’hailman, Mr S, Ranganathat, 
while addressing the annua, 
general meet ing of the companj 
held recently at Fnnorc, Mud| 
rus. ,, 

As current levels of produc; 
lion of commercial vehicle! 
simply cannot meet the de' 
mand, there is un urgent ncef 
for increasing the production 
of all manufactures. Thi 
industry, of course, is full;' 
conscious of its vita! role foj. 
fostring production and ha;,, 
also expressed at the same timi 
its willingness to evolve a priej- 
discplinc on its own which 
could be self-adjust ing and self 
enforcing. But with the up¬ 
ward spiralling prices of al 
the items used in the automoj' 
bile industry it will be exlrq; 
mely difficult for the industry 
to hold the price line of thy 
end product unless there is 
rigorous price discipline all 
along the line. These matter: 
arc currently under dis!; 
cussion with the government 
and it is sincerely hoped 
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itbat there will be a* satis¬ 
factory solution to this problem 
which, while providing a cer¬ 
tain amount of price stability 
and consumer assurance will 
.leave adequate ‘retained sur¬ 
plus* to canalised for the long 
overdue replacement of old 
equipment in progressive man¬ 
ner and also to plan investment 
on plant and machinery for 
increased production. 

; The sales of the company 
during 1972-73 amounted 
to Rs 48 crores which is 
a sabstantial improvement 
over the performance in 
the previous year. It is gratify¬ 
ing that this incraeased turn¬ 
over could be achieved despite 
the prolonged power cut in the 
state. This has been possible 
largely because of the sustained 
production at the * optimum 
level in the last quarter of the 
year. Despite this handsome 
improvement in sales turnover 
Over the previous year, the net 
surplus after payment of all 
expenses and taxation was only 
Rs 108 lakhs which represents 
only 2.2 psr cent of the turn¬ 
over as against the corres¬ 
ponding figure of 2.4 per cent 
in 1971-72 and 2.5 per cent in 
1970-71. During the year the 
company sold 5230 chasis 
while in the first four months 
of the current year it had 
produced and sold 2300 vehi¬ 
cles which is an all-time 
record. 

Delhi Cloth 

Dr Bharat Ram, the Chair¬ 
man of Dilhi Cloth and 
General Mills Co Ltd, 
devoted a considerable part of 
" his annual address to some of 
the issues of national impor¬ 
tance. Referring to price 
* .mtrols the chairman said 
that some of commodities 
which at present are subject 
to price controls in different 
forms ■— statutory, formal and 
informal—cannot be consi¬ 
dered to be basic necessities 
of life of the common mm. 
These price controls do en- 
courage black market opera- 
tions esp:eially in time of 
scarcities. In such situations 
■ the industry does not gain. 
Same is the case with the con¬ 
sumer. Moreover the Exche¬ 
quer too is a loser because 


taxes cannot be collected 
on black-market operations. 
Therefore the chairman has 
suggested that price control 
must be restricted to a very few 
essential commodities. Even 
here wherever statutory prices 
are raised or when costs go 
up, there must be an automa¬ 
tic increase in the price of the 
commodities which use these 
price controlled items. This 
is the only way, according to 
the chairman, to bring about 
additional production and to 
increase supplies to the con¬ 
sumers — industrial and do¬ 
mestic. The chairman also 
called for a bolder plan. Even 
the overall annual growth rate 
of 5.5 per cent envisaged dur¬ 
ing the fifth Plan period, ac¬ 
cording to the chairman, was 
on the lower side not only in 
terms of needs but in relation 
to capabilities. 

NCDC 

National Co-operative De¬ 
velopment Corporation had 
rendered financial assistance to 
the cooperatives, engaged in 
marketing, processing and 
storage of agricultural pro¬ 
duce and supplying farm in¬ 
puts to the farmers, to the tunc 
of Rs 16.35 crores during 1972- 
73. Of the total assistance of 
Rs 13.02 crores, centrally aid¬ 
ed plan schemes absorbed Rs 
6.00 crores while centrally 
sponsored scheme of margin 
money to cooperatives for dis¬ 
tribution of chemical fertilisers 
and other agricultural inputs 
claimed Rs 2.00 crores. In 
the central sector schemes, 
the setting up of small and 
medium sized processing 
units accountted for 2.01 
crores, while assistance to 
the tune of Rs 1.01 
crores was provided for 
strengthening of share capital 
base of selected marketing co¬ 
operatives. In addition a sum 
of Rs 2 crores was provided for 
the creation of additional sto¬ 
rage capacity. Besides the 
Corporation provided finan¬ 
cial assistance amounting to 
Rs 2.78 crores under various 
schemes sponsored by it from 
out of its own resources such as 
establishment of granular ferti¬ 
liser units agro-service centres, 
units for formulation of pesti¬ 
cides and insecticides and soil 


testing laboratories. The 
NCDC Act was recently 
amended by the Parliament to 
provide its extension to the 
state of Jammu & Kashmir. 
Further, the Corporation open¬ 
ed two more regional offices 
at Gauhati and Chandigarh in 
addition to five regional offices 
established earlier at Banga¬ 
lore, Calcutta, Bhopal, Poona 
and Patna. During the year, 
the Corporation also decided 
to take up financing or various 
programmes in union territo¬ 
ries. These achievements were 
highlighted by the Chairman 
and union minister of Agricul¬ 
ture, Mr Fakhruddin AU 
Ahmed while addressing the 
twenty-fifth meeting of NCDC 
held recently in New Delhi. 

The charter of the NCDC 
has recently been amended by 
Parliament so as to broadbase 
the administrative set-up of 
the Corporation and to diver¬ 
sify its activities and sources 
of finance. With larger funds 
of the order of Rs 86 crores to 
be supplemented by its own 
funds, during the fifth five- 
year Plan, the NCDC is pois¬ 
ed to play far more effective 
role in expanding and streng¬ 
thening the cooperative mar¬ 
keting infrastructure particu¬ 
larly in the cooperatively un¬ 
derdeveloped states and union 
territories. The corporation 
would also pay special atten¬ 
tion to the rapid development 
of cooperative poultry, dairy, 
fisheries and minor forest pro¬ 
duce — the activities in which 
small farmers and tribals are 
predominantly engaged. 

Kamani Engineering 

At a function held recently 
in Bombay the export award 
sponsored by the Indian Mer¬ 
chant Chamber for 1971 was 
formally received by Mr R.R. 
Kantani, Chairman, Kamani 
Engineering Corporation Ltd. 
It may be recalled that Kama- 
nis had bagged the National 
Award for export for the year 
1969-70 the export award insti¬ 
tuted by the Federation of 
Indian Chamber of Commerce 
and Industry for the year 1970. 
More recently Kamanis have 
secured 3 panel shields from 
the Engineering Export Pro¬ 
motion Council for the year 


1971-72. Kamanis who 
have a record export turnover 
for the year 1972-73 at 
Rs 10.3 million had an 
export turnover of Rs 89 
million for the year 1970-71 
and Rs 72 million for the year 
1971-72. Kamanis have new 
plans to have 10 per cent an¬ 
nual growth in exports. Cur¬ 
rently Kamani Engineering 
Corporation Ltd. is engaged 
in a series of power transmis¬ 
sion turnkey jobs abroad 
valued at Rs 170 million. 
The flow of export orders 
is steadily on the increase 
and the company is getting 
repeat orders even while 
half way through the execu¬ 
tion of these assignments. 

Kamani Engineering Cor¬ 
poration Ltd has already fabri¬ 
cated more than four lac tons 
transmission towers and erec¬ 
ted 11,000 k.m. oftransmission 
lines. It has two manufacturing 
units in Bombay and Jaipur 
with a combined production 
capacity of 60,000 tons. It 
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may be recalled that Kamani 
Engineering Corporation Ltd, 
very recently successfully tes¬ 
ted a transmission line tower 
with so high a voltage as 400 
kv. at its ultra modern testbed 
in Jaipur and has received two 
sizeable orders from the UP 
State Electricity Board for 
these towers. Now that the new 
rolling Mill has been com¬ 
missioned at Jaipur, the com¬ 
pany is now poised to reach out 
to greater dimension. 

Rajasthan Spinning 

The Rajasthan Spinning 
company has reported satis¬ 
factory results for the year en¬ 
ded September 30, 1973. Its 
gross profit after depreciation 
has increased from Rs 29.10 
lakhs in 1971-72 to Rs 53.30 
lakhs in the year under review 
— an increase of 83 per cent 
The sales of yarn have re¬ 
corded an increase of 20 per 
cent from Rs 670.90 lukhs to 
Rs. 803,99 lakes. The sale of 
fabrics improved bp five per 
cent from Rs 9.03 lakhs to Rs 
13.62 lakhs. Considering the 
increase in equity capital by 
100 per cent by two bonus 
issues in last three years and the 
requirements for the company’s 
second spinning mill under 
construction exclusively for 
synthetic yarn, the directors 
have proposed to maintain the 
dividend on increased equity 
shares at 7.5 per cent for the 
year. The company’s net pro¬ 
fit amounted to Rs 34.10 lakhs 
against Rs 20.35 lakhs after 
providing Rs 14.73 lakhs for 
depreciation, Rs 5 lakhs for 
development rebate reserve 
and Rs 14.20 lakhs for taxa¬ 
tion as against Rs 13.22 lakhs, 
Rs 6 lakhs and Rs4.75 lakhs 
provided respectively in 
1971-72. 

The company’s performance 
during 1973 would have been 
still better but for the severe 
power cut imposed by the go¬ 
vernment, The company’s ex¬ 
ports of cotton and synthetic 
yarns increased marginally to 
Rs 44,45 lakhs but its export 
efforts were greatly handicapp¬ 
ed as a result of the total 
embargo on exports clamped 
down by the central govern¬ 
ment in March 1973, The com¬ 
pany’s first phase of its new 


easter n economist 


textile mill at Kharigrani.-a 

backward area in Rajasthan — 
is expected to be completed by 
March 1974 for which the In¬ 
dustrial Finance Corporation 
of India and the Industrial 
Development Bank of India 
have jointly sanctioned loans 
amounting to Rs 110 lakhs. In 
the light of good availability 
of cotton in the country and of 


promising export opportunities, 
the directors view the prospects 
for 1974 with great optimism. 

Newt and Notas 

(Expansion and Diversification) 

With the progressive imple¬ 
mentation of additional capa¬ 
city at Madras* Goa and Arko- 
nam, production and sales by 


Madras Rubber f actory Ltd 
in the current year are 
satisfactory and ahead of 
last year. With the current 
trend of galloping price rises in 
all major raw materials and 
with the tyre selling prices re¬ 
maining constant profitability 
of the company is likely to be 
affected, The management is 
making all efforts to get a price 
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increase in tyres, the com¬ 
pany's proposal for expansion 
of installed capacity from 6.1 
lakhs to 10 lakhs numbers of 
tyres and tubes at the Madras 
plant has been approved, The 
necessary balancing equip¬ 
ments are being installed and 
other steps are being taken to 
speedily implement this expan¬ 
sion. The Goa Plant, commis¬ 
sioned in Sept. 1973 has now 
achieved a production level of 
600 truck tyres per day. With 
the installation of the balance 
uf imported and indigenous 
machinery and equipments 
during this year, the directors 
hope to reach the licenced 
capacity of 4 lakhs numbers of 
tyres and tubes. 

New Issues 

Gangavati Sugars Ltd is 
offering 7i0,500 equity shares 
of R& 10 each for cash at par to 
the public for subscription. The 
subscription list for this fully 
underwritten issue will open 
on March 18 and will close on 
March 28 or earlier but not 
before March 20. The com¬ 
pany is a joint sector under¬ 
taking with Mysore State In¬ 
dustrial Investment and De¬ 
velopment Corporation Ltd, 
(MSilDC) as one of the pro¬ 
moters. The company is sett¬ 
ling up a plant for the manufac- 
turc of sugar with a daily 
crushing capacity of 2500 ton¬ 
nes of sugarcane. The plant 
is being set up in Marli village 
in Raichur district. The loca¬ 
tion commands a very wide 
area of lands growing sugar¬ 
cane, the chief raw material. 
As this area is classified as a 
backward area, all financial 
concesions will be available to 
the company. The construc¬ 
tion of the factory is in pro¬ 
gress and orders for plant and 
machinery have been placed 
with the suppliers. Barring un¬ 
foreseen circumstances the fac¬ 
tory is expected to commence 
production by October* 1974. 

S.R.P, Tools Ltd is entering 
the capitalmaket on March 20 
with a public issue of Rs 17.50 
lakhs, all in equity shares of 
Rs 10 each. The subscription 
list will dose on March 30 or 
earlier but not before March 
22. The entire public issue is 
underwritten. The company 
which is engaged in particular 


in the manufacture of preci¬ 
sion cutting tools such as 
reamers, end mills milling cut¬ 
ters, taps* etc. has entered into 
a technical collaboration agree¬ 
ment with Messrs, Mitsubishi 
Heavy Industries Ltd, of 
Japan, for the manufacture of 
4000 numbers of gear hobs, 
5000 numbers of gear shaping 
and shaving cutters and 2000 
numbers of broaches. 

The factory is located at 
SIPCOT industrial complex, 
Ranipet. Asthis is an industrially 
under-developed area the com¬ 
pany will be eligible for central 
and state cash subsidies and tax 
benefits. When the factory goes 
into full production the total 
output of the company will 
be about Rs 170 lakhs and will 
also save considerable foreign 
exchange since the products to 
be manufactured are at pre¬ 
sent imported. The company 
is maintaining the dividend of 
10 per cent from 1965—thefirst 
year of production — and it 
hopes to earn reasonable pro¬ 
fit so as to maintain the divi¬ 
dend on the enlarged capital. 

A mini steel plant with the 
initial capacity 47,000 tonnes 
per annum is being set up in 
the joint sector at Hissar, 
Haryana. Haryana Polystecls, 
promoted by Harayana State 
Industrial Corporation, has a 
entered into collaboration with 
Polysteels (India), Bhavnagar, 
Gujarat, for this purpose. The 
company proposes to issue by 
the middle of next month 
5,88,000 equity shares of Rs 
10 each and 30,000 (9.5 per 
cent) redeemable cumulative 
preference shares of Rs 100 
each at par, The estimated 
cost of the project is Rs 3.60 
crores. The first electric arc 
furnace is scheduled to be com¬ 
missioned by the end of No¬ 
vember 1974 and the second 
furnace by the end of Decem¬ 
ber. At a later stage the com¬ 
pany has plans to manufac¬ 
ture special steels. 

Company Meetings 

Bombay Dyeing & Manufac¬ 
turing Co. Ltd: PatkarHall, 
1, Nathibbai Thackersey 
Road, Bombay; April 1; 3.45 
P.M. 

National Pipes and Tubes Com¬ 
pany Ltd: Registered Office, 


Nicco House, Hare Street, 
Calcutta; March 28; 4P.M. 
The DorMtanga Sugar Company 
Ltd: Registered Office at 
Lohat (District Madhubani); 
March 30; 11.00 A.M. 
Dalmia Cement (Bharat) Ltd: 
Dalmiapuram, District Tiru- 


chirapalli; Tamil tfadu; Ap¬ 
ril 26;10.15A.M: 

Walchandnagar industries Ltd: 
WalchandHirachand Hall, 
Indian. Merchant’s Chamber 
Building, 76, Veer Nariman 
Road, Churchgate, Bombay 
400 020; March 25; 4.00 P.M. 



Dividends 


(Per cent) 

Name of the company 

Year ended 

Equity dividend dec¬ 
lared for 



Current 

Year 

Previous 

Year 

Higher Dividend 




Shree Madhusudan 

June 30. 1973 

10.0 

Nil 

Jardine Henderson 

March 31, 1973 

4.0 

Nil 

S.K.G. Sugar 

June 30, J973 

7.0 

Nil 

Rathi Alloys & Steel 

June 30, 1973 

12.0 

Nil 

Paper and Pulp Conver¬ 
sions 

July 31, 1973 

12.0 

10.0 

New Commercial Mills 
Co. 

March 31, 1973 

12.0 

Nil 

American Universal 

Sept 30, 1973 

6.0* 

Nil 

Same Dividend 




Simon Carves 

Dec. 31, 1973 

J7.5 

17.5 

Bombay Cycle & Motor 
Agency 

March 31, 1973 

8.8 

8.8 

Gannon Dunkerley & 
Co. 

March 31, 1073 

Nil 

Nil 

S.S. Duncan 

Oct 31,1973 

25.0 

25.0 

Shree Valabh Glass 
Works 

March 31, 1973 

12.0 

12.0 

New Central Jute Mills 
Co. 

March 31, 1973 

Nil 

Nil 

Anglo-lndia Jute Mills 
Co. 

March 31, 1973 

15.0 

15.0 

Bharat Vijay Mills 

Dec. 31,1973 

16.0 

J6.0 

Kedneed Dividend 




Champdany Jute Co. 

March 31,1973 

' 7.5 

10.0 


♦Maiden dividend. 
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COMPANY MEETING 

ASHOK LEYLAND LIMITED 

MADRAS 600057 

Speech delivered by Mr, S. Ranganathan, Chairman, 
Ashok Leyland Limited to the Shareholders at the 
Twentyfifth Annual General Meeting of the Company 
held on 4th March 1974, at Ennore Madras 600057, 


Friends, 

Lt gives me very great plea¬ 
sure to welcome you to the 
25th Annual General Meeting 
of your Company. 

The Directors* Report, Audi¬ 
ted Balance Sheet and the 
Profit and Loss Account have 
been circulated to you and 
with your permission I shall 
take them as read. 

General economic conditions 

During the year under re¬ 
view, the nation’s economy 
had to pass through a difficult 
phase marked by droughts and 
floods in different parts of the 
country, power shortage and 
increasing paucity of indus¬ 
trial inputs, The combined 
effect of all these is an un¬ 
precedented inflationary spiral 
and the effect of this is felt 
in an increasing measure in 
ail phases of our manufac¬ 
turing activity. 

The recent development in 
West Asia resulting in the 
phenomenal increase in world 
prices of crude oil in a short 
period has over-shadowed 
many problems we are facing 
on the home front. Apart from 
the difficulty in securing ade¬ 
quate supplies of oil on a short¬ 
term or long-term basis, the 
most serious problem for the 
country as a whole is the severe 
drain on the country’s foreign 
exchange earnings. This ma¬ 
jor development has rendered 
the outlook for the future uci- 
ther bright nor even clear and 
India, along with most other 
nations, has no alternative, but 
to tighten its belt and take all 
possible measures for the con¬ 
servation and cautious utilisa¬ 
tion of available energy re¬ 


sources. The Automobile 
Industry in particular will be 
very imich affected by this turn 
of events in the international 
scene. I have no doubt our 
Government is fully alive to 
this problem, although it is 
rather too soon to envisage 
the precise measures that will 
be introduced to tide over the 
crisis. 

Turnover and profitability 

You will note from the 
Profit and Loss Account that 
sales for the year 1972-73 
amounted to Rs. 48 erores, 
which is a substantial improve¬ 
ment over the performance in 
the previous year. It is gratify¬ 
ing that this increased turnover 
could be achieved despite the 
prolonged power cut, in our 
State. This has been possible 
largely because of the sustained 
production at the optimum 
level in the last quarter of the 
year. Despite this improve¬ 
ment in sales turnover over the 
previous year, the net surplus, 
after payment of all expenses 
and taxation, was only 
Rs. 108 lakhs, which represents 
only 2.2%of the turnover. (The 
corresponding figure for 1971- 
72 was 2.4% and for 1970-71 
2.5%). A total of 5230 chas¬ 
sis were sold during the year. 
You will be glad to know that 
despite severe shortages of raw 
materials and ancillary items, 
we have produced and sold 
almost 2300 vehicles in the 
first 4 months of the current 
year, which is an all-time re¬ 
cord. Whether we will be 
able to maintain production 
and sales at this level is a moot 
point, particularly in view of 
the ever-increasing problems 
of obtaining the necessary 
supplies of raw materials and 
bought out components, etc. 


It is interesting to note that 
our Company places a far 
higher percentage of its re¬ 
quirements with ancillary in¬ 
dustries than any other. We 
continue to increase ihe indi¬ 
genous content of our models 
and are in fact as far as possi¬ 
ble increasing the puce of our 
work in this area. 

Dividend 

You will be glad to know 
that your Directors have de¬ 
cided to recommend a divi¬ 
dend of 12i% for the year. 
Whilst we appreciate that this 
rate of return is only slightly 
above what can be obtained 
from investment without any 
risks involved, we feel sure 
you will appreciate the fact 
that it is a considerable im¬ 
provement on past dividends. 
Whilst on this subject, l would 
like to dwell briefly on prices 
and profits. 

Selling prices 

The Commercial Vehicles 
Industry plays a vital role in 
fostering economic growth. 
Due to various constraints, 
the production of commercial 
vehicles in the country is ra¬ 
ther limited and only ourselves 
and one other manufacturer are 
producing at over 80% of the 
installed capacity and their 
products arc also in great, de¬ 
mand. Current levels of pro¬ 
duction simply cannot meet 
the demand; there is, therefore, 
urgent need for increasing the 
production of all manufac¬ 
turers. In this context, I was 
happy to read recent Minis¬ 
terial pronuncements that the 
Government is keen that in¬ 
vestments already made in 
this key sector of our economy 
must be allowed to earn 
reasonable returns. This in¬ 
dustry is fully conscious of its 
vital role and has expressed 
its willingness to evolve a 
price discipline on its own, 
which could be self .adjusting 
and self enforcing. 

At the same time it should 
not be forgotten there is an 
upward spiralling of prices of 
every conceivable item used 
in the Automobile Industry 
such as steel, copper, alumini¬ 
um and other non-ferrous 


metals, forgings, castings, etc.j 
In India, as in the western 
countries, the Automobile 
Industry is dependant on u 
large number of ancillary supp-J 
liers. Therefore, unless there j 
is an all-round price discipline, 1 
il will be extremely difficult to 
hold the price of the end pro-' 
duct alone. These matters are 
currently under discussion 
with the Ministry of Heavy 
Industry and the Bureau of 
Industrial Costs and Prices.: 
I sincerely hope there will be 
a satisfatory solution to this 
problem which, while provid¬ 
ing a certain amount of price 
stability and consumer assu¬ 
rance, will leave adequate ‘re¬ 
tained surplus* to be canalised 
for the long overdue replace¬ 
ment of old equipment in a 
progressive manner and also 
to plan investment on plant 
and machinery for increased 
production. 

Expansion 

I am glad to inform you 
that the Company has re¬ 
ceived an Industrial Licence 
for expansion of the Comet 
Vehicle production to 10,000 
Nos. per annum and the Com¬ 
pany is already taking active 
steps for providing the requi¬ 
site buildings and additional 
plant and machinery to achieve 
the expanded output in the 
shortest time possible. It is 
hoped that the Company’s 
request for import of capital 
plant and machinery, valued 
at Rs. 150 lakhs approximately 
will receive Government’s sanc¬ 
tion under the simplified pro¬ 
cedure and within the target 
period set by Government for 
processing such applications. 
To finance this major expan¬ 
sion of our facilities, it is im¬ 
perative that we are permitted 
to ensure reasonable levels of 
profitability, consistent no 
doubt with lair and practicable 
utilisation of installed capa¬ 
city. 

Exports 

Our exports have not touch¬ 
ed a satisfactory level during 
the last two ’ years, mainly 
because of the uncertainties in 
production arising from the 
prolonged labour dispute in 
1971-72 and the severe power 
cut last year. Nevertheless, 
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the Company is fully* cons¬ 
cious of its responsibilities 
towards maximising exports, 
particularly in view of the 
oil crisis and the high drain 
of foreign exchange aris¬ 
ing thereform. Your Com¬ 
pany has given an undertaking 
to Government of India to 
export at least 10% of the addi¬ 
tional output of Comet vehi¬ 
cles, under the expansion 
scheme, and in order to fulfil 
this'eommilment the.Company 
is already taking measures to 
explore the markets in South 
East Asia and AIncan count¬ 
ries. In this task, Messrs Bri¬ 
tish Leykmd Motoi Corpora¬ 
tion have assured us of maxi¬ 
mum eo-operalion and theii 
global contacts as well as net¬ 
work of Agencies in these 
countries will be available to 
us. 1 he response so far has 
been encouraging and apart 
from current negotiations lor 
substantial orders from Singa¬ 
pore, Hong Kong and other 
neighbouring countries, we 
already hold orders lor more 
chassis than were achieved in 
the whole of last year. 1 would 
however like to mention that 
our export performance in 
1970-71 was good enough to 
secure the Government of 
India's Export promotion 
award and I recently had the 
pleasure of receiving t he award 
from Government for our out¬ 
standing export performance. 

Acknowledgement 

Mr. R. R. Jones resigned from 
the office of Managing Dilec¬ 
tor on 13th September 1973, 
on completion of his term 
of appointment, and has taken 
up another assignment with 
British Lcyland in Australia. 
I would like to place on re¬ 
cord our appreciation of the 
valuable services rendered by 
Mr. Jones during his tenure of 
office. 

I am glad to inform you that 


our collaborators, Messrs Bri¬ 
tish Leyland Motor Corpora¬ 
tion, have made available the 
serv : ces of Mr R. J, Hancock 
for appointment as Managing 
Director of this Company for 
a period of two years in suc¬ 
cession to Mr. Jones, Prior to 
joining us, Mr Hancock was 
a Director of the Special Pro¬ 
ducts Division of British Ley- 
land in the United Kingdom. 
I am confident that with his 
background and valuable ex- 
peiicnce, he will make a subs¬ 
tantial contribution towards 
further progress of the Com¬ 
pany and the speedy imple¬ 
mentation of the expansion 
programme. 

I am grateful to our colla¬ 
borations, British Lcyland Mo¬ 
tor Corporation, for their 
continued guidance and active 
assistance in the development 
of the Company, which will be 
required in greater measure 
for the implementation of our 
expansion programme. 

I would like to take this 
opportunity to convey our 


sincere thanks to the Central 
and State Governments for 
their encouragement and sup¬ 
port and also the Financial 
Institutions, and our Bankers 
for their continued support in 
the day-to-day operations and 
advancement of our business. 

I would like to express our 
appreciation of the loyalty 
and co-operation of all our 
employees which has made a 
significant contribution to the 
satisfactory results we have 
been able to achieve this year. 

Finally, we must not forget 
the gratitude due to all our 
Dealers who arc the people 
who finally sell our products. 

In conclusion, on behalf of 
the Board of Directors and 
myself, l would like to convey 
our sincere thanks to the 
Shareholders lor the continued 
support and confidence they 
have placed in us. 

Non;: This does not pur¬ 
port to be a record of the pro¬ 
ceedings of the Annual General 
Meeting . 


Ntyfa* 

THE BALLARPUR PAPER & 
STRAW BOARD MILLS LTD. 
Regd. Office: P.O. Ballarpur 
Dist. Chandrapur (Maharashtra) 
PUBLIC NOTICE 

NOTICE is hereby given pur¬ 
suant to the provisions of Rule 
4A of the Monopolies and Res¬ 
trictive Trade Practices Rules, 
1970, that an application is be¬ 
ing submitted to the Central 
Government: under Section 22 
of the Monopolies and Rest¬ 
rictive Trade Practices Act, 
1969 for approval to Ballarpur 
Paper & Straw Board Mills 
Ltd. for setting up of an un¬ 
dertaking for manufacture of 
salt at Singach, District Jam¬ 
nagar (Gujarat). 

Any person interested in the 
matter may, if he so desires, 
intimate to the Central Go¬ 
vernment in the Department of 
Company Affairs, within four¬ 
teen days from the date of 
publication of this General 
Notice, his views with regard to 
the proposal contained in the 
Notice or in the application 
and also the nature of his in¬ 
terest therein. 

For Ballarpur Paper Sl Straw 
Board Mills Ltd 
SURENDER LALL. 

Executive Vice-President. 
Thupar House, 124, Janpath, 
New Delhi-1. 
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25 TH MEETING OP 

NATIONAL CO-OPERATIVE 
DEVELOPMENT CORPORATION 

The 25th meeting of the National Cooperative 
Development Corporation was held at New Delhi on 
March 5,1974. Presiding over the meeting, Corpora¬ 
tion’s Chairman and Union Minister of Agriculture, 
Shri Fakhruddin Ali Ahmed disclosed that the 
Corporation had rendered financial assistance to the 
cooperatives, engaged in marketing, processing and 
storage of agricultural produce and supplying farm 
inputs to the farmers, to the tune of Rs. 16.35 crores 
during 1972-73. Of the total assistance, Rs. 13.02 
crores were provided under various Central Plan 
Schemes implemented by the Corporation as under: 

SI. No. Scheme Assistance 

provided 
(Rs. in crores) 


1. Centrally aided plan scheme 6.00 

2. Centrally sponsored scheme of margin 

money to cooperatives for distribution 
of chemical fertilisers and other agricul¬ 
tural inputs 2.00 

3. CENTRAL SECTOR SCHEMES FOR: 

(j) Setting up of small and medium sized 

processing units 2.01 

(ii) Strengthening of share capital base 

of selected marketing cooperatives 1.01 

(iii) Creation of additional Storage capacity 2.00 


Besides, the Corporation 
provided financial assistance 
amounting to Rs 2.78 crores 
under various schemes spon¬ 
sored by it from out of its 
own resources, such as, estab¬ 
lishment of granular fertilizer 
units, agro-service centres, 
units for formulation of pesti¬ 
cides/insecticides and soil 
testing laboratories. The assis¬ 
tance was provided in the form 
of loans and grants to State 
Govemmenfs/Apex Coopera- 


TOTAL 13.02 


tive Banks and share capital 
and grants to the national level 
cooperative federations. 

According to the Report the 
NCDC Act was amended by 
the Parliament to provide its 
extension to Jammu & Kash¬ 
mir. Besides, the Corpora¬ 
tion opened two more regional 
offices at Cauhati and Chandi¬ 
garh in addition to five regional 
offices established earlier at 
Bangalore, Calcutta, Bhopal, 


Poona and Patna. During the 
year, the Corporation also de¬ 
cided to take up financing of 
various programmes in Union 
Territories. 

COOPERATIVE MARKET¬ 
ING: 

The cooperatives marketed 
agricultural pioducc worth Rs 
843.69 crores during 1971-72 
as against Rs 648.49 crores in 

1970- 71. The States of Punjab, 
Maharashtra, Uttar Pradesh 
and Gujarat accounted for 
nearly 3/4th oF the total value 
of the agricultural produce mar¬ 
keted by cooperatives during 

1971- 72. About 50 per cent 
of the total sales oF agricul¬ 
tural produce by cooperatives 
in 1971- 72 were accounted for 
by foodgrains. This was due 
to the concerted efforts made 
by the Corporation For 
larger involvement of co¬ 
operatives in Foodgrains 



Shri Fakhruddin Ali Ahmed 

procurement programmes of 
the State Governments/F.C.I. 
With the active interest of 
the NCDC, cooperatives are 
also being increasingly involv¬ 
ed in the procurement opera¬ 
tions of cotton and jute on 
behalf of the newly establish¬ 
ed cotton/jute Corporations. 
To enable the cooperatives to 
handle the increasing volume 
of business in these two im¬ 
portant commercial crops, the 
Corporation has evolved a 
Scheme for providing margin 
money to apex marketing 
federations of major cotton 
and jute growing States for 


raising bank finance. This has$ 
considerably helped the co-i 
operatives to stepping up thcirf 
marketing operations in res-t 
pect of these two commodities.! 

> 

COOPERATIVE PROCESS-1 
1NG: ! 

1 

The number of agricultural i 
processing units organised ini 
the cooperative sector increas- \ 
ed from 1755 at the end of 

1971- 72 to 1790 at the end of ,* 

1972- 73. Under the Central:. 
Sector Scheme for providing J 
block capital cost of small' 
and medium sized processing f 
units, introduced in the year 
1970-71, the Corporation upto 1 
the end of 1972-73 sanctioned , 
assistance amounting to Rs 
13.42 crores in respect of 125 
projects, which mainly include 
rice mills, cotton ginning and 
pressing units, oil mills in¬ 
cluding solvent extraction 
plums, dairies, cattle feed plants 
and cold storages. Of the above 
assistance, Rs 3.59 crores were 
released. 

The number of cooperative 
sugar factories licensed went 
up from 124 at the end of 1971- 
72 to 134 at the end of 1972- 
73. During the year 1971-72, 
80 cooperative sugar factories 
were in production and they 
produced 12.85 lakh tonnes of 
sugar representing about 41.29 
p?r cent of the national pro¬ 
duction of sugar. 

DISTRIBUTION AND 
SUPPLIES: 

Cooperatives recorded signi¬ 
ficant progress in the distribu¬ 
tion of fertilizers and other 
agricultural inputs. According 
to the Report, the value of 
chemical fertilizers handled by 
cooperatives increased from 
Rs 250 crores in 1970-71 to 
Rh 288 crores in 1971-72. 
Similarly, the value of improv¬ 
ed seeds, agricultural machi¬ 
nery and pesticides distri¬ 
buted by cooperatives increas¬ 
ed from Rs 39 crores, Rs 10 
crores and Rs 17 crores in the 
year 1970-71 to Rs 45 crores, 
Rs 11.6 crores and Rs 19,6 
crores respectively in 1971- 
72. The Centrally Sponsored 
Scheme of providing margin 
money to cooperative whole- 
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J talers for undertaking distribu¬ 
tion of fertilizers and other 
Agricultural inputs, being im¬ 
plemented by the NCDC 
’from the beginning of the 
iP'ourth Plan in 1 969-70, has 
■* encouraged the cooperatives 
t <Lo increasingly involve ihem- 
| jiclves in this business. The 
) lotai assistance provided by 
t *the Corporation under this 
j Scheme upto 1972-73 amounted 
j ito Rs 10.40 crores. 

1 

t The value of consumer art i- 
jdes distributed in rural areas 
{ by cooperatives increased from 
\ ks 145crorcsin 1970-71 to Rs 
i '180 crores during 1971-72. 
j With the increasing emphasis 
\ on public distribution system, 
j the cooperatives are expected 
to play important role in this 
activity. 

COOPERATIVE STORAGE: 

The total sfoiage capacity 
assisted in the cooperative sec¬ 
tor increased to 40 lakh tonnes 
by the end of March, 1973, out 
of which 32 lakh tonnes was 
reported to have been con¬ 
structed. 

NCDC TO PLAY LARGER 
ROLE: 

Shri M.S. Gill, Secretary, 
NCDC, disclosed in the meet¬ 
ing of the Corporation,that the 
charter of the NCDC has re¬ 
cently been amended by Parlia¬ 
ment so as to broad base the 
administrative set-up of the 
Corporation and to diversify its 
act iv ilies and sources of finance. 
With larger funds of the 
order of Rs 86 crores to be sup¬ 
plemented by its own funds, 
during the fifth five year Plan, 
the NCDC is poised to play for 
more effective role in expand¬ 
ing and strengthening the co¬ 
operative marketing infrastruc¬ 
ture particularly in the co¬ 
operatively underdeveloped 
States and Union Territories. 
The Corporation would pay 
special attention to the rapid 
development of co-operative 
poultry, dairy, fisheries and 
minor forest produce -- the 
activities in which small far¬ 
mers and tribals arc predomi¬ 
nantly engaged. 



Rang* of products — 

Automatic Voltage Regulators for Hydro and Turbo 
Generators upto 200 MW ratings. 

Thyristor convertors (Reversible and Non-reversible) 
fot speed control of D.C. Motor (upto 300 KW ratings). 
Automatic Voltage Regulators for D.C. generators and 
alternators. 

Static DC-DC convertors. 

Static excitation systems for D.C. excited machines. 
Frequency regulator for motor-alternator sets. 

Static voltage and Frequency regulators for Traction 
application. 

Transistorised control equipment for Broad Gauge 
Dieeel Electric locomotives. 


Newfteld«SB'220 


Enquule* to' 

RECTIFIER SALES OtVISlON. 

BHARAT HEAVY ELECTRICALS UNITED 

( (A Government of lnd:j Undertaking) 

BH0PAI-462O21 



Power 
to the 
people 
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Chairman's Statement: 



H.T. PAREKH, ICICI Chairman, 
calls for faster industrial 
development under the Fifth Plan 


Economy poised for growth 

Role of Finance Institutions in 
Promoting Industrialisation 

Support for Dual Pricing for 


Industrial Products 

The economic situation in 
1973 was governed solely by 
the impact of the 1972 drought. 
The shortfall in agricultural, 
particularly foodgrains, out- 
*put had all-pervasive reper¬ 
cussions on the economy. It 
led to a rise of !8.6 per cent 
in prices, accounted for mostly 
by the rise of 21 per cent in 
foodgrain prices. It led to a 
resumption, on commercial 
and barter terms, of foodgrain 
imports which strained the 
foreign exchange budget of the 
country. It also led to a 
substantial public works pro¬ 
gramme to provide employ¬ 
ment and income to those 
affected by the drought, 
financed mostly by resources 
provided by the Centre and 
leading to substantial deficit 
financing by the Central and 
State Governments. 

The drought also had re¬ 
percussions outside agricul¬ 
ture. There was a substantial 
fall in the generation of hydcl 
power which, combined with 
difficulties in thermal genera¬ 
tion and the only atomic po¬ 
wer plant, led to power-cuts 
all over the country, in some 
States and at times ranging up 
to 75 per cent. These power- 
cuts affected output not only 
in power-intensive industries 
but also in other industries; 
with delayed action, this 
will in due course be reflected 
in the published operating re¬ 
sults of the companies. 

Fortunately, 1973 has seen 
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unusually good rainfall spread 
throughout the country, and, 
despite floods in sonic parts, 
particularly in Gujarat, the 
harvest this year, not only of 
foodgrains, but also of jute, 
cotton and oilseeds, is likely 
to be a record one. Gradually, 
the food pipeline is getting 
tilled up, and foodgrain avail¬ 
ability should begin to improve. 
Powercuts have been largely 
given up, though the situation 
still remains difficult in sonic 
areas like Uttar Pradesh. 

There is necessarily a time- 
lag in India between increased 
supplies and their impact on 
prices. Given the nature of a 
predominantly agricultural pro¬ 
duction system, precise infor¬ 
mation on actual output is 
available with a lag. More¬ 
over, after a bad harvest season, 
the first impact of increased 
supplies in a good year is to 
fill up the distribution pipe¬ 
line, before supplies reach the 
market and begin to influence 
prices. The Government needs 
to evolve a clear marketing 
strategy to enable movement 
and distribution of foodgrains 
at reasonable prices. Credit 
policy should also be geared 
to smoolbcning the production 
and distribution process. 

The more general beneficial 
effects of a good monsoon 
are, therefore, still to be felt. 
Particularly, the Government's 
budgetary position remains 
difficult, initial procurement 


of foodgrains has been 
below expectations, and prices 
have remained at high levels, 
necessitating stringent across- 
the-board credit curbs. Apart 
from the price situation, the 
dark cloud on the 1974 horizon 
is the oil crisis. 

The country is passing 
through an unprecedented 
economic crisis, and very 
little light is immediately visi¬ 
ble. In such a situation it is 
necessary that all sections of 
the society combine to meet 
the problem. The Government 
needs to break the inflation 
psychosis in the country, parti¬ 
cularly by adjusting excise 
duties on basic consumer 
goods to bring down their 
prices. There is need to induce 
harder work by labour and a 
restraint on prices and luxury 
consumption by industry. 

The Fifth Plan provides for 
an over-all growth rate of 5.5. 
per cent; this growth rate is 
the minimum required if we 
are to show any tangible pro¬ 
gress under planning. How¬ 
ever, as experience shows, plan 
targets have nol been fulfilled 
in the past, with the result 
that the actual growth reached 
has been much lower than the 
growth planned; in the fifties, 
the growth rate was 3.8 per 
cent and in the sixties the 
growth rate was 3.7 per cent 
only. The significance of the 
shortfalls can be gathered 


from the fact that had tht 
targeted growth rates beer 
achieved, the per capita growll 
during the last 23 years would 
have been double the actual 
growth. 

Thcie can, therefore, be no 
controversy about the growth 
rate planned; it is, as the Plan 
document says, the minimum 
that must be aimed at if we arc 
to make a perceptible move¬ 
ment towards achieving the 
objectives set out under the 
Plan. 

The immediate task before 
the planners is to remove the 
various physical bottlenecks 
which restrict industrial pro¬ 
duction . particularly fuller 

utilisation of capacity. The 
two major areas arc power and 
railway transport; these inhibit 
product ion in iron and steel, 
cement, coal and aluminium 
industries. Shortages of basic 
raw materials affect output in 
engineering and fertiliser in¬ 
dustries. Many of these pro¬ 
ducts are vital inputs for other 
economic activities and are 
also becoming scarce and high- 
priced internationally. An 
improvement in the areas of 
power, transport and raw 
materials is likely to raise im¬ 
mediately and substantially 
output in a broad group of 
industries. This is the first task 
to which the Planning Com¬ 
mission must address itself 
under the Fifth Plan. 

The rate of growth planned 
for industry is not sufficient, 
and 1 suggest that, subject to 
availability of resources, we 
should aim at a growth rate 
of 10 to 12 per cent. It is de¬ 
sirable that the Planning Com¬ 
mission monitors closely the 
progress in the industrial 
field and, in the light of the 
evolving situation, makes an 
attempt to raise the rate of 
industrial growth in the latter 
portion of the plan period when 
wc have overcome the pre¬ 
sent difficulties. 

The basic aim of Govern-' 
ment policy is to decentralise 
industry and entrepreneurship 
in the country. Decentralising 
industry leads to favouring a 
policy of promoting industry 
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in backward regions govern¬ 
ments, both Central * and 
State, now back up this policy 
by providing substantial in¬ 
centives like capital subsidies, 
partial tax exemption and sales 
tax and other rebates, Decen¬ 
tralising entreprenuership is 
being done by reserving some 
kinds of investments, parti¬ 
cularly small and medium 
scale investments, for small 
and medium entrepreneurs. 

In its statement of policy 
frame, the Fifth Plan recog¬ 
nises the various impediments, 
procedural ami substantive, 
which impede investment in 
industry. It specifically suggests 
that administrative sanctions, 
where required, should be 
given expeditiously. If indus¬ 
trial targets arc to be achieved, 
it is desirable that delays and 
inflexibilities in policies are 
avoided. Government itself 
has taken positive steps in this 
direction, particularly bv sett¬ 
ing up the Secretariat for In¬ 
dustrial Approvals so as to 
provide simultaneous unified 
clearances in respect of in¬ 
dustrial licence applications. 
This is a step in the right di¬ 
rection which should help to 
expedite project implementa¬ 
tion. Other procedural steps, 
especially enabling flexible use 
of import licences within over¬ 
all ceilings for project imports, 
need also to be given consi¬ 
deration. 

The policy frame also refers 
to the extension of dual pric¬ 
ing policy, now prevailing in 
sugar industry, to other in¬ 
dustries. This is a suggestion 
which needs to be given effect 
to without delay. In many 
industries like cement and alu¬ 
minium where prices are cont¬ 
rolled, project costs and pro¬ 
duct prices arc so out of line 
that investment in them has be¬ 
come non-viable and, therefore, 
has almost stopped. In many 
industries like fertilisers, paper 
and cement, scarcities have 
begun to emerge; at the same 
time, their prices arc not such 
as to attract invest meat in 
these industries. The Govern¬ 
ment needs to take a clear de¬ 
cision on its pricing policy to 
attract investment into these 
industries, as it has already 
done in the e.isc of steel. 

One appreciates the concern 


of the Government to protect 
the not-so-well-oflf consumers 
and - ■ as in cement and alumi¬ 
nium --its own costs. The su¬ 
gar price experiment has shown 
that such protection to pri¬ 
ority consumers can be ensured, 
without jeopardising the incen¬ 
tive for investment in the in¬ 
dustry, through a dual pricing 
policy. Ultimately the aim of 
Government policy has to be 
to ensure that output expands 
sufficiently to reduce the gap 
between the controlled and the 
free market prices. In addition. 
Government should consider 
giving such industries excise 
duty concessions on increased 
output in priority industries 
for 5 to 10 years. 

Given the scale of capital 
costs, 1 feel that the concept 
of the joint sector is particu¬ 
larly suited to our needs. It 
helps to combine the financial 
resources of the State with the 
managerial expertise available 
in the private sector. In this 
area, this Corporation has 
already provided assistance of 
more than Rs 25 crorcs to joint 
sector projects, many of them 
jointly with various State In¬ 
dustrial Development Corp;>- 
porations; sanctions to joint 
sector projects in 1973 alone 
amounted to Rs 8.19 crores 
forming 14 per cent of total 
sanctions in 1973. Other de¬ 
velopment banks like IDBI and 
1FCI are also actively engaged 
in such financing, often joint¬ 
ly with us. 

Finance institutions will 
need to play a substantive role 
in ensuring the fulfilment of the 
Fifth Plan industrial pro¬ 
grammes. Let me at once say 
that the finance institutions 
fully accept the basic objec¬ 
tives. programmes and poli¬ 
cies enunciated in the Fifth 
Plan. The task of assisting in 
the translation of these into 
specific projects and in ensur¬ 
ing their implementation will 
fall on them. 

For development banks like 
our Corporation, this is not a 
matter of mere conformity but 
also sound business policy. 
This Corporation has always 
been interested not merely m 
accelerating industrial growth, 
but also in its decentralisation. 
The success of its endeavour in 


these spheres is, however, con¬ 
ditioned by the availability of 
supporting institutional, tech¬ 
nical and infrastructure facili¬ 
ties. 

Finance institutions, under 
the able leaderhip of the In¬ 
dustrial Development Bank of 
India, have taken up an active 
programme of developing 
and financing new projects, 
promoting new entrepre¬ 
neurs and joint sector pro¬ 
jects, and financing pro¬ 
jects in backward regions. 
In the development of back¬ 
ward regions, State-level 
institutions play an active role 
not only in promoting the pro¬ 
jects but in ensuring timely 
provision of infrastructure faci¬ 
lities. Increasing co-operation 
between all-India and State- 
level institutions in the task of 
identifying viable project ideas, 
organising and channelling 
technical consultancy services, 
identifying infrastructural gaps 
and mobilising resource* and 
efforts to bridge these should 
help to give a fillip to the de¬ 
velopment of backward re¬ 
gions. 

As I mentioned above, the 
Corporation is vitally interes¬ 
ted in the broader develop¬ 
ment of the economy ,both 
as an aspect of its develop¬ 
mental activity and for foster¬ 
ing its future investment oppor¬ 
tunities. The Corporation 
has taken various measures 
during recent years to streng¬ 
then its own capabilities in this 
area. The Corporation tries to 
identify investment opportuni¬ 
ties in various States; for this 
purpose, alongwith othei finan¬ 
cial institutions, it has also 
made surveys of various States. 
Where projects are identified, 
these are discussed with the 
all-India and State-level insti¬ 
tutions and feasibility studies 
are undertaken or commis¬ 
sioned in order to turn invest¬ 
ment ideas into viable projects. 
Arrangements among the fina¬ 
nce institutions for joint con¬ 
sultation have been working 
smoothly now for many years 
under the leadership of the 
Industrial Development Bank 
of India. These arrangements 
enable a co-ordinated view to 
be taken on the financing of 
projects and their follow-up. 
Finance institutions have been 


streamlining their procedures 
and increasingly recognising the 
need to establish a lead insti¬ 
tution concept which would 
help to avoid duplication of 
effort, spread the work-load 
evenly and lead to quick deci¬ 
sions. 

The Corporation made a 
beginning in 1973 to further 
diversify its sources of foreign 
currency funds. It signed, 
with the approval of Govern¬ 
ment, an agreement with a 
consortium of Swiss banks, 
headed by Banque Gutzwiller, 
Kurz, Bungcner S.A. for a pub¬ 
lic issue of bonds of Swiss 
Francs 8 million in the Swiss 
market. The issue was arrang¬ 
ed through Lazard Frcres et 
Cie, Banque National© de 
Paris and Deutsche Bank 
Aktiengesellschaft, The issue 
was well received in the market 
and was fully subscribed. I 
would like to thank the con¬ 
sortium members, advisers to 
the issue and Government of 
India for enabling the Corpo¬ 
ration to make an entry in the 
capital market in Europe and 
for giving it greater interna¬ 
tional exposure. 

As corporate financial re¬ 
quirements become more com¬ 
plex, we also feel that new 
entrepreneurs and existing 
companies need assistance in 
meeting their financial re¬ 
quirements on a comprehen¬ 
sive basis—not only in’trying 
up their financial requirements 
but also in assisting them 
through legal and other re¬ 
quirements needed to app¬ 
roach the public for funds. 
This activity is being done 
through our Merchant Banking 
Division: we expect that as 
companies begin to expand their 
operations, the operations of 
this Division will increase 

Bombay. 

February 14, 1974 

[This is an extract from the 
Statement of the Chairman 
circulated to the Shareholders 
with the Directors’ Report and 
Accounts for the year ended 
December 31, 1973. The full 
text of the Statement can be 
obtained from the Secretary, 
The Industrial Credit and In¬ 
vestment Corporation of India 
Ltd,, 163, Backbay Reclama¬ 
tion, Bombay.]. 
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STATISTICS 


Price policy 

lor wheat 

#> 

It ITS report on the Price 
Policy for Wheat for the 1974- 
75 season, the Agricultural 
Prices Commission (APC) has 
.uggested that the surplus 
itates should subject themselves 
o the discipline of maximising 
heir contribution to the cent¬ 
al pool of foodgrains and the 
Jcficit slates to that of limiting 
heir demands on it. The APC 
las also recommended an in- 
;rea$e in the procurement 
prices. It has suggested Rs 
75 per quintal for the indige¬ 
nous common white and the 
different Mexican varieties, Rs 
K) per quintal for the indigenous 
red varieties and Rs 100 per 
quintal for the superior varie¬ 
ties. 

The report of the APC is 
given below: 

In this Report, the Agricul¬ 
tural Prices Commission pre¬ 
sents its views on the price 
policy for the wheat crop of 

1973- 74 to be marketed in the 

1974- 75 season. The Commis¬ 
sion recommends that: 

(a) in order to ensure the 
viability of the public distribu¬ 
tion system as it currently ope¬ 
rates, the surplus states them¬ 
selves to the discipline of maxi¬ 
mising their contribution to 
the Central Pool of foodgrains 
and the deficit states to that of 
limiting their demands on it; 
and 

(b) the procurement prices 
for wheat be fixed uniformly 
for all the states at Rs 95 per 
quintal for the indigenous com¬ 


mon white and the different 
Mexican varieties, at Rs 90 
per quintal for the indigenous 
red varieties and Rs 100 per 
per quintal for the superior 
varieties. 

In its Report on the Price 
Policy for the Wheat Crop of 
1973-74 submitted before the 
sowing season in August 1973, 
the Commission had considered 
the difficult food situation in 
the country and the medium- 
term prospects of a none-too 
comfortable position in view 
of the need to replenish the 
buffer and had therefore sought 
to reach as close an approxi¬ 
mation as possible to the level 
of the procurement prices which 
could be guaranteed at that 
stage. Recommending that 
the guaranteed price for wheat 
to be announced prior to the 
sowing of the crop be fixed 
uniformly for all the states at 
Rs 85 per quintal for the in¬ 
digenous common white 
and the different Mexican 
varieties, at Rs 80 per quintal 
for the indigenous red and 
Rs 90 per quintal for the supe¬ 
rior varieties, the Commission 
had observed that being a fair 
approximation to the procure¬ 
ment prices under normal cir¬ 
cumstances, these prices should 
ordinarily be left undisturbed 
on the eve of the marketing 
season and be allowed to serve 
as procurement prices. 

Since then, a clearer picture 
has emerged regarding the pro¬ 
bable level of the output of 
kharif foodgrains. Thanks to 
the normal precipitation re¬ 
ceived in different parts of the 
country from the South-West 
monsoon, the expectations arc 
that the size of the kharif 
crop of foodgrains would regis¬ 
ter an increase of nearly 10 mil¬ 
lion tonnes over the corres¬ 


ponding production for 1972- 
73. As regards the rabi crops, 
however, although sowings 
took place under generally 
favourable weather conditions, 
the absence of winter rains and 
the recent constraints on the 
availability of fertilisers have 
casta measure of uncertainty 
on the final outcome of the 
wheat crop. (Table II) 

Notwithstanding the antici¬ 
pated improvement in the over¬ 
all output of foodgrains, the 
situation in regard to their 
availability continues to be 
difficult and that in respect of 
their prices has undergone a 
further deterioration during 
the current year. The reasons 
are several. For one thing, the 


Haryana 1968-69 

1969- 70 

1970- 71 
J 971-72 

1972- 73 

1973- 74 

Punjab 1968-69 

1969- 70. 

1970- 7! 

1971- 72 

1972- 73 

1973- 74 

Uttar Pradesh 1968-69 

1969- 70 

1970- 71 

1971- 72 

1972- 73 

1973- 74 


improvement has come after 
two successive years of drop in 
output which have dried up the 
foodgrain inventories in the 
system. For another, tie im¬ 
provement itself is modest, for 
the performance of foodgrain 
production in the current year 
might not be significantly diffe¬ 
rent from that in 1970-71, 
whereas population lias in¬ 
creased since then. To cap it 
all, the accelerated pace of 
increase in the money supply, 
the prevalence of a general 
psychology of shortages and 
the consequent tendency to 
hold stocks on the part of those 
in a position to do so have 
given a fresh boost to the pro¬ 
cess of rising prices. The index 
number of foodgrain prices 


J ,466 

350 

23.9 

1,522 

443 

29.1 

2,120 

674 

31.8 

2,342 

919 

39.2 

2,402 

976 

40.6 

2,160 

651* 

30.1 

3,352 

1,626 

48,5 

4,520 

2,386 

52.8 

4,800 

2,623 

54.6 

5,145 

3,119 

60.6 

5,618 

5,438 

61.2 

5,361 

2,765* 

51.6 

5,841 

5,841 

13.1 

6,087 

594 

9.8 

6,314 

920 

14.6 

7,690 

1,606 

20.9 

7,550 

1,246 

16,5 

7,633 

876* 

11.5 


♦Total arrivals upto February 22, 1974 

Note: Production during 1968-69 relates to crop year 1967- 
68, and so on. 

Source: Department of Food, Directorate of Economics and 
Statistics, Ministry of Agriculture and state governments. 


Table I 


Wheat : Market Arrivals in Haryana, Punjab and Uttar Pradesh 


State 

Marketing Production Market 
year arrivals 

(4) as 
percen¬ 
tage of 

(3) 



(’000 tonnes) 

1 

2 

3 4 
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which rose from 521*9 in Sep* 
tember 1971 to 253.4 in the 
corresponding month of 1972 
and to 288.9 in September 1973 
shot tip to 312;9 in January 
1974. (Tables I and III) 

In view of the sharp in¬ 
creases in the open market 
prices of foodgrains, the pres¬ 
sure on the system of public 
distribution is continuing un¬ 
abated. In this connection, 
it is pertinent to note that this 
system was under a consider¬ 
able strain in 1973 in spite of a 
distribution of 11.4 million 


tonnes of foodgrains. Consi¬ 
dering the further fact that 
with the exception of a single 
year, 1971, the domestic pro¬ 
curement has chronically fal¬ 
len short of the public distri¬ 
bution of foodgrains, and that 
even in 1971, when domestic 
procurement reached its all- 
time peak of 8.8 million tonnes, 
it only moderately exceeded the 
public distribution of 7.8 mil¬ 
lion tonnes, the anomalous 
character of the situation be¬ 
comes obvious. If in the past, 
despite this anomaly, the game 
could be played, it was be¬ 


cause the gap used to be closed 
by the imports of foodgrains, 
and if in 1972 and 1973 the pub* 
lie distribution system could be 
made to work, albeit under a 
strain and with relatively mo¬ 
derate imports, it was because 
there existed a buffer that could 
be drawn upon. But now that 
the buffer st ands a oded and ific 
possibilities of foodgrain im¬ 
ports stand drastically curtailed 
owing to their high prices in 
the world market, the nation 
must face upto the stern rea¬ 
lity; the public agencies can¬ 
not distribute more than they 


domestically procure, not to * 
speak of the need for a provi- I 
sion for the rainless day. 
While extending the network 
of public distribution to the 
point of covering the entire 
population as has been the 
case in some states, it is not 
always remembered that it 
carries with it an obligation too 
— the obligation to feed the 
system with the grain. Nor 
indeed does the realisation 
seem adequate that the lake 
over of the wholesale trade in 
wheat has enhanced and not 
lowered the obligation of the 


Table II 

Wheat: Area, Production and Yield 


Slates 


1967-68 

1968-69 

1969-70 

1971-72 

1971-72 

1972-73 

Bihar 

Area 

1,054 

1,095 

1,145 

1,316 

1,397 

3,509 ; 


Production 

914 

1,259 

1,200 

1,259 

2,494 

5,136 : 


Yield 

866 

1,149 

1,048 

957 

1,785 

1,250 

Gujarat 

Area 

553 

505 

433 

577 

575 

371 

Production 

700 

621 

592 

939 

897 

548 


Yield 

1,267 

1,235 

1,368 

1.628 

1,560 

1,477 

Haryana 

Area 

846 

895 

1,017 

1,129 

1,177 

1,251 . 

Production 

1,466 

1,522 

2,120 

2,342 

2,402 

2,160 i 


Yield 

1,734 

1,701 

2,084 

2.074 

2,041 

1,755 

Himachal Pradesh 

Area 

311 

313 

330 

302 

333 

315 «' 


Production 

263 

259 

300 

246 

395 

365 5 


Yield 

845 

829 

909 

815 

1.186 

U59 | 

Jammu & Kashmir 

Area 

187 

200 

210 

184 

180 

180 


Production 

. 142 

210 

250 

125 

168 

168 if 


Yield 

762 

1,050 

1,190 

678 

933 

9.13 -.4 

Karnataka 

Area 

305 

310 

327 

305 

347 

299 % 


Production 

133 

160 

136 

95 

187 

109 ' 


Yield 

438 

517 

416 

310 

539 

365 | 

Madhya Pradesh 

Area 

2,661 

3,056 

3,176 

3,403 

3,665 

3,529 j 

Production 

1,882 

2,008 

2,216 

2,592 

3,189 

2,447 || 


Yield 

707 

657 

698 

762 

870 

695 || 

Maharashtia 

Area 

891 

873 

865 

882 

1,009 

691 | 


Production 

360 

428 

391 

451 

503 

249 1 


Yield 

404 

490 

451 

511 

499 

360 I 

Punjab 

Area 

1,804 

2,086 

2,162 

2.299 

2,335 

2,401 1 

Production 

3,352 

4,520 

4,800 

5,145 

5,618 

5,361 I 


Yield 

1,858 

2,167 

2,220 

2,238 

2,406 

2,233 I 

Rajasthan 

Area 

1,265 

1,162 

1,254 

1,478 

1.514 

1,396 | 

Production 

1,319 

1,178 

1,275 

1,951 

1,889 

1,749 1 


Yield 

1,043 

1,014 

1,017 

1,320 

1,248 

1,253 I 

Uttar Pradesh 

Area 

4,970 

5,239 

5,378 

5,907 

6,046 

6,362 i 


Production 

5,841 

6,087 

6,314 

7,690 

7,550 

7,633 1 


Yield 

1,175 

1,162 

1,174 

1,302 

1,249 

1,200 I 

West Bengal 

Area 

79 

150 

240 

360 

422 

360 1 

Production 

71 

300 

400 

868 

921 

653 


Yield 

900 

2,000 

1,667 

2,410 

2,182 

1,765 'I 

All-India 

Area 

14,998 

15,958 

16,626 

18,241 

I9,139i 

19,881 


Production 

16,540 

18,652 

20,093 

23,833 

26,410 

24,923 


Yield 

1,103 

1,169 

1,209 

1,307 

1,380 

1,254 


NOTE ; Area; *000 hectares, Production; ’000 tonnes, Yield, Kgs. per hectare 

Source: Directorate of Economics and Statistics, Ministry of Agriculture 
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public distribution system to demands on it, the viability of cut coat according to cloth, ing realities including the latest 

supply the cereal. Unless the the public distribution system (Tables IV to Vlli increase allowed in the procure* 

surplus states arc willing to as it currently operates cannot ment price for paddy, the tea- 

subiecl themselves to the dis- be ensured. And if that turns While the efTort to reach an dency to make excessive de- 
ciplinc of maximising their ojt to be unfortunately the appropriate level for the pto* mands in this regard loo has to 
contribution to the Central Pool case, there would be little es- curement price of wheat for be restrained. The difficulties 
of foodgrams and the deficit cape from having to reorient the coming marketing °eason faced by the producers in res- 
states to that of limiting their the existing system so as to has to contend with the exist- peel of the supply of input 0 . 

Tabu: III 

Foodgrains: Index Number of Wholesale Prices 


(Base: 1961-62-100) 


Commodity 

Year 

Janu¬ 

ary 

Febru¬ 

ary 

March 

April 

May 

June 

July 

August 

Sep¬ 

tember 

Octo¬ 

ber 

Novem¬ 

ber 

De¬ 

cember 

Rice 

1970 

1X9. 

191.0 

193.9 

200.7 

206.3 

209.4 

209.9 

210.4 

210.1 

206.3 

198.8 

188.2 

1971 

1X9, K 

191.7 

193.5 

196.9 

199.9 

203.4 

207.9 

212.9 

214.5 

210.2 

204.9 

196.3 


1972 

199.1 

201.2 

204.4 

211.2 

216.9 

222.1 

231.6 

241.9 

244.7 

243.3 

232.7 

233.7 


197.1 

1974 

228.4 
293 4 

235.6 

240.7 

247.4 

254.1 

261.6 

272.3 

286.9 

285.1 

289.4 

2V4.7 

286.0 

Wheat 

1970 

22X.9 

234.8 

238.9 

216.1 

205.7 

207.7 

207.8' 

208.9 

206.3 

205.3 

206.7 

206.3 


1971 

211.7 

211.4 

209.5 

205.2 

200.6 

200.2 

200.4 

204.6 

205.6 

204.7 

209.8 

210.8 


1972 

218.9 

218.9 

218.0 

207.2 

203.1 

207.2 

211.5 

217.5 

216.2 

218.4 

221.5 

231.5 


1973 

1974 

245.0 

245.4 

249.2 

237.3 

216.3 

212.9 

211.2 

211.5 

212.5 

211.5 

211.6 

237.2 

244.9 

Jowar 

1970 

190.1 

190.1 

194.8 

193.8 

191.2 

191.9 

190.3 

187.7 

187.0 

182.6 

178.7 

188.0 


1971 

196.7 

197.0 

198.0 

193.8 

194.2 

193.1 

201.3 

213.4 

219.9 

216.6 

214.7 

220.0 


1972 

220 0 

216.9 

221.1 

220.5 

222.6 

227.1 

234.6 

243.6 

251.8 

253.2 

244.7 

244.0 


1973 

1974 

247.4 

324.9 

253.2 

259.3 

265.1 

281.1 

297.1 

30.3.5 

293.2 

292.8 

288.1 

299.6 

306.8 

Bajra 

1970 

177.2 

177.0 

178.1 

177.3 

185.0 

188.9 

188.4 

175.2 

156.5 

134.0 

138.4 

143.4 

1971 

141.7 

136.9 

131.7 

127.7 

127.1 

138.5 

144.5 

146.7 

148.1 

151.2 

161.8 

160.6 


1972 

169.7 

170.8 

179.1 

180.6 

186.2 

196.7 

207.9 

218.4 

225.6 

226.1 

226 0 

239.1 


1973 

1974 

246.0 

2*5.9 

256.4 

273.0 

288.4 

293.4 

314.1 

308.2 

262.7 

241.8 

216.6 

234.9 

240.1 

Mai/e 

1970 

209.9 

212 1 

218.6 

212.6 

216.0 

227.6 

219.1 

209.5 

189.8 

158.6 

163.3 

163.4 


1971 

173.4 

169.5 

168.7 

170.0 

J 73.7 

179.3 

174.2 

181.9 

183.6 

179.0 

187.2 

185.4 


1972 

208.8 

214.9 

223.8 

219.6 

222.0 

231.8 

243.7 

249.8 

247.9 

231.5 

221.2 

223.4 


1973 

1974 

242.9 

376.9 

256.0 

261.1 

261.0 

281.7 

294.1 

302.7 

315.5 

300.2 

285.6 

311.9 

334.6 

Ragi 

1970 

180.3 

177 6 

177.7 

179.0 

171.8 

171.4 

172.7 

171.3 

168.4 

160.4 

155.8 

158.6 

1971 

163.9 

167.8 

161.3 

159.8 

159.4 

164.7 

175.7 

189.6 

182.7 

179.2 

181.4 

190.4 


1972 

193.7 

191.1 

185.6 

182.0 

180.2 

181.1 

185.2 

190.0 

194.9 

198.5 

197.0 

204 0 


1973 

1974 

207.8 

236.2 

206.9 

207.3 

211.9 

214.7 

223.4 

235.6 

258.9 

255.0 

247.4 

250.8 

258.5 

Barley 

1970 

234.9 

240.8 

231.2 

190.3 

189.9 

202.9 

200.0 

193.9 

183.5 

178.7 

175.4 

168.5 

1971 

167.2 

162.5 

162.8 

155.8 

157.8 

164.9 

169.2 

170.7 

179.3 

169.6 

171.7 

170.6 


1972 

181.8 

191.0 

192.7 

181.4 

181.8 

206.7 

225.3 

243.8 

246.0 

248.9 

255.9 

261.1 


1973 

1974 

269.3 

376.1 

296.4 

287.7 

259.3 

265.5 

286.2 

340.5 

365.5 

35J.6 

368.3 

364.9 

364.8 

Foodgrains 

1970 

211.5 

211.9 

215.1 

209.0 

209.6 

213.7 

212.7 

211.3 

210.6 

206.9 

203.8 

200.2 

1971 

202.7 

201.1 

200.3 

200.1 

201.0 

205.4 

210.7 

219.8 

221.9 

219.9 

219.5 

215.3 


1972 

221.0 

221.7 

222.6 

221.7 

224.3 

234.1 

243.0 

252.0 

253.4 

254.5 

253.1 

251.7 


1973 

1974 

255.6 

312.9 

261.4 

264.9 

263.6 

270.4 

276.2 

288.8 

293.5 

288.9 

292.9 

308.0 

305.4 


Source: Office of the Economic Adviser, Ministry of Industrial Development. 
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specially diesel and fertilisers 
are real and deserve to be app¬ 
reciated but so also there is 
need for appreciation on their 
part that shortages are so ex¬ 
tensive that their incidence is 
not confined to them alone but 
is being shared by the entire 
community. 

The high prices of foodgrains 
in the open market and the re¬ 
cent increases in the prices of 
the cereals issued out of the 
public distribution system rang¬ 
ing from 15 per cent in the case 
of common varieties of wheat to 
to 25 per cent for course rice 
are all adding to the hardships 
of the common man. Besides, 
any unrestrained increase in 
procurement prices, whether it 
be through the increased inci¬ 
dence of dearness allowance 
consequent on the step-up in 
the cost of Jiving index oi 
through an enhnacement of the 
food subsidy when the issue 
prices are not correspondingly 
adjusted, would only add to the 
difficulties in containing the in¬ 
flationary pressures rampant in 
the economy. And whatever 
makes it difficult to contain 
these pressures cannot but be 
without its adverse repercus¬ 
sions on the farm sector too 
via the increase in the prices of 
the goods and services it pur¬ 
chases. Thus although legitint- 
mate adjustment in the procure¬ 
ment price ought to be made, 
it is in. the interests of the farm¬ 
ing community itself not to 
press for excessive increases. 

The high prices:* of wheat in 
the world market are certainly 
an element to be rockoned with 
in the situation, hut to elevate 
them to the status of a basis for 
the determination of the do¬ 
mestic procurement price is 
clearly unwarranted. After all, 
until as recently as in the first 
half of 1972, the prices of wheat 
in the world market were much 
below the domestic procure¬ 
ment price for wheat. And just 
as they were not made the basis 
for the determination of the 
procurement price at that time, 
they cannot now be made the 
basis either simply because they 
have risen high. In any case, 
if the prices in the world mar¬ 
ket are high despite a good 
crop, it is because the richer na¬ 
tions can afford to pay them 


but a poor country like India 
cannot afford the luxury of 
making its administered prices 
compete with the dizzy prices 
in the world market. 

It is true that the prices of 
coarse grains and such other 
crops as suffer most from the 
vicissitudes of weather have 
risen very high during the past 
two years, specially in regions 
less favourably endowed with 
irrigational facilities. The ques¬ 
tion, however, is: should the 
aberrations of weather be 
allowed to obscure from view 
the normal price parities un¬ 
derlying the determination of 
administered prices? 

Although the sharp increase 
allowed by the government in 
the procurement price lor 
paddy for the current marketing 
season needs to be taken into 
account in deciding upon the 
appropriate magnitude of in¬ 
crease to be effected in the pro¬ 
curement price for wheat, 
here too it will not do to forget 
that the previous increases in 
the procurement price for 
paddy had lagged behind those 
in the procurement price for 
for wheat. And this even apart 
from the fact that with the in¬ 
creasing practic. of raising 
paddy as an additional crop 
on areas growing the - high- 
yielding varieties of wheat, the 
producer of wheat is also the 
beneficiary from the enhanced 
procurement price for paddy 
and rice. 

Taking the relevant factors 
into accounts, the Commission 
is of the view that a further in¬ 
crease of Rs 10 per quintal over 
and above that announced be¬ 
fore the sowing of the crop be 
effected in the procurement 
price for wheat. It may be ad¬ 
ded that the increase now being 
suggested over the price an¬ 
nounced before the sowing sea¬ 
son which itself was shown to 
have been well above the highest 
among the various cost esti¬ 
mates would comfortably 
accomodate the subsequent 
increases in input prices. The 
commission accordingly recom¬ 
mends that the procurement 
prices for wheat for the 1974- 
75 season be fixed uniformaly 
for the different states as jn 
the Table VIII, 


Table IV 

Wheat: AIK India Production, Procurement and Distribution 


(*000 toir ies) 

Marketing year 

Production 

Procurement 

Distribution 

1967-68 

11,393 

893 

6,932 

1968-69 

16,540 

2,298 

5,504 

1969-70 

18,652 

2,387 

5,444 

1970-71 

20,093 

3,192 

4,968 

1971-72 

23.833 

5,101 

5,109 

1972-73 

26.410 

5,006 

6,437 

1973-74 

24,923 

4,531* 

5,484f 


♦Relates to the period April, 1973 to mid-Fcbrurary, 1974 
fRclatcs to the period April to December, 1973 
NOTE: 1. Production during 1967-68 relates to crop year 1966- 
1966-67, and so on. 2. Procurement and distribution 
relate to Marketing year April to March. 

Source: Directorate of Economics and Statistics and De¬ 
partment of Food, Ministry of Agriculture. 


Table V 

Wheat: Procurement 


( 000 tonnes) 



Marketing 

year (ApriJ-Murch) 

State 

1971-72 

1972-73 

1973-74 

Bihar 

13 

2 

50 

Gujarat 

53 

1 


Haryana i | 

709 

818 

586 

Jammu & Kashmir 

16 

27 

18 

Madhya Pradesh 

50 

66 

191 

Punjab 

2,938 

3,179 

2,707 

Rajasthan 

154 

46 

146 

Uttar Pradesh 

1,145 

845 

816 

Ai (-India 

5,101 

5,006 

4,531* 


♦Relates to the period April, 1973 to mid-February, 1974. 
Source: Department of Feed, Ministiy of Agriculture. 


Table VIII 

Procurement Price for Wheat 


(Rs per quintal) 



As fixed by 

Recommended 

Variety 

the slate 
governments 
for 1973-74 

for 1974-75 

Indigenous (Red) 

71 to 74 

90 

Mexican 

76 

95 

Indigenous (Common White) 

76 

95 

Superior 

82 

100 
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Tam* VI 

Public Distribution of Foodgraia* 


COOO tons*)) 


1969 


1970 


1971 


1972 


1973* 


Rice Wheat Tottil Rice Wheat Total Rice Wheat Total Rice Wheat Total Rice Wheat Total 


Opening Stock* 


With State Oovern- 


merit 

854 

764 

1,975 

With Union Government 328 

1,362 

1,918 

Total 

1*162 

2,126 

3,893 

Procurement 

By State Govern¬ 
ments 

2,389 

53 

2,746 

By Union Govern- 
. ment 

J.364 

1,192 

2,635 

Total 

3,581 

2,417 

6,381 

Imports 

487 

3,090 

3,872 

Issues 

By State Govern¬ 
ments 

2,471 

1,723 

4,947 

By Union Govern¬ 
ment 

934 

3,472 

4,438 

Total 

3,405 

5,195 

9,385 

Closing Stocks 

With State Govern¬ 
ments 

1,006 

299 

1,532 

With Union Govern¬ 
ment 

718 

2,030 

2,855 

Total 

1,724 

2,329 

4 387 


•Provisional 


1,006 

718 

1,724 

299 

2,030 

2,329 

1,532 

2,855 

4,387 

949 

885 

1,834 

651 

2,476 

3,127 

1.676 

3,664 

5,310 

1,593 

413 

2,181 

1,245 

217 

1,491 

4,450 

3,043 

2,770 

3,183 

1,533 

6,714 

2,217 

3,462 

4,871 

5,088 

7,366 

8,857 

206 

3,425 

3,631 

240 

1,814 

2.054 

2,172 

1,546 

4,146 

2,311 

836 

3,243 

878 

3,050 

3,801 

5,347 

4,695 

8,841 

919 

3,230 

3,619 

4,455 

4.573 

7,816 


949 

651 

1.676 

793 

682 

1,498 

885 

2,476 

3,664 

1,517 

1,349 

6,381 

1,834 

3,127 

5,340 

2,310 

5,031 

7,879 


793 

1,517 

2,310 

682 

4,349 

5,031 

1,498 

6,381 

7879 

549 

808 

1,357 

385 

1,513 

1,898 

966 

2.442 

3,408 

1,101 

32 

1,157 

1,711 

401 

2,338 

1,482 

2,583 

4,992 

5,024 

6,541 

17,698 

1,754 

3,465 

4,130 

4,531 

6,098 

8,436 

131 

516 

446 


2,942 

4,241 

2,576 

2,032 

1,686 

2,341 

3,234 

6,392 

1,112 

3,688 

5,377 

7,409 

6,703 

11,389 

862 

3,203 

3,902 

7,136 

4.792 

11,384 


549 

385 

966 

625 

209 

1,017 

808 

1,357 

1,513 

1,898 

2,442 

3,408 

689 

1.3U 

818 

1,027 

"1.764 

£t,?81 


Source: Department of Pood, Ministry of Agriculture. 


Table VII 

Fair Price Shops/Ration Shops 


State 


Number of 

Population 
covered by 

Total 

population 


Number of 

Population 
covered by 

Total 

population 

Fair Price/ 

Fair Price/ 

of the 

State 

Year Fair Price/ 

Fair Price/ 

of the 

Ration , 

Ration 

State @ 


Ration 

Ration 

States @ 

Shops* 

Shops 


Shops* 

Shops 


Andhra Pradesh 1971 


1972 

Assam 1971 

1972 

Bihar 1971 

1972 

Gujarat 1971 

1972 

Hurvana 1971 

1972 


Himachal Pradesh 1971 
1972 

Jammu & Kash¬ 
mir 1971 

1972 

Karnataka 1971 

1972 

Kerala 1971 

1972 


6,721 

10,187 

9,297 

10,701 

17,453 

21,785 

5,273 

7,561 

2,938 

2,876 

1,478 

1,887 

733 

866 

10,007 

13,736 

11,277 

11,224 


(In Thousands) 


(In Thousands) 


13,040 

43,720 

Madhya Pradesh 

1971 

23,040 

44,571 

1972 

12,330 

15,072 

Maharashtra 

1971 

13,760 

15,526 


1972 

47,820 

56,611 

Orissa 

1971 

56,300 

57,649 


1972 

26,700 

26,866 

Punjab 

1971 

27,110 

27,544 


1972 

7,110 

10,090 

Rajasthan 

1971 

10,000 

10,317 

1972 

2,940 

5,467 

Tamil Nadu 

1971 

3,640 

3,506 


1972 



Uttar Pradesh 

1971 

1.980 

4,639 


1972 

2,680 

4,735 

West Bengal 

1971 

21,050 

29,444 

1972 

29,070 

30,042 

Delhi 

1971 

20,040 

21,473 


1972 

20,140 

21,971 

All-India 

1971 




1972 


1,789 

10,042 

23,009 

25,565 

2,713 

2,985 

1,932 

4,318** 

7 

4,079 

1,299 

2,153 

6,006 

13,524 

15,358 

16,169 

1,615 

2,834 

121,032 

165,081 


8,430 41,915 

25,590 42,959 

45,700 50,688 

48,300 51,815 

10,630 22,059 

11,050 22,522 

6,500 13,616 

11,150** 13,874 

30 25,916 

12,740 26,533 

2,910 41,401 

3,700 42,216 

15,930 88,713 

55,900 90,216 

47,420 44,557 

47.510 45,560 

4,100 4,113 

4,300 4,313 

299,470 550,822 

411,690 562467 


•Number of Fair Price Shop, at the end of the year. **As on July 31, 1972, 'opulation Eitimites for the States are Mid? 
Year Estimate (As on 1st July.) 

Source: Bulletin on Food Statistics, Directorate of Economic and Statistics, Ministry of Agriculture. 
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A D!Lmm Having gained experience painfully in 

Mllll' llUW Dinar Gujarat,the central government should be 

in a better position to prevent the trouble 
in Bihar growing to uncontrollable proportions. Immediately in the wake of mob vio¬ 
lence and vandalism in Patna on March 18, strong measures are in fact being taken to 
put down further rioting. Troops were called out promptly in Patna to reinforce the 
police foi ce and curlew was clamped on the city. More important still, the prime minis¬ 
ter has had the wisdom this time to ask a senior colleague in the cabinet, a veteran politi¬ 
cian in his own right, Mr Jagjivan Ram, to go to Patna, taking with him Mr Uma Shan¬ 
kar Dikshit, the Home minister. 

Should even Mr Jagjivan Ram fail to mend matters in Bihar, Mrs Gandhi's handl¬ 
ing of the politics of this country over the iast four years would stand finally exposed. 
This, however, would be a heavy price to pay for the breakdown of the normal democra¬ 
tic process in yet another &tate in the country. It follows that, irrespective of their 
political attitudes towards the leadership in the present central government, individual 
citizens should pray for the success of Mr Jagjivan Ram’s efforts, while the various poli¬ 
tical parties as well as all public men, whatever their political affiliations may be, should 
cooperate with the Jagjivan Ram mission in making it possible for the duly elected legis¬ 
lature in the state to function freely and without being intimidated by violence on the 
streets. 

Meanwhile the prime minister owes it to herself and the nation to act on the logic 
of her oft-repeated assertions that certain forces operating throughout the country 
were encouraging violent agitations for their own ends. It is legitimate to argue that, 
if what she says is true, the central government must have some evidence of individuals 
or political parties engaging themselves in activities which could reach treasonable pro¬ 
portions if they have not already done so. The question is why Mrs Gandhi’s administ¬ 
ration has not moved against these malefactors and taken action against them accord¬ 
ing to the laws of the land which, by implication, they must have violated. She should 
surely realize that, as days pass without her government acting in this manner, the credi¬ 
bility of her allegations must become increasingly difficult to sustain. 

Here it is worth pointing out that, whereas complaints of incompetence or corrup¬ 
tion on the part of the state government of the day are of relatively recent origin in the 
case of Gujarat, they have been of the nature of a chronic grievance among the people of 
Bihar almost ever since independence. It is more or less universally recognised that 
Bihar is about the worst governed state in the entire country and that its people have had 
to put up with the venality of politicians in office to such an extent and for so long a time 
as to strain the tolerance of the most philosophical, the most cynical and the most supine 
among them. Viewed from this angle the surprise, where Bihar is concerned, should 
be not that what had happened in Patna earlier this week happened at all but that it had 
not occurred much earlier. 

In a country which is yet to secure to itself the benefit of settled political conven¬ 
tions of self-government, parliamentary institutions function at their peril once they have 
been made to tend themselves to being exploited for party or personal advantage and 
against the elementary interests of the people. It is therefore no accident that there has 
been a prompt demand in Bihar too that the slate legislature should be dissolved. Apo¬ 
logists for Mrs Gandhi may argue that it is precisely because she anticipated such de¬ 
velopments she was resisting to the last the demand in Gujarat for the dissolution of the 
legislature in that state. If they do so, however, they would only be emphasizing the 
damning fact that, especially in the last four years, misgovernment has become so truly 
a national state of affairs that the defences against the ami-democratic forces must neces¬ 
sarily spring leaks at one place after another unless they are bolstered up by equally 
anti-democratic counter measures on the part of the central government. 

There will of course be no point in throwing up our hands in despair and saying 
what must happen will happen, but it is certainly necessary for the ruling party at the 
centre to realize at last and at least that the practice of choosing the prime minister's men 
for different state capitals on grounds of their dependability has certainly done much to 
undermine the people’s basic faith jn state legislatures or administrations. The consti¬ 
tution which this sovereign, democratic republic of Ours sought to give unto itself in 
January 1950 was expected to be truly federal in some of its vital features. Much of the 
rottenness of present-day politics in our country is due to the fact that a power-proud as 
well as power-hungry political party, exploiting the prestige and privileges of its notional 
role in the freedom movement, has been constantly, striving to make or re-make the In¬ 
dian polity in its own debased image, contrary to the basic nature of a federal polity. 
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Curbing 

inflationary 

finance 

The union Finance minister, Mr Y.B. 
Chavan, has somehow succeeded in giving 
the impression that the central govern* 
meat has made on the present occasion a 
less strenuous effort to mobilize additional 
resources than it made in 1974-75. This 
is perhaps due to the fact that the new 
taxation proposals for 1973-74 will be 
netting in freshly only Rs 212 crores against 
as much as Rs 293 crores formerly. The 
amount involved in 1974-75 was even 
much higher at Rs 312 crores if the pros¬ 
pective effect of some of the proposals 
were taken into consideration. It may 
even be argued now by helpful critics of 
the government that the nett addition to 
revenue through the new proposals will 
be only Rs 176 crores if the loss arising 
out of the reduction in income tax rates 
on personal incomes is taken into account. 
This loss is placed at Rs 36 crores in 1974- 
75 and at Rs 60 crores in 1975-76. Mr 
Chavan, however, has not assumed in his 
estimates any loss in revenue on this 
score as he is confident that there will be 
brisker collections and less tax evasion. 

It must be admitted that a helpful app¬ 
roach has been adopted by the union 
Finance minister when seeking to raise 
more revenues for reducing the overall 
deficit of Rs 311 crores for the next finan¬ 
cial year. It should not however be 
overlooked that the nett effect of addi¬ 
tional taxation will be even more severe 
in the next financial year than in 1973 74. 
This is because the full effect of the increase 
in the excise duty on gasoline will be felt 
in the next year while the levy of ad valo- 
ren duties on many petroluem products on 
higher basic prices will yield extra reve¬ 
nues as in the case of lubricants, naphtha 
for industrial consunption other than by 
fertilizer units and many other products 
which are used for the production of 
carbon black and other items having 
roots in petroleum. 

There has been a clever sense of timing 
of the announcement relating to the up¬ 
ward adjustments in ex-refinery prices 
for petroleum products. It had been 
generally expected that there would be 
fresh leones on petroleum products when 
the central budget was presented to Parlia¬ 
ment. The absence of any proposals in 
ibis regard had a misleading effect on users 
of petroleum products. Only 24 hours 
later, however, an upward revision of 
prices was quietly announced. There is 


no precise quantification of the adjust¬ 
ments in selling prices on petrochemical 
units and other users of petroleum pro¬ 
ducts. The severe impact of these prices 
on different classes of consumers will be 
recognized if it is pointed out that the 
latest changes involved the netralisatkm of 
the increase in the cost of crude by nearly 
five dollars per barrel. This would mean 
an addition to the bill in respect of petro¬ 
leum products by as much as Rs 350 
crores on the imported component repres¬ 
ented by 14 million tonnes of crude. 

The actual burden on consumers is 
much more as the same prices will be 
charged on petroleum products based on 
indigenous crude. This aspect of the ques¬ 
tion has been conveniently glossed over. 
It is only Utterly sought to be explained 
that heavy losses have been sustained by 
the government because of the delays in 
neutralising the higher cost of imported 
crude oil in the first quarter of this year. 
The losses however cannot be more than 
Rs 50 crores in the first quarter of 1974 
white the government will be standing to 
gain as much as Rs 210 crores on crude 
supplies to the inland refineries in 1974-75. 
There will thus be a dear profit of Rs 150 
crores at least on sales of indigenous crude 
in 1974-75 as compared to the previous 
year. 

The addition to tax revenues of the cent¬ 
ral government in 1974-75 will, therefore, 
be much more than Rs 212 crores gross. 
Even without taking into account the bene¬ 
fit of the fantastic increase in the excise 
duty on gasoline in a full year the gross 
revenue through customs and excise du¬ 
ties may be easily Rs 275 crores, if not 
Rs 300 crores. The latest tax effort is not 
therefore any less savage than the attempt 
to raise a spectacular amount in 1973-74. 

Actually, the tax payers aid users of 
various services provided by the central 
government will be forking out a sum 
which will result in a big diversion of 
funds from the private sector to the cent¬ 
ral exchequer, the Railways, the Posts & 
Telegraph Department, the Indian Oil 
Corporation, the Oil and Natural Gis 
Co amission and Oil India. Having re¬ 
gard to the fact that the railways will be 
increasing their revenues by Rs 136.38 
crores in the next year through higher 
freight rates and passenger fares and the 
revisions in tariffs of the P&T Depart¬ 
ment will nett in Rs 57.08 crores the re¬ 
source mobilisation will be of the order 
of Rs 435 crores, even on the basis of the 
consolidated estimates of the government. 
If the i aside ice of # ths higher duties on 
petroleum oroducts, excluding the imposi¬ 
tion on gasoline, are borne in mind the 
extra revenues collected will be easily Rs 


475 crores,against about Rs 350 crores in 
1973-74 fedtotgnritar chnmpt 
the railways in passenger (ares and freight 
rates. 

It has been pointed out in this connec¬ 
tion that the advantage accruing to rite 
railways through new fares ana Height 
rates will be on a much larger scale than 
assumed because the revenue estimates 
for 1974-75 have been projected on a dep¬ 
ressed base. It may be recalled that the 
tosses suffered by the railways in 1973-74 
were due to exceptional factors and that 
the slump in freight traffic was brought 
about by political agitations and serious 
labour trouble in many regions. If only 
the railways can function normally and 
handle all the traffic now offering, they can 
create the required surpluses even after 
implementing fully the recommendations 
of the Pay Commission. 

it wilt therefore be wrong to suggest that 
the overall deficit of Rs 125 crores in the 
central budget for the next year, after 
giving effect to the new budget proposals, 
will be much larger eventually as it will 
be necessary to increase the dearness allow¬ 
ances to government employees and bear 
also a heavier food subsidy. There will 
surely be an increase in the salary bill. 
But it is not clear how much more it 
would be than the sum of Rs 120 crores 
by way of dearness allowances as assumed 
in the budget estimates. As regard food 
subsidy, the intention of the government 
is probably to revise the issue prices of 
wheat suitably after fixing higher procure¬ 
ment prices. In any case, there will be 
the advantage of a gross under estimation 
of tax revenues and of the surpluses of 
public sector undertakings. 

It may also be possible to raise a larger 
nett amount through open market loans. 
The target for the next year at Rs 498.36 
crores should be considered rather low 
even granting that it represents an in¬ 
crease of about Rs 26 crores as compared 
to 1973-74. With the bigger additions to 
the assets of the Life Insurance Corpora¬ 
tion and a record growth in deposits of 
the scheduled commercial banks, it should 
not be difficult to raise even a nett amount 
of Rs 600 crores. The loan operations 
can be carried out comfortably by the cent¬ 
ral govrnment as there is only one ma¬ 
turing loan. The 3f% 1974 loan falls 
due for repayment on July 1$, 1974 and 
outstanding to the extent of Rs 201.64 
crores. Gross borrowing has been fixed 
at Rs 700 crores. This can be easily Rs 
800 crores. The first phase of borrowing 
had to be completed last year in May when 
the first maturing loan had to be repaid 
in that month. There is also no need for 
carrying out conversion operations on 
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two occasions in the coming months as 
there is only one maturing loan against 
two loans previously. 

The borrowing programme of the go* 
vernment for 1974-75 can therefore be 
completed in convenient stages. After the 
conversion of the maturing loan had been 
carried out in July next, the state loans 
can be floated before the end of August. 
After the issue of bonds by the statutory 
financial corporations and the state 
electricity boards, the centre can come 
again on the market in October. There is 
even scope for effecting re-issues of ear¬ 
lier loans later in the year in the light of 
conditions in the money market. Above 
all, it should be possible to make a better 
success of the small savings campaign. 


Changed 
outlook on aid 

Thu foreign exchange budget and the 
foreign trade Plan for 1974-79 have to be 
completely recast in view of the develop¬ 
ments in the international currency situa¬ 
tion and the oil crisis. No major de¬ 
velopment in the international economic 
situation has had such a worldwide con¬ 
vulsive effect as the arbitrary hike in oil 
prices by the oil producing countries in 
west Asia. It is even now not clear at 
what level oil prices will get stabilised 
and how new relations will be forged with 
the developed and developing countries. 
There are however clear indications to 
suggest that the aid pattern will change 
significantly and the Aid-India Consor¬ 
tium cannot be so powerful as it is now 
because of the opulence of the members 
of the consortium will be adversely affected 
by the higher cost of the oil bill. In spite 
of the efforts thkt will be made by the 
highly industrialised nations to offset 
the higher cost of oil by putting up prices 
of their exports, the Middle East and west 
Asian countries will still be left with sizable 
surpluses. Already the president of the 
World Bank and the managing director 
of the International Monetary Fund have 
held discussions with Iran and secured 
assistance of 1300 million in order to pro¬ 
vide the required help to poor developing 
nations for overcoming new difficulties in 
their balance of payments positions. It 
has also been suggested by Iran and other 
countries that a new development bank 
should be constituted for channelising 
aid and using the new surpluses that will 
be accumulated in the coming years. 

It should thus be said that the aid out¬ 
look has changed completely and it will 


There will, therefore be no justification for 
the union Finance ministry to indulge in 
deficit financing indiscriminately. Indeed, 
the objective should be to eschew it al¬ 
together and present even an overall ba¬ 
lanced budget for the first time in recent 
years. After the massive deficit financing 
of 1971-74, involving the creation of cur¬ 
rency for Rs 2,314 crores, any further in¬ 
jection of currency into circulation against 
ad hoc securities can do irreparable damage 
to the economy. As the government has 
no excuse, as on the lormer occasions, to 
say that some contingent liabilities have 
been left uncovered and plan outlay has 
been fixed at a high level, the utmost care 
should be taken to make the best use of 
available resources and avoid completely 
inflationary financing. 


not be correct to expect that western 
Europe, Britain and Japan will be extending 
effective aid on the same scale as in recent 
years. The Soviet Union and the USA 
will of course be in a position to be even 
more generous as the oil crisis docs not 
have any damaging effect on their econo¬ 
mies. In fact, the Soviet Union stands 
to derive considerable benefit because it is 
a net exporter of oil and oil products. 
As between these two countries about 50 
per cent of total aid has been available and 
the USA has been more anxious latterly 
to improve relations with Indiu. It can 
thus be expected that gross aid will be ad¬ 
justed in such a way that repayment obli¬ 
gations can be fulfilled without difficulty 
and there will also be an adjustment in 
the value of residual aid for meeting the 
higher cost of imports under tied credits. 
It is only in respect of the blalance of 50 per 
cent of aid that uncertainties have been 


created and the dependence on Tran and 
the Arab oil nations has arisen. 

The details given in the draft fifth five- 
year Plan about foreign trade and the quan¬ 
tum of gross aid for meeting the balance 
of payments gap have lost their meaning 
as new complications have arisen. It has 
been estimated that exports in 1974-79 
will be of the order Rs 12,580 crores and 
imports valued at Rs 14,100 crores. Allow¬ 
ing for other transactions it has been 
assumed that there will be a gap of Rs 
2,231 crores on current account. In res¬ 
pect of capital transactions the deficit 
has been placed at Rs 2,177 crores after 
providing for full repayment of loan instal¬ 
ments and for meeting completely other 
commitments. It was thus stated that the 
total gap would be Rs 4408 crores and 
that gross aid would have to be secured 
for Rs 4008 crores after allowing for com¬ 
mercial credit of Rs 400 crores. Even 
before the recent developments upset the 
calculations of the plunncrs it was hotly 
debated that the foreign exchange con¬ 
tent of the fifth Plan has been grossly 
underestimated and the implementation 
of new schemes would be seriously jeo¬ 
pardised if foreign aid was not forthcom¬ 
ing in a bigger way and foreign investment 
also was not encouraged in an imaginative 
manner. 

The Planning Commission is already 
engaged in a new exercise and the foreign 
exchange budget is being recast. However, 
if the new arrangement just concluded 
with Iran is any guide, a big effort will 
have to be made for preventing the emer¬ 
gence of heavy trade deficits due to costlier 
imports. Also, even if a good measure of 
success attends the efforts to obtain a 
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The need for supplementing our limited and 
wholly inadequate resources in oil and petroleum 
has long been apparent. When the Congress was 
in power, genuine efforts were made to promote 
the manufacture of rectified spirit and power 
alcohol so as to supplement our fuel resources 
and, incidentally, utilize the sugar factories and 
distilleries to the best advantage. A few power 
alcohol plants were actually set up. The UP 
Government took the important step of encourag¬ 
ing the use of power alcohol by insisting upon its 
being m|xcd with petrol in some percentage. 


Mysore and Travancoro Governments did the 
same thing in regard to power alcohol and recti¬ 
fied spirit respectively. The Mandya Sugar Factory 
produces about 1,500 gallons of power alcohol 
and Travancore about 1,000 gallons of rectified 
spirit. Rectified spirit contains a much larger 
percentage of water (about 5 per cent in weight) 
than power alcohol which is practically 99J5 
per cent pure. But its efficient manufacture 
depends upon the use of a plant — a dehydrated 
column — for taking away the water. 
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Higher unit value for exports, it is doubtful 
vhether more than. 50 per cent of the addi* 
ional cost of oil and allied imports can 
>c offset by charging higher prices for ship- 
nents of staple exports like gunnies, cotton 
fabrics and fabrics based on cel'ulosic 
librcs. There can also be a higher vafluc 
of exports of engineering goods, iron ore 
and other items. But the additional cost 
of oil imports alone in 1974-79 as compared 
to 1973-74 which has experienced a big 
increase in oil prices for only a short period 
can be easily Rs 4500 crorcs.- Allowing for 
an inflation in the cost of other imports by 
about Rs 2,000 acres it is quite likely that 
the aggregate cost of imports in the five- 
year period will be over Rs 20,000 crorcs. 
Even for retaining the deficit on current 
account at the old level it will therefore 
he necessary to secure additional foreign 
exchange earning for Rs 0.500 ct ores or an 
average of an extra Rs 1300 crorcs annually 
This may call fur a strenuous effect 
to create the necessary export surpluses 
and reduce also the adverse effects of the 
changes in the terms of trade. Clearly, 
there will have to be considerable im¬ 
port substitution by increasing the output 
of steel, fertilisers, and various agricul¬ 
tural commodities like edible oils and 
raw cotton. 

The seriousness of the situation will 
be evident if it is pointed out that the 
new agreements with Iran are not so 
attractive from our point of view as they 
are made out to be. The country will of 
course have to be thankful for the gesture 
of Iran in agreeing to provide deferred 
payment, facilities for importing oil and 
for extending also credits for implement¬ 
ing several new projects. But the fact 
should not be overlooked that the gap in 
trade with Iran will become much bigger 
and our net indebtedness will increase in 
spite of larger exports of iron ore, cement, 
alumina and other items. The cost of 
ten million tonnes of crude oil currently 
being imputed from Iran will increase by 
al least Rs 250 crorcs annually. There 
was already a deficit of Rs 100 crorcs even 
before the increase in oil prices came 
around. The aggregate deficit will thus in¬ 
crease to Rs 350 ciores. As the earlier 
exports wen* only mound Rs 25 crorcs the 
scope for inflating iheir value is not 
large. 

It may of course be argued that pelletised 
ore and pellet feeds from the Kudremukh 
iron ore belt will be new source of foreign 
exchange earnings like exp >rts of alumina. 
Under the earlier scheme these exports 
were to fetch additional foreign exchange 
earnings and reduce dependence on aid. 
These exports will now however he used to 
offset pirtly the additional cost of im¬ 
ports. There will thus be only a negative 


gain and the advantage to the economy in 
the real sense if at all will be in the shape 
of the exploitation of the rich iron ore 
resources of Karnataka and bauxite de¬ 
posits of Gujarat. What is true of Iran will 
also be true of other pil exporting count¬ 
ries and even of the Soviet Union which is 
a large supplier of refined petroleum pro¬ 
ducts. 

The aid picture will thus become clear 
only after present confusion in the inter¬ 
national oil situation subsides and the 
readjustment to the new situation takes 
place, it cannot however be denied that 
foreign aid will have to be on a much 
larger scale in the earlier years of the fifth 
Plan and the Arab and west Asian count¬ 
ries will have U \extend liberal assistance 
during the pence! of transition. The net 
indebtedness may increase by at least Rs 

Raw jute in 

fifth plan 

Tut Planning Commission has observed in 
the draft fifth five-year Plan that the pre¬ 
sent production of raw jute in the country 
is characterised by “extreme instability 
and very low yields 1 ' These features have 
been evident for the past several decades 
and it seems surprising that no effective 
measures have been taken so far to bring 
about a substantial improvement in the 
productivity of raw jute. The Planning 
Commission observed in the fourth five- 
year Plan that the average production of 
raw jute was about 7.4 bales per hectare 
and it stressed the need to increase the 
yield by about 25 per cent. The commis¬ 
sion expressed its confidence at the feasi¬ 
bility of this target being achieved by 
miking improvements in the cultural 
practices and by a wider use of superior 
seeds and fertilisers. At the beginning of 
the fourth Plan period, only about one- 
llurd of the area under jute was covered 
by improved seeds and only about one- 
iourth of the urea of julc crop was 
fertilised. 

However, the productivity of raw juto 
in recent years docs not seem to have 
improved. The average yield (in bales of 
J 80 kg. per hectare) was 6.90 in 1972-73 
compared to 6.97 in 1971-72, 6.54 in 
1970-71 and 7.76 in 1969-70. The produc¬ 
tion of raw jute has shown little varia¬ 
tion in the lust five years. It was 5.6 
million bales (of 180 kg. each) in 1969-70, 
4.9 million bales in 1970-71, 5.6 million 
bales in 1971-72 and 4.8 million bales in 
1972-73, According to the Planning Com¬ 
mission, the following has been the his- 


3,000 crorcs over the gross aid assumed 
in the foreign exchange budget. This addi¬ 
tion to the net debt burden caruiot perhaps 
be avoided. But the old objective of 
zero net foreign aid cannot be achieved 
by 1978-79 and the goal will have to be 
shifted to 1983-84. Even for this target to 
be successful there will have to be a change 
in the pattern of energy consumption and 
development of energy sources. There will 
also have to be active encouragement of 
industries which have new opportunities 
for growth. It is only to be hoped that the 
planners will realise the gravity of the situ¬ 
ation and the central government also will 
appreciate the importance of pursuing 
pragmatic policies which bring about a fas¬ 
ter rate of economic gowlh and immunise 
the country effectively against the adverse 
consequences of the recent catastrophic 
developments. 


torical growth rate of raw jute (in 
per cent) 

Produc- Area Yield 

lion 

1949-5010 2.7 2.7 Ncgli- 

1959- 60 gible 

1960- 61 to 

1971-72 (-■■)<>.6 (—)0.7 0.1 

Combined 

(1949-50 to 

1970-71) 1.95 1.61 0.37 

The Planning Commission has said that 
an intensive jute/mesfa district program¬ 
me had been already initiated in the 
fourth Plan period, covering three districts 
of Orissa, Bihar, Assam and Andhra Pra¬ 
desh. It is proposed to extend the area 
covered by this progiauime to 400,000 
hectares, of which 150,000 hectares will be 
irrigated and 250,000 hectares will be 
rainfed. Other programmes irr the fifth 
Plan period will include extension of 
facilities at the Jute Agriculture Research 
Institute in Barrackp^rc for the larger 
production of breeder seed and founda¬ 
tion seed. It is also expected that the Jute 
Corporation, will play “a substantial 
role 1 ’ in the implementation of the jute 
production programme. 

The p;ak targeted production for 1978- 
79 for jute and mesta is 7.7 million Kales 
of 180 kg. each. The increased production 
is expected mainly from West Bengal and 
Assam, and to some extent, from Bihar 
and Orissa. The increase envisaged in 
West Bengal is from 3.8 million bales in 
1973-74 to 4.3 million bales in 1978-79, 
in Assam lroin 1.1 million bales to J.5 
million bales, in Bihar from 825,000 bales 
to a million bales, and in Orissa from 
550,000 bales to 700,000 bales. Some in- 
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crease in production is also expected from 
Andhra Pradesh, Meghalaya and Tripura. 

But what are the prospects of effectively 
implementing the programme of jute de¬ 
velopment in the fifth Plan period? In the 
put* the execution of these schemes had 
suffered because of the shortage of various 
kinds of inputs and the lack of proper 
coordination among the authorities con¬ 
cerned. In April last year, the Indian 
Jute Mills Association printed out that 
intensive farming through better seeds, 
bstter fertilisation, and cultivation prac¬ 
tices was being carried out only ‘‘in a 
limited way”. It suggested that the go¬ 
vernment should extend this scheme and 
also adopt a crash programme for aciehv- 
ing an appreciable increase in yield. An¬ 
other proposal was that a very senior and 
experienced officer should be entrusted 
with the responsibility* for these opera¬ 
tions. 

The prospects for the export of jute 
goods have lately brightened up and it 
should be possible for the country to aug¬ 
ment the earnings of foreign exchange 
substantially. The various schemcsror the 
development of jute therefore have to be 
implemented energetically so that the in¬ 
dustry can be assured of regular and suffi¬ 
cient supply of the fibre. In the last few , 
years, the industry had to face a critical 
situation on several occasions because of 
the inadequate availability of its raw 
materials Lor example, throughout 
1972 the industry had to iacc considerable 
anxiety and uncertainty about the supply 
of raw jute because of the crop failure, 
following the severe drought. Last year 
over 200,000 bales of raw jute were im¬ 
ported from Bangladesh. The govern¬ 
ment therefore should see to it that dur¬ 
ing the period of the fifth Plan, the jute 
industry is assured of sufficient availability 
of the fibre of 'he right quality at fair 
prices. 

The jute industry has also been lately 
taking more interest in the programme for 
the development of raw jute. Since raw 
jute forms over half of its manufacturing 
cost and determines the prices of its pro¬ 
ducts, it can hardly afford to depend on 
the vagaries of the weather forgetting its 
requirements of the fibre. Last year, the 
industry suggested on several occasions 
the need to build up a buffer slock of at 
least one million bales with imported and 
indigenous fibre. The union Commerce 
minister, Mr Chattopadhyaya, has compli¬ 
mented the jute industry for drawing up a 
scheme for providing sufficient retting 
facilities for the cultivation of raw jute. 

He has also assured the industry of the 
govemment’sintention to intensify the raw 
jute development programme. Now that . 
the jute mills have resumed production 


after a prolonged strike and the export 
outlook has become more favourable, both 
government and industry should see to it 
that a vigorous impetus is given to mea 
sures for achieving self-sufficiency in raw 
jute. In carrying out this programme it is, 
of course, necessary to ensure that the 
cultivators always get a fair price. The 
jute industry has often expressed itsdesire 
and determination to remuncratcMhe culti¬ 
vators adequately. But its efforts in this 
regard can succeed only if the Jute 
Corporation also plays its proper part. 
The corporation’s deficiencies on the 
technical and administrative side have 
been highlighted on several occasions and 
lhey should be rectified quickly. 

It is also impmant that the railways 
should serve the jute industry efficiently 
in order to enable il to implement the price 
support programme. In the last several 
years, the jute industry had complained 
about the utterly inadequate number of 
wagons that were available lor the move¬ 
ment of raw jute from the despatching 
centres to Calcutta and mill stations. As 
a result, the mills had often to transport 
jute by road at much higher costs. 

The inability of the railways to provide 




wagons to theju te industry assumed a criti¬ 
cal situation m December last year. In a 
statement issued on December !, 1973, the 
Indian Jute Mills Association referred to 
the “huge gap” between transport require¬ 
ment and its availability'* which made it 
extremely difficult for the mills to provide 
price support. The Association Said: 
“Additional to their existinggodowns, the 
trade and industry have hired whatever 
storage facilities worts available, and every 
inch of space at the agencies has been utili¬ 
sed in stocking the jute already purchased. 
The situation is as bad in the godowns at 
the JCTs direct purchase centres, which 
are chock-full with the jute bales already 
purchased. Unless t he backlog is cleared, 
trade in raw jute is bound to come to a 
standstill because mills will be unable to un¬ 
dertake any additional purchase for sheer 
lack of storage accommodation. The result 
will be chaos and a collapse of raw jute 
prices, and as usual, the industry will get 
blamed although it is in no way responsible 
for this stale of affairs”. 


The development programme of raw jute 
in the filth Plan period therefore can suc¬ 
ceed only if there is effective coordination 
at the various levels of administration. 


EASTERN ECONOMIST 

Budget Number 

The Budget Number of EASTERN ECONOMIST dated March 8 presents 
an analysis of the budget proposals and a study of the budget documents 
in the larger economic context as well as in specific details. This issue 
includes relevant budget literature and statistics. Priced at Rs 10 per copy 
(postage extra) this special number Is on sale with leading booksellers 
and news agents. Copies may also be had from the office of the 
Eastern Economist Limited. Uco Bank Building, Parliament Street, 
New Delhi-110001 ■ It is however available to regular subscribers without 
extra payment. New subscribers, who remit the annual subscription of 
Rs 100 before April 30,1974, will also be entitled to receive a copy of this 
Budget Number free of charge. 


EASTERN ECONOMST 


615 


MARCH 22,*1974 



poms or view 

Economists’ proposals 

to curb inflation 


About 140 economists from 50 universities 
and research institutes recently submitted 
a memorandum to ihc Prime Minister 
making suggestions for a policy for con¬ 
taining inflation. In the memorandum sub¬ 
mitted on behalf of the signatories by the 
economist. Prof (\N. Vakil, it is stated 
that it is obviously not possible to have 
complete unanimity in all respects on such 
a complex matter, it is possible that some 
may have a different emphasis on some 
points and may have a different view on 
some details. But there is a general cop 
sensus in favour of the analysis presented 
in the memorandum as well as the con¬ 
crete suggestions made. Some of the 
proposals made are not controversial and 
the principles on which they are based are 
already applied in the Plan document or in 
the budget proposals for 1974-75, such 
as the necessity for maximising production 
of agricultural commodities and wage 
goods, building up buffer slocks of essential 
commodities, high rates of taxation on 
luxury articles, promotion of exports, 
improvement of the performance of the 
public sector, etc. 

main suggestions 

It is proposed to discuss here some oi 
the main suggestions in the memorandum 
which are either new or far-reaching or de¬ 
batable and require careful examination 
from all relevant standpoints. The memo¬ 
randum proposes a ceiling of live per cent 
per annum on the annual growth rate of the 
. jnoncy supply during the fifth Plan period. 
To the extent that the annual growth 
rate of necessities goes up significantly 
and the stocks of basic goods available 
for a more comprehensive distribution 
system become abundant, the ceding rate 
could be raised upward. Also m the event 
of cost-push through international 
factors, it is necessary to take steps to plan 
for a substantial reduction of dependence 
of industry on bank credit. The financial 
needs of firms, particularly the large and 
medium ones, have to be met through 
internal economics, reduction in non¬ 
functional expenses, lengthening of plant 


life through proper maintenance, obtaining 
of finance for expansion through more of 
market tapping, and partly also through 
promotion of savings habits of workers and 
the salariat, and higher retained profits. 
The base level of the Bank rate should be 
raised substantially, say, to 10 per cent. 
This will move up the deposit rates. It is 
necessary also to reintroduce interest on 
current accounts in hanks to raise the pro¬ 
portion of funds flowing into banks from 
households and firms and to place a dis¬ 
count on holding of currency. The yield on 
government bonds should be increased. 
The rates of interest on long-term loans 
should be widened more than the short¬ 
term rates. 

burgeoning money supply 

To bring about a substantial drop in 
the price level there should be a cut of, 
say, 30 per cent of the nation's money 
supply. All outstanding currency notes of 
high denomination with the public and 
the banks as also current accounts in 
banks should be reduced in value by 30 
per cent. Holders of these currency notes 
may be given special 20-year savings 
certificates carrying five per cent interest. 
The holders of bank accounts should he 
credited with blocked accounts of the 30 
per cent and also given such certificates. 
By an ordinance a hundred rupee note will 
be treated as equal to Rs 70 and so on. 
Notes of new denominations and non- 
liquid savings certificates may be issued 
at coveniencc without the rush and con¬ 
fusion which follows a policy of demoneti¬ 
sation of notes. 

The memorandum goes on to say that 
profits and wages in different industries 
and sectors contain a fortuitous rental 
element that really belongs to the society. 
An industrial truce should be established. 
Wages, profits and dividends should be 
frozen at the present levels for two years, 
except that the truce must leave room for 
improvement in #agcs where they arc at a 
level below the minimum socially feasible. 
An incomes differentials commission 


should be set up to work out differences 
permissible in incomes of different classes 
and categories of employees. The incre¬ 
ments foregone by workers during the 
period of wage freeze may be credited to 
their provident funds with liberalised 
provisions for loans thereof. 

The suggestions to increase the Bank 
rate, reintroduce interest on current ac¬ 
counts in banks and widen the spread of 
interest rates on government bonds in 
favour of the long-term securities are self- 
explanatory and can be said to be justi¬ 
fied. Even now companies offer very fa¬ 
vourable terms of interest on long-term 
deposits and some firms borrow privately 
at as much as 20 p^r cent interest per 
annum. Interest rates have to be adjusted 
to a period of inflation. In Indian condi¬ 
tions with scarcity ot capital, cheap bank 
credit and low interest rates cannot work, 
particularly in an inflationary situation. 
As observed by the economist Paul A. 
Samuelson in his book on economics, the 
real interest rate is the money interest rate 
minus the percentage price rise. Thus if the 
money rate is eight per cent and the annual 
price rise five per cent the true real rate 
of interest is eight minus five, that is three 
per. cent. 

shattering the objective 

To conic to the proposal for fixing a 
target of five per cent per annum on the 
annual growth rate of money supply dur¬ 
ing the fifth Plan period. The memoran¬ 
dum calculates that on the basis of the in¬ 
crease in the bank credit projected in the 
draft of the fifth Plan, there would be an 
increase in the price level of necessities by 
above 40 per cent over that in. 1973-74 
and in certain contingencies 65 per cent, 
thus shattering the objective of non-in- 
flattonary finance in the Plan and aggravat¬ 
ing seriously the present grave inflationary 
situation. These estimates of price rise are 
on the high side, when it is considered 
that about 35 per cent of the total national 
income is outside the purview of mone¬ 
tary transactions and even in the monp- 
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tlsed sector only about SO per cent of the 
financing of industry and trade is done by 
the organised part of the money market, 
the remaining being done by non-bank 
agencies. However, there does appear to 
be a case, if not for fixing in advance an 
arithmetical target figure of increase in 
monetary supply as proposed, to keep it 
not much above the rate of growth in out¬ 
put. Every effort should be made to 
see that the growth of money supply and 
credit does not greatly outstrip that of 
goods and commodities. The target would 
have to be kept under regular review and 
should take into account increased expendi¬ 
ture requirements of government during 
exceptional years of stress and strain. 

The proposal for partial remonetisation 
by reducing 30 per cent of the money 
supply in the manner referred to above is 
controversial and open to objections. 
Notes of very high denominations are 
mainly kept by banks and used in inter¬ 
bank transactions. Reduction by 30 per 
cent in the value of all notes of Rs 100 and 
above would weaken the position and 
functioning of banks, by reducing, at a 
stroke, their liquid assets. It would also 
affect the confidence of the public in the 
currency system. So far as persons having 
black money arc concerned they have 
taken care not to keep it in high denomi¬ 
nation notes. As regards current accounts 
by companies, firms and individuals, 
moneys in them do not fetch interest and 
are kept to meet expected liabilities. The 
proposal would impede industry and trade 
and disrupt productive activity, cause 
hardship to individuals and households 
who have liabilities to meet for which 
they have maintained moneys in current 
accounts. 

avoiding the calamity 

The memorandum refers to what hap¬ 
pened to some countries where the curren- 
rency had lost all value and says that the 
proposal is a modest effort to avoid such a 
calamity. The example of countries 
which suffered a complete collapse of the 
currency system has little relevance to the 
position here where there is no such dan¬ 
ger. For instance, in Germany in 1922 the 
prices rose to 1500 limes their pre-war 
level. A year later they were one million 
two hundred and sixty thousand millions 
times the pre-war level. Among other 
things it meant that what had been a con- 
fortable fortune before the war would not 
buy a loaf of bread eight years later. For 
the time being the country had to revert 
to the system of barter. 

The proposal to freeze salaries and 


wages, profits and dividends is not realis¬ 
tic. So far as profits of companies are 
concerned the existing rates of corporate 
tax are already high. Companies should 
be allowed to make reasonable profits 
to make up for lean periods. To freeze 
profits at any particular lime would pre¬ 
vent companies from utilising the profit 
after tax for payment to shareholders a 
reasonable rate of return on their invest¬ 
ments; and thus act as a serious damper 
to investment in industry. Any policy for 
controlling dividends would have to pro¬ 
vide a base of minimum dividend, so that 
investors arc not hit and investment in 
industry not discouraged. 

dividends policy 

The draft of the fifth Plan suggests on 
appropriate dividends policy. That is 
different from a dividend freeze. In any 
control over dividends a minimum return 
would have to be allowed as also a higher 
amount on the basis of the last dividend 
paid or the average of the last three years, 
whichever is the higher. The proposal 
that the frozen portions of profits and divi¬ 
dends should be contributed to a pool 
over the distribution of which control 
may be exercised by a committee consist¬ 
ing of representatives of the Planning 
Commission, the Reserve Bank and re¬ 
presentatives of industry, even if constitu¬ 
tionally permissible, is also open to ob¬ 
jection. The frozen portions would have to 
be returned to the owners after a certain 
period and cannot be distributed to others. 
Fiscal and taxation policy is the proper 
method of control on profits and divi¬ 
dends, which should be such as not to 
impede savings and investments in produc¬ 
tive activity. Freezing of salaries and ftold- 
ing up increments in a period of inflation 
which can only be controlled gradually, 
would cause great hardship to the middle 
classes and act as disincentives to the per¬ 
sons concerned. 

As regards wages, government spokes¬ 
man have announced from time to time 
that a freeze on wages is not to be thought 
of. Trade unions would be up in revolt. 
No government or political party in a 
democracy could venture on such a step. 
It is however possible in a period of infla¬ 
tion to have an appropriate incomes and 
wages policy. In one of this recent lec¬ 
tures in Bombay the well-known econo¬ 
mist Sir Arthur Lewis said that while an 
incomes policy in the sense of imposing 
restraint on wages, salaries and other in¬ 
comes has been found necessary by de¬ 
veloped countries, it is even more neces- 
sery for developing countries. It has been 
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found necessary even in communis* count¬ 
ries, It also involves keeping incomes 
within the productivity of the economy 
and such a policy, he went on to say, is 
one of the requisites of controlling in¬ 
flation, For giving effect to such a proper 
wages and incomes policy it would be 
possible to have a prices, incomes and 
wages board with the function of laying 
down guidelines for controlling rises in 
prices and incomes (including wages). The 
guidelines would have to be subject 
to review by Parliament. An appropriate 
wage policy would have to allow increases 
in wages related to productivity, also 
to disallow further rises in emoluments in 
certain very prosperous industries where 
the emoluments are already inordinately 
high and very much out of proportion to 
those in other industries of the, same size. 

The proposal for setting up a commission 
on income differentials to determine the 
order of differences permissible in incomes 
between different classes and categories 
of employees would be full of practical 
difficulties. There arc wide diversities in 
skills and experiences in different indust¬ 
ries and occupations in the private and 
public sectors and it would not be feasible 
for an all-India commission to lay clown 
workable differentials. Even in a single 
industry wage boards and tribunals have 
found great difficulty in working out pro¬ 
per differentials. 

Lastly the proposal in the memorandum 
to set up an economic council, of which 
the personnel should be drawn preferably 
from the universities, to be given the func¬ 
tion of being the watchdog of the macro- 
economic processes in the country, would 
mean setting up a co-ordinate authority, 
in effect supplant the Planning Commis¬ 
sion. Such a proposal would hardly be 
acceptable to the government and to 
Parliament 
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Demand of fish 


Shambhu Dayal ID Calcutta 


Calcutta* occupies a unique place in 
ithe demand of fish for domestic consump¬ 
tion as it is the most populated city of 
'India and for Bengalis, fish--particularly 
inland fish* -is an essential item of food. 
According to the consumption survey 
of the National Sample Survey during 
1961-62, the percentage of per 
capita expenditure on fish to per capita 
private consumption expenditure was 5,68 
for Calcut ta as against 1.46,1.55 and 0.21 
for Bombay, Madras and Delhi respect¬ 
ively; the corresponding percentage for 
urban population was 1.23. This shows 
that fish plays a significant role in the diet 
of Calcutta’s population. In fact* Central 
fisheries Corporation set up by the 
government of India in 1965 with the 
objective of supplying fish to consumers 
at reasonable rates, supplied about 40 
per cent of its total procurement to Cal¬ 
cutta alone. Fish in chilled form is being 
transported every day to Calcutta by rail 
from Palasa at Chilka lake. 

assessing the demand 

There arc proposals to supply 
frozen fish to Calcutta from other 
places also during the fifth Plan 
period. However, it seems, so far 
no efforts have been made to assess 
the demand of fish for consumption in 
Calcutta and its projection in future. In 
this article, an attempt is made to analyse 
the available data on consumption, prices 
etc. in Calcutta and to assess the demand 
in future. The changes in population and 
real income arc the major shifters of de¬ 
mand, Their effect has been measured 
through application of incomc/cxpenditure 
elasticity and appropriate demand func¬ 
tion which indicates the way in which 
demand changes with increase in income. 
The relative prices of fish with respect to 
the general price level have been assumed 


The author is Assistant Director (Fisheries 
Statistics) Department of Agriculture, Govern¬ 
ment of India. The views expressed in this article 
arc personal and not necessarily those of 
Government of India. 

* Urban agglomeration or Calcutta as taken in 
J‘)71 census. 


to remain constant in the years for which 
projections are made. 

In econometric analysis, projections of 
demand at micro level have been rarely 
tried because of paucity of data. This 
article may give an idea of how various 
problems at micro level can be tackled 
under certain assumptions. The various 
issues are discussed item-wise below : 

luxury food 

Fish is a luxury food item in India. 
A study of price and expenditure pattern 
in respect of fish as compared to those 
of other food items supports this conten¬ 
tion. The double log model has, there¬ 
fore, been used for estimating the demand 
of fish in Calcutta for the reason that its 
consumption would remain below satura¬ 
tion level during the period for which 
projections have been made. The model 
for the analysis is as follows : 

log y*=a f*b log x 

where y—per capita consumption of 
fish 

b^expenditure/income elasticity of 
demand. 

Only cross-section analysis has been made 
as data for time series analysis are not 
available. 

In NSS Report No. 200, per capita 
consumption of fish in Calcutta for 1961- 
62 has been given in terms of both quanti ty 
and value under various expenditure 
classes (Table I). These data have 
been used to calculate both quantity and 
value elasticities of demand. These elasti¬ 
cities arc expenditure elasticities since per 
capita consumption has been reported 
in NSS reports for various expenditure 
classes and not for income classes. In 
NSS Report No. 179, combined per 
capita consumption of meat, fish and 
eggs during 1964-65 has been given in 
value terms. The expenditure on fish 
during this year has been separated out 
for each expending class on the basis 
of proportionate expenditure calculated 
from Report No. 200 (Table I). 


Table I 

Per Capita Monthly Consumption of Fish 
in Calcutta During 1961-62 and 1964-65 
Under Various Expenditure Classes 


Per 

capita 

monthly 

consump¬ 

tion 

expendi¬ 

ture 

(in Rs) 

Per 
capita 
consump¬ 
tion 
of fish 
during 
1961-62 
(in seers) 

Per 
capita 
consump¬ 
tion 
of fish 
during 
1961-62 
(Rs 0.00) 

Per 

capita- 
consump 
tion 
of fish 
during 
1964-65 
(RsO.OO) 

8-11 

0.33 

0.50 


11-13 

0.36 

0.60 


13-15 

0.38 

0.69 

0.53 

15-18 

0.40 

0.79 

0.17 

18-21 

0.38 

0.76 

0.47 

21-24 

0.53 

1.17 

0.47 

24-28 

0.69 

1.90 

0.61 

28-34 

0.73 

2.00 

0.73 

34-43 

0.87 

2.42 

1.04 

43-55 

1.20 

3.24 

0.32 

55.75 

75 & 

1.20 

3.18 

1.05 

above 

1.71 

5.18 

1.99 


Source: National Sample Survey (Reports 
Nos 200, and 179) 


Table 11 


Average Daily per Capita Consumption of 
Fish in Calcutta Under Different Expendi¬ 
ture Classes During 1969-70 


Monthly per 

Per capita 

Per capita 

Capita consum¬ 

daily 

daily 

ption expendi¬ 

consumption 

consump¬ 

ture 

of fish 

tion of 


(in grammes) 

fish 

(in Rs) 


(in paise) 

0-20 

9.4 

3.3 

20-40 

17.3 

7.7 

40-60 

26.7 

14.4 

60-100 

34.3 

20.2 

100 & above 

50.4 

34,3 

Source: A study of food 

habits in 

Calcutta by US-Aid, New Delhi. 
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Valup elasticity have also been calculated 
on the basis of these data for 1964-65. 
A study of food habits in Calcutta was 
made during 1969-70 by the USAID 
as a part of their agreement with the 
government of India to help in raising the 
nutritional standards of the people in India. 
In this study, per capita consumption 
of fish in Calcutta under five expenditure 
classes has been given both in terms of 
quantity and value (Tabic II) Using 
these data quantity and value 
elasticities have been calculated. Thus we 
get three sets of cross section elasticities 
which are given in Table III. 

An analysis of elasticities shows that 
the fit was good in all the cases. The stan¬ 
dard error is small in all the cases except 
in the case of value elasticity for 1964-65. 
The elasticity for 1964-65 is therefore not 
reliable. For the quantity elasticity as 
calculated from NSS data of 1961-62, 
tho standard error is also not sufficiently 
small. Much reliance, therefore, can 
not be attached to this elasticity also. 
Quantity elasticity as calculated from 
USAID study, data is used for the analysis 
as its standard error is sufficiently small. 
As regards value elasticity, the average of 
the two elasticities calculated on the basis 
ofdataof NSS for 1961-62 and of USAID 
study is us:d. Thus for the analysis here 
the quantity elasticity and value elasticity 
are taken as 0.73 and 1,05 respectively. At 
this stage, it is relevant to point out that 
the surveys of NSS in 1961-62 and that 
of USAID in 1969-70 do not relate to the 
entfre population of urban agglomeration 
of Calcutta as defined in 1971 census, yet 
the consumption pattern of urban agg¬ 
lomeration may not be significantly diffe¬ 
rent particularly during 1978-79, from that 
of the urban population for which sur¬ 
veys were conducted. 

The value elasticity of a commodity is 
equal to the quantity elasticity plus the 
income elasticity of the commodity with 
respect to price. In case of Calcutta, 
the income elasticity of fish with respect 


to price works out as 0.32 since value and 
quantity elasticities are 1,05 and 0,73 res¬ 
pectively. This shows that as the income 
of citizens in Calcutta rises, 70 per cent 
of the increase in the expenditure on fish 
will be on account of the increase in con¬ 
sumption of fish in quantity terms where¬ 
as remaining 30 per cent will be due to the 
increased consumption of better quality 
of fish. 

demand analysis 

For the purpose of demand analysis the 
base year should be a normal year. For 
Calcutta, the data on consumption of fish 
is available for the years 1961-62 and 1969- 
70 only. Up to 1965, India was importing 
fish from the then East Pakistan for con¬ 
sumption in eastern India including Cal¬ 
cutta. However, after the war with 
Pakistan in 1965, the import was stopped. 
The year 1969-70 cannot therefore be 
taken as a normal year since in this year 
there was no import of fish. During 
the year 1961-62, there was an import of 
about 20,000 tonnes from the then East 
Pakistan which rose to 32,000 tonnes 
during 1962-63. Roughly about 40 percent 
of the 32,000 tonnes imported fish was 
for consumption in Calcutta alone. Ac¬ 
cording to NSS data of 1961-62, the 
per capita consumption of fish during the 
year was 11.21 kg. After taking into con- 
sidcration the increase in imports in the 
subsequent year, it is found that during 
1961-62, the per capita consumption 
should have been around 12 kg. On the 
presumption that this much consumption 
can satisfy the demand in full, the per 
capita demand of 12 kg for the year 
1961-62 was taken as the base year de¬ 
mand. As regards fish prouction, the year 
1961-62 was a normal year. The antici¬ 
pated consumption in 1961-62 can, there¬ 
fore, justifiably be taken as the demand 
for 1961-62. 

The booklet on population figures for 
1971 census, as released by the office of 
Registrar General of India, gives the per- 

Table III 

Expenditure Elasticity of Fish for Calcutta 


HM1S«WN 

centage growth in population during thei 
decade 1061-71, along with the population} 
in 1971. Based on these figures, the follow-' 
ing tabic giving the percentages of the! 
population of Calcutta (urban ugglomera-t 
tion) to that of India as well as of West: 


Bengal in 1961 
prepared. 

and 197) 

has beent 

i 

Year 

India 

West 

Bengal 

J96J 

1.30 

16,28 

1971 

1.27 

15.68 


These figures show that there has not 
been significant difference during the 
decade 1061-72 in Hie growth of popula¬ 
tion of Calcutta as compared to that of 
India, but as compared to that of West 
Bengal, there has been some fall. Con¬ 
sidering the fact that the year 1971 was 
not a very normal year for Calcutta, be¬ 
cause of disturbances during the yeur, it is 
presumed that there may not be further 
fall in subsequent years and the propor¬ 
tions of 1071 are assumed to apply in 
1978-70 also. Population for the year 
1078-70 has been projected by the office of 
the Registrar General of India both for 
India and West Bengal. Applying thep ro- 
portions of 1971 to the projected popula¬ 
tion of India and West Bengal, the esti¬ 
mates of population of Calcutta in 1978-79 
work out as 8002000 and 8183000 res¬ 
pectively. As there is no significant diffe¬ 
rence between the two estimates, the aver¬ 
age of the two is i.e. 8002000 has 
been taken as the population of Calcutta 
in 1078-79. The estimates of population 
in 1961-62,1968-69 and 1973-74 as given in 
Table IV have been obtained by applying 
corresponding growth rates. 

Since through NSS and US Aid Study 
data, wc get expenditure elasticity, it is 
necessary to project private consumption 
expenditure for working out the demand in 
future. The per capita private consump¬ 
tion expenditure for Calcutta in the past 


Years Source of data Quantity Elasticity Value Elasticity 




Elasticity 

S.E. 

Corr. Coeff 

Elasticity 

S.E. 

Corr. Coeff 

1961-62 

NSS Report No 200 

0.56 

0.074 

0.95 

1.08 

0.073 

0.98 

1964-65 

NSS Report No 179 

— 

— 

— 

0.79 

0.286 

0.99 

1969-70 

USAID Study 

0.73 

0.045 

0.99 

1.01 

0.07 

0.99 
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at three points of time is given in tire 
Table V. 

The consumption at 1961-62 prices has 
been calculated by deflating the consump¬ 
tion at current prices by the correspond¬ 
ing wholesale price indices. These 
figures show that per capita consumption 
at 1961-62 prices has fallen in the year 
1964-65 as compared to that of 1961-62. 
The figure for 1964-65 docs not seem to 
be quite reliable as there has been an in¬ 
crease in the per capita income of India at 
1960-61 prices from Rs 309,5 in 1961-62 
to Rs 335.4 in 1964-65. The figures for 
the year 1961-62 and 1969-70 only were 
therefore taken for calculating the annual 
growth rate in private consumption of 
Calcutta which works out as 1.3. Apply¬ 
ing this growth rate, per capita consump¬ 
tion expenditure of Calcutta in 1968-69- 
is estimated at Rs 641.16 at 1961-62 prices. 

In the Economic Survey for 1972-73 
released by the government of India, 
tigurcs for national income up to 1970-71 
have been given. It has also been indicated 


that the growth rates from 1970-71 to 
1971-72 and 1971-72 to 1972-73 will 
be between 1.5 to 2.0 per cent. Taking 
the mid value, the growth rate has been 
taken as 1.8 per cent during these periods. 
It has also been indicated in the Economic 
Survey that the growth rate during the 
period 1972-73 to 1973-74 will be some¬ 
what higher than five percent if the year 
comes out to be a normal year for agricul¬ 
ture. In this article the growth rate during 
this period is taken as five per cent. App¬ 
lying these growth rates, the National 
Income of India in 1973-74 has been pro¬ 
jected. The population in 1973-74 has 
been projected by Registrar General’s 
office. The per capita Income of India at 
1961-62 prices works out as Rs 363,75 in 
1973-74. The percentages of per capita 
private consumption expenditure of 
Calcutta to per capita income of India in 
1961-62 and 1969-70 were found asRs 
188.52and Rs 189.26 respectively. These 
figures revealed a very insignificant 
difference in percentages in the two years 


and the criterion was applied to project 
that per capita private consumption ex¬ 
penditure of Calcutta in 1973-74 which 
worked out as Rs 688.43 at 1961-62 prices. 

The approach to the fifth Plan re¬ 
leased by Planning Commission in Janu¬ 
ary 1973 envisaged that per capita month¬ 
ly expenditure of the lower 30 per cent 
population of urban areas will increase 
from Rs 25.17 to 39.60 at 1971-72 prices 
from 1973-74 to 1978-79 and the decrease 
in the corresponding period in the upper 
30 per cent population of urban areas will 
be from Rs 113.21 to Rs 108.07. The aver¬ 
age of the expenditure of the upper and 
lower strata of urban population has been 
assumed to represent the expenditure of the 
entire urban population. The annual 
growth rate in expenditure for the entire 
urban population from 1973-74 to 1978- 
79 then works out as 1.3. Applying this 
growth late in the case of Calcutta also, 
the per capita private consumption expen- 
ture of Calcutta in 1978-79 is estimated as 
Rs. 734.35 at 1961-62 prices. 


Table IV 

Population, Private Consumption Expenditure and Demand of Fish in Calcutta 


Year 

1961-62 

1968-69 

1973-74 

1978-79 

1. Population (in thousand) 

5797 

.6707 

7364 

8092 

2. Per rapita private consumption expenditure (in Rs 0.00 at 1961-62 
prices) 

585.72 

641.16 

688.43 

734.35 

X Total private consumption expenditure (in thousand Rs at 1961- 62 
prices) 

33,95,419 

43,00,260 

50,69,599 

59,42,360 

4. Per capita demand of of fish \ In quantity (kgs) 

J In value (Rs 0.00 (at 1961-62 prices) 

12.00 

35.64 

12.82 

39.19 

13.51 

42.24 

14.19 

45.19 

5. Total demand of fish *\ In quantity (tonnes) 

69,564 

85,984 

99,488 

1,14,825 

j In value (in thousand Rs (at 1961-62 prices) 

2,06,605 

2,62,847 

3,11,055 

3,65,677 

6. Average price of fish in demand (Rs 0.00 per kg. at 1961- 
62 prices) 

2.97 

3.06 

3.13 

3,18 

7. Percentage of demand offish to private consumption expenditure 
(at constant prices) * 

6.08 

6.11 

6.13 

6.15 
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pom s Of view 


The formula for calculating demand 
projections is as follows:— 



where 

y sx per capita demand of fish in the base 
year 

r t » per capital demand of fish in the 
t-th year 

x per capita private consumption ex¬ 
penditure in the base year. 

x, — per capita private consumption ex¬ 
penditure in the t-th year 

E~ quantity/valuc elasticity of demand. 

Population, per capita private consump¬ 
tion expenditure, total private consump¬ 
tion expenditure, per capita demand of 
fish, total demand of fish, average price 
of fish in demand and percentage of 
fish consumption to private consumption 
expenditure at constant prices, for Cal¬ 
cutta are given in Table V. The demand 
of fish in Calcutta which was 69,600 ton¬ 
nes in the year 1961-62 rose to 86,000 ton¬ 
nes in 1968-69. It is anticipated that the 
demand during the year 1973-74 will be 
99,500 tonnes which will rise to 
114,800 tonnes during 1968-69. The de¬ 
mand during 1961-62 was for Rs 20.66 
crores of fish which rose to Rs 26.28 
crores in 1968-69 at 1961-62 prices. It is 
anticipated that the demand during 1973- 
74 will be for Rs 31.11 crores which 
will rise to Rs 36.57 crores in 1978-79 at 
1961-62 prices. The people of Calcutta 
will like to spend more on fish in future as 
compared to earlier years. The percen¬ 
tage of demand of fish to total private 
consumption expenditure was 6.08 in 1961- 
62 which rose to 6.11 in 1968-69. It is 
anticipated that this percentage will be 
6.13 in 1973-74 which will further rise to 
6.15 during 1978-79. The demand for 
better quality fish in Calcutta is also rising. 
The average price of fish in demand was 
Rs 2.97 per kg. in 1961-62 and will rise 
to Rs 3,18 per kg (at 1961-62 prices) in 
1978-79. 

For calculating the demand of fish, the 


factors such as tastes and habits etc. have 
not been taken into consideration. How¬ 
ever, it is anticipated that there may not 
be substantial change in these factors in 
Calcutta. Relative prices have been assum¬ 
ed to remain constant during the period 
for which projections are made. As the 
recent rising trend in indices of prices of 
fish as compared to those of commodities 
in general indicates, the assumption may 
prove to be somewhat a weak link in the 
demand analysis and have a deterrent 
effect on demand. However, the policy of 
government during the fifth Plan period 
will be to supply essential commoditises 
at cheaper rates, and it may be expected 
that the recent trend will not continue in 
future. Moreover, better marketing and 
storage facilities etc. envisaged in the fifth 
Plan may bring down the relative prices 
of fish and keep them near the earlier 
levels. 

The Bureau of Applied Economics and 
Statistics, West Bengal, has estimated 
through consumption survey that the per 
capita consumption of fish in Calcutta 
during 1968-69 was 8,76 kg whereas the 
demand as estimated in this article was 
12.82 kg. The total consumption during 
1968-69 works out as 58,753 tonnes against 
the demand of 85,984 tonnes showing a 


gap of 27,231 tonnes. During 1973-74 
the gap between copsumptibn and demand 
may widen unless sufficient quantity of 
fish is supplied to Calcutta through im¬ 
ports from Bangladesh or from other 
places in the country itself. 

There is a wide difference between the 
prices of fish in Calcutta market as com¬ 
pared to other markets of the country. 
The prices of Rohu fish in Calcutta varied 
from Rs 8 to 12 per kg. during 1972-73 
whereas in markets of UP, MP and Bihar 
the prices varied from Rs3 to 5. There 
is paramount necessity of supplying in¬ 
creased quantity of fish to Calcutta. The 
proposition may be profitable for traders 
also if done in a planned and organised 
manner. The Central Fisheries Corpora¬ 
tion, however, have yet to succeed in 
their efforts so as to make a full impact. 
It is desirable that they should remove 
bottlenecks and renew efforts to procure 
fish from other states through coopera¬ 
tives or other agencies for supplying to 
Calcutta. 

There is a need for setting up cold 
storages at Calcutta and to increase the 
supply of chilled and frozen fish to Calcutta 
from other parts of the country. 


TABI li V 

Per Capita Private Consumption Expenditure of Calcutta 

(RsO.OO) 


Year 

At current 
prices 

Index No of 
wholesale prices 
for all commodities 

At 1961-62 
prices 

(Source) 

1 

2 

3 

4 

1961-62 

NSS Report No 200 

585.72 

100 

595.72 

1964-65 

NSS Report No 179 

647.28 

124.6 

519.48 

1969-70 

US AID Study 

1130.64 

174.3 

648.72 
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Our Parliamentary Correspondent 

New Delhi, Monday 


from mm 

BDECC ftfll I EDV 
rlUw9 WiUUKI 


The two Houses of Parliament have com¬ 
pleted their deliberations on the railway 
budget for the next financial year and have 
taken up for discussion the central budget. 

Deep concern over the sharp setback to 
railway finances this year was voiced by 
all the participants in the debates in the 
two Houses on the railway budget. As 
already reported in an earlier issue of this 
journal, the revenue of railway's next year, 
even after the enhancement of passenger 
fares and freight rates to bring in an addi¬ 
tional revenue to the extent of Rs 136.38 
crorcs, would fall short of ewenditure, 
including the dividend obligation to the 
general revenues, by as much as Rs 52.79 
crores. While most of the members who 
spoke on the subject were appreciative of 
the difficulties being faced by railways in 
maintaining their services and also of the 
need to augment railway earnings, those 
with leftist leanings assailed the Railway 
minister, Mr L.N. Mishra, for not sparing 
even third class travellers from a raise 
in passenger fares. Several members 
scathingly criticised the growing pilfer¬ 
age on railways. Some even went to the 
extent of demanding disbandment of the 
Railway Protection Force. 

neglected passengers 

Many spoke of the neglected lot of 
passengers, particularly those travelling 
by third class, the agitations by railway 
employees and the rampant corruption at 
various levels in this premier undertaking 
of I he government. A Communist mem¬ 
ber expressed the view that the Railway 
ministry was unduly soft towards big 
business in the matter of realising legiti¬ 
mate sitting charges. He also thought that 
a whole lot of commercial items was be¬ 
ing moved at absurdly low rates and the 
loss was being justified in the name of 
“social overheads". 

As usual, many members pleaded for 
the extension of the railway network in 
their respective stales. The need for 
opening up backward areas through spread 
of railway facilities, of course, was stressed 
by most of the participants in the two 
debates. 

Significantly enough, the railway em¬ 


ployees did not find this time as much sym¬ 
pathy for them as in the past. Apparent¬ 
ly the wildcat strikes and go-slow, work- 
to rule and work-to-designation agitations 
launched by them this year have eroded 
substantially the sympathy Which they used 
to evoke for their causes till last year. 
Some members pertinently pointed out 
that the deterioration in the economic 
health of the country could be attributed 
to a great extent to the strikes and agita¬ 
tions by railway employees. 

forthright observation 

In his reply to the debate in the Lok 
Sabha, the Railway minister was 
quite forthright in his observations and 
stressed that in the present-day situation, 
strikes were a luxury which the country 
could not afford. He appealed to railway 
employees that they should refrain from 
resorting to strikes and agitations at least 
for the next three years. The railways, he 
pointed out, had already lost about Rs 80 
crores on account of strikes during the 
current year. Any further disruption in 
their operations would only worsen the 
situation and do a great damage to the 
economy. 

Mr Mishra stoutly defended his budget 
proposals both in regard to passenger fares 
and freight rates. The only concession 
he announced was the restoration of the 
hill travel concession which had been 
withdrawn last year. Mr Mishra re¬ 
affirmed the government decision to abo¬ 
lish the existing second class travel and re¬ 
classification of the third class as second 
class, but gave no indication of the date 
from which the decision would become 
effective. 

The Railway minister spoke at some 
length on the need for opening new lines 
in backward areas without linking such 
projects with the concept of financial via¬ 
bility. He made a particular reference in 
this regard to the requirements of the 
north-eastern region, comprising Tripura, 
Manipur, Nagaland, Meghalaya, Assam, 
Arunachal Pradesh and Mizoram. The 
only effective way of developing these 
areas, he emphasised, was to set up a 
special machinery like a transport and 
communication authority in which the 


concerned states and the union ministries 
of Railways and Transport and Communi¬ 
cations could be represented. He re¬ 
vealed that he had already taken up this 
issue with the concerned ministries and the 
Planning Commission. The Rs 100 crores 
allocation (out of the total Rs 2,350 crores 
investment proposed for the development 
of railways during the fifth Plan) for ex¬ 
pansion of railway network in the back¬ 
ward areas, Mr Mishra thought, was low. 
He pleaded for an additional allotment of 
Rs 255 crores for this purpose. 

Explaining the rationale behind his 
budget proposals, Mr Mishra emphasised 
that they aimed at ensuring that the passen¬ 
ger fares and freight rates were brought in 
fine with the rising cost of operation and 
the distortions in the economics of long 
distance haulage were corrected. While 
increasing passenger fares and freight 
rales, another guiding principle which he 
had kept in view, he pointed out, was 
that the burden on the common man was 
kept to the minimum level. This, he 
stressed, should be evident from the main¬ 
taining of status quo in regard to the 
season ticket fares and the freight rates for 
foodgrains, milk, fruits and vegetables. 

freight hike justified 

Referring specially to the increase in the 
freight rates for coal, Mr Mishra stressed 
that this was justified in view of the fact 
that at. present coal was charged outside 
the scops of the general freight structure 
at a special rate which was below the ac¬ 
tual cost of operation. The railways, he 
pointed out, had lost Rs .13.25 crores last 
year on transportation of coal. This loss 
would go up to Rs 37.07 crores this year. 
Mr Mishra expressed the view that coal 
constituted only a small element in the 
overall cost of an end-product. The pro¬ 
posed increase in freight, thus, would have 
a very small impact on the price of end- 
products. 

Claiming that despite various difficulties, 
coal loadings this year had been 92.7 per 
cent of the last year's loadings, Mr Mishra 
promised to inquire into the allegations 
against officials in the allotment of wagons 
for coal movement. He did not agree with 
the critics of the Railway Protection Force 
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and expressed the vicW that not only this 
force had to be maintained but also in¬ 
creased in strength. He proposed to give 
more emoluments to the personnel of this 
force so that they could be brought at 
par with the personnel of the Central 
Reserve Police. 

Widespread serious concern over the 
sharp deterioration on the prices front’ 
dominated the debates in the 
two Houses on the central budget for 
1974-75. Several members urged the go¬ 
vernment not to hesitate to take even some 
unpleasant steps to restore the health of 
the economy. Some felt that efforts 
should be concentrated on the develop¬ 
ment of vital sectors like agriculture, irri¬ 
gation and power. 

Most of the members participating in 
these debates were of the view that the defi¬ 
cit of Rs 125 crorcs in the budget could 
grow substantially as inadequate provi¬ 
sions had been made for food subsidy, na¬ 
tural calamities and the increase in dear¬ 
ness allowance to government employees. 
With a view to containing the prices 
spiral, it was suggested that the govern¬ 
ment should make arrangements to supply 
essential commodities to its employees 
and the other vulnerable sections of 
society at resonable prices even if it meant 
incurring some losses. 

welcome proposals 

The raising of the exemption limit of 
income-tax as well as the other concessions 
proposed by the Finance minister were 
generally welcomed. Some members, 
however, even went to the extent of 
suggesting that the exemption limit 
should be raised even further. The ra¬ 
tionalisation of the income-tax structure 
and the bringing down of the marginal 
rate of income-tax from 97.5 per cent to a 
maximum of 77 per cent, it was fell by 
many, could help in curbing the menace 
of black money. The leftist members, 
however, were highly critical of this pro¬ 
posal. They assailed Mr Chavan for 
trying to be soft towards the more affluent 
and big business and styled the budget 
proposals us anti-common man. 

Replying to the Rajya Sabha debate, 
the minister for Finance, Mr Y.B. Chavan, 
asserted that his budget proposals aimed at 
promoting economic growth and checking 
the inflationary tendencies in the economy 
as well as the role and growth of unaccoun¬ 
ted money. He, however, cautioned that 
inflationary forces could not be expected 
to vanish with only one budget. Sustained 
efforts would have to be made towards this 
end. 

* Mr Chavan attributed the post-budget 
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rise in prices to the contiiming psychology 
of inflation. Hard decisions, he added, 
were needed to restore the health of the 
economy, but this did not mean that they 
could be reckless decisions. The Finance 
minister indicated,that the government 
might extend the dual pricing policy, at 
present covering sugar and steel, to some 
more selected commodities. 

Dealing with some of his budget pro¬ 
posals which had come in for sharp criti¬ 
cism from the leftist members of the House, 
Mr Chavan asserted that the lowering 
of the rates of tax on personal incomes was 
intended to check tax evasion. The lower 
income groups had to be provided some 
relief. He hoped that the savings resulting 
from the relief in direct taxes would be 
used for investment. Adequate provision, 
he added, had been made for develop¬ 
mental activities, specially in the agricul¬ 
tural and the core industries sectors. 

no demonetisation 

Referring to the plea of some members 
for the demonetisation of currency with a 
view to eradicating the evil of black 
money, Mr Chavan declared that the go¬ 
vernment was not thinking in these terms. 
Demonetisation, he of course thought, 
was a very effective method of stopping 
the growth of black money, but it could 
not be resorted to every year or every other 
year. The problem of black money, he 
opined, could be effectively dealt with 
through raising production (so that there 
were no shortages of commodities) and 
checking tax evasion. 

The following important information 
was provided in the two Houses by 
various ministers: 

(1) The production of coni rolled cloth 
would be increased by 100 per cent—from 
the present four million square metres 
to eight or nine million square metics — 
under the proposed new textile policy. 
The government would see that those who 
do not discharge their responsibility in 
this regard would be heavily penalised. 
The penalty is proposed to be raised cent 
per cent or even more. The distribution 
channels will be streamlined. 

(2) The government proposes to intro¬ 
duce filly-rupee currency notes. It is, how¬ 
ever, not certain whether the new notes 
would be introduced this year. 

(3) The government would soon fina¬ 
lise its decision regarding import of 10,000 
tonnes of EC grade aluminium to meet the 
present shortage of the metal caused by 
last year's power cuts. It is also consider 
ing to increase the controlled price of 
aluminium owing to the higher cost of 
production. 

(4) Exports to the oil-producing count¬ 
ries in west Asia arc estimated to increase 

623 . 


three-fold during 1974-75 and by over 
four times in 1^75-76. 

(5) The Soviet ships have not been given 
harbouring facilities at the Visakhapat- 
nain naval base. 

(6) There is no proposal under the con¬ 
sideration of the government to import 
coking coal from the Soviet Union or any 
other country. 

(7) It is proposed to import 50,000 ton¬ 
nes of steel from the Soviet Union under 
the trade plan for 1974. 

(8) Hindustan Aeronautics Limited 
plans to export sonic of the aircraft manu¬ 
factured by it. Some enquiries for the 
purchase of these aircraft have been re¬ 
ceived from foreign countries. 

(9) The first unit of the Madras atomic 
power project at Ralapakkam is expected 
to become critical in 1977 and the second 
unit in 1979. Delays in the delivery of 
equipment by foreign as well as Indian 
suppliers, power cuts and shortages of 
construction materials arc the factors 
which contributed to the delay in the 
commissioning of the project. 

(10) The Narora atomic power project 
in UP is expected to cost Rs 209.89 crorcs. 
The foreign exchange component of this 
cost would be Rs 29.73 crorcs. 

(11) The government is considering the 
question of nationalisation of sugar in¬ 
dustry from an all-India angle and intends 
to lake a total view of all issues involved 
in the recommendations contained in the 
second interim report as well ns the final 
report of the Sugar Industry Inquiry Com¬ 
mission. 

(12) The Oil and Natural Gas Commis¬ 
sion is considering acquiring a second 
platform to drill for oil in the promising 
Bombay High structure. At present, oil 
exploration is being carried on in tliis 
area by the first floating platform -Sugar 
Samrat- which was built lust year in 
Japan. It is proposed to expedite drilling 
work in the Bombay High area. 

(13) The government has decided to set 
up a pricing committee to examine and 
report on the pricing of petroleum pro¬ 
ducts. 

(14) An internal official group set up 
by the government to study the question 
of de-linking individual enterprises from 
the larger houses has suggested legislation 
to amend the Monopolies and Restrictive 
Trade Practices Act. 

(15) A time schedule for setting up five 
fertiliser plants in the public sector has 
been drawn up. This schedule envisages 
the completion of these plants in 36 
months. 
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London 


The British Chancellor’s 

—.- dilemma 


In order to borrow the $3,000 million odd 
needed to meet the UK’s probable balance 
of payments deficit in 1974, must the 
British Chancellor win the confidence of 
international lenders by a sharp increase 
in taxes and a deflationary Budget which 
would lead to over a million unemployed 
by lhe end of the year? 

This is the question pul by the National 
Institute of Social and Fconomic Research, 
the UK/s leading independent research 
institute, whose views are always examined 
attentively because its forecasting techni¬ 
ques resemble those of the Treasury. In its 


ment will soar perhaps to a million or more 
by the end of 1974 even if Mr Healey 
launches no deflationary policy. 

What follows is a summary of the Na¬ 
tional Institute’s review of the UK’s current 
situation. 

I 

Oil ifi Industrial and Developing 
Countries 

It is probably not the availability of oil 


oil producers. The deficit can be reduce* 
if the oil producers increase their im 
ports or if they are willing to make loan; 
to non-oil-producing developing countne: 
which already have an unsatisfied dcmanc 
for imports. 

It is the non-oil-producing dcvelopinf 
countries which are likely to suffer most. 
They are not in the position of the in¬ 
dustrial countries because they cannot 
borrow more or less automatically from 
the oil producers. For many developer, the 
additional cost of oil is large in relation 
to their reserves and export earnings. 
India is a good example. The additional 
cost of oil in 1974 of about $0,750 million 
compares with reserves of $1,400 million 
and exports of $2,400 million. If the oil 
producers were in a position to accept 
immediately an increased volume of goods 
from the consuming countries to pay 
the full price of the oil which they sell to 
them, there would be no problem of 
reflation in the consuming countries. The 
higher oil price would be needed to de¬ 
press real consumption in order to release 
the resources for the additional exports. 
But that is not the situation which we con¬ 
front today. For the time being part, and 
to begin with a substantial part, of the 
additional oil price will not generate a 
corresponding demand for goods and ser¬ 
vices. 


WIDOW ON 
THE WORLD 


customary pre-Budgcl Economic Review 
just issued, the Institute outlines the di- 
limma which faces Mr Denis Healey, the 
new Labour Chancellor, who is expected 
to percent his first budget on March 26. 

Oil the one hand, orthodox financial 
opinion in the international circles lrou 
which the UK will shortly need to borrow 
anything between £1.500 and £3,500 mil¬ 
lion, consider an increase in taxes steep 
enough at least partially to meet the huge 
budget deficit as essential to cope with 
the UK’s inflation an balance of payments 
problems. 

On the other hand, the National Insti¬ 
tute argues that, because of the massive 
deflationary forcesresUlting from the extra¬ 
ordinary rise in oil prices, UK unemploy- 


supplies which will be the chief worry this 
year: it is the rise in prices. The landed 
price of crude oil is now about two and a 
half times whatit was last summer,andthe 
price elasticity of demand is low in the 
short term. This price rise will radically 
change the pattern of the world balance of 
piyments; it will hinder the development 
plans of developing countries which do 
not have indigenous oil supplies; and — 
unless offsetting action is quickly taken ■— 
it will have sharp deflationary impact on 
world industrial activity. 

This year the oil producing countries’ 
balance of payments may improve, and 
the oil consuming countries’ balance wor¬ 
sen, by something like $50,000 million. 
The industrial countries could cover this 
deficit by borrowing in some form from the 


revised forecasts 

It is mainly because of this “real” de¬ 
flationary effect that the National Institute 
has revised downwards its forecasts of 
world production and trade. The Institute 
does not believe industrial countries will 
adopt adequate offsetting policies. This 
intial deflationary impact must, of 
course, be part of the British budget 
calculation. 

At the time when the Institute wrote, 
the duration of the British miners’ strike 
was uncertain, but even though it has since 
ended it will be an appreciable time be¬ 
fore production is back to normal. In 
constructing its forecasts the Institute has 
taken an optimistic ahd a pessimistic 
assumption. The first assumed that the 
three day week ended at the end of Feb¬ 
ruary and the second that it continues to 


M ARtaH 22,1974 


EASTERN ECONOMIST 


624 








the end of April. But in either case income 
from employment in the first half of the 
year will fall much less than output. In 
many parts of the economy outside manu¬ 
facturing, wage and salary bills have been 
almost wholly maintained, and in manu¬ 
facturing many workers who have been 
laid off for part of the week have either 
been protected by a guaranteed working 
week or have been able to supplement 
their income with unemployment benefit. 
Profits will have fallen shaiply, but this 
will not have affected expenditure yet. So 
a gap has been opened between output 
and final home demand — a gap which 
has been presumably been closed by runn¬ 
ing down stocks, by lower exports and by a 
high level of imports in relation to final 
expenditure. As long as the three day 
week lasts, there will presumably be u 
large balance of payments deficit. Since 
the Institute wrote this the three day 
week has been called off but, again, it 
will take time before normal working is 
restored. 

The Institute attempts two forecasts on 

unchanged policies-.an optimistic and a 

pessimistic one. The coal assumptions al¬ 
ready have been mentioned. The optimistic 
oil forecast assumes t hat prices fall by 25 
per cent shortly, and the pessimistic that 
they rise by a further 30 per cent by the 
end of this year. Perhaps the main point 
of the two forecasts is that in neither is 
the rebound strong enough to re-establish 
a growth rate in line with the economy's 
likely productive potential. There are 
powerful deflationary forces in the second 
half of the year from the rise in oit prices, 
from cuts in public expenditure, and 
from fiscal drag. The rise in output is 
then held back, not by energy supplies 
but by inadequate demand. 

optimistic forecasts 

On the optimistic forecast, UK output 
this year is one percent lower than last 
year; it recovers to its end-1973 level before 
the end of the year, but only rises two per 
cent above it before levelling off in early 
1975. On the pessimistic forecast, the 
year-on-year drop in output isflve per cent, 
and the recovery is still not complete by 
the middle of next year. On both forecasts, 
the number of wholly unemployed is rising. 
The Institute has assumed that unemp¬ 
loyment adjusts to changes to output 
more rapidly than it used to. On un¬ 
changed policies, seasonally adjusted un¬ 
employment might by the end of the year 
be six to seven hundred thousand on the 
optimistic assumption and over a million 
on the pe&sinmtic. 

The rise in prices varies less between 
the forecasts from 14 to J 3 per cent through 
the year; either would be the biggest price 


rise (except for 1940) in the last half 
century. 

Finally, on both forecasts, after an 
enormous payments deficit in the first 
half of the year, there is, on unchanged 
policies, a rapid improvement to a 
deficit of £1,750 million per annum in the 
second half of this year on the optimistic 
assumption and of £3,500 million on the 
pessimistic—both of which are almost 
entirely on oil account. This improvement 
comes about because the underlying rise 
in output is so low, and because- -from the 
first quarter of this year onwards--is it 
assumed that export prices will rise faster 
than import prices. 


II 

Economic Strategy for Britain 

The policy problems presented by this 
outlook are formidable. It is not often 
that a government finds itself confronting 
the possibility of a simultaneous failure 
to achieve all four of the main objectives 
of policy—ft) adequate economic growth, 
(2) full employment, (3) a satisfactory 
balance of payments and (4) reasonably 
stable prices. 

The problems will be : How to check 
the rise in unemployment without also 
halting the improvement in the balance 
of payments; how to begin the process of 
slowing down the rise of prices; and how 
to preserve as much as possible of the 
upswing in.private investment which was 
in train before the oil and coal crises 
began. 

One of this year's difficulties will be to 
identify the underlying trends in the eco¬ 
nomy. The pattern of the dip in output 
and subsequent recovery —given the time 
lag before statistics arc published “-will 
remain uncertain until the end of the 
year. There is a risk that the enormous 
balance of payments deficit of the early 
months of the year will induce the govern¬ 
ment to take deflationary measures, 
the impact of which would come later 
in the year when unemployment i.i 
rising. 

The initial problem with the balance of 
payments will be to cover the deficit of 
the first half year, and to prevent it from 
forcing the exchange rate substantially 
further down for any length of time. This 
probably requires government borrowing 
from the International Monetary Fund or 
from other central banks; the expedient 
of encouraging nationalised industries to 
borrow abroad will hardly be adequate 
and, in any case, it is much more expen¬ 
sive. 


By the end of the year, on unchanged 
policies, the deflation in the system may 
be sufficient to bring about a fairly rapid 
balance of payments improvement, hut 
at the cost of rising unemployment and 
of a negligible increase in output. If we 
accept that the industrial countries should 
not try to eliminate the deficit caused by 
higher oil prices, then a sensible payments 
targets for 1975 for the UK is a current 
deficit of perhaps £1,000 to £1,500 million 
depending on what the level of oil prices 
then is. (This is less than the UK share 
of the oil price deficit, on the grounds 
that there will be substantial foreign 
borrowing to repay). The problem will be 
to hit that target without causing unac¬ 
ceptable unemployment. 

During the election, Mr Healey de¬ 
nounced Mr Barber’s heavy deficit financ¬ 
ing of the budget and said that priority 
must be given to growth and full employ¬ 
ment. This implies that Mr Healey consi¬ 
ders that the way out of the dilemma 
cited above is to make exports, not home 
demand, the main regulator of output and 
employment. On this the National Insti¬ 
tute agrees that it is indeed desirable that 
reflation should come from exports and 
manufacturing investment, but it 
adds wryly that this is easier said than 
done ! 

faster rise 

The Institute doubts that it is wise to 
try further to stimulate exports by en¬ 
couraging the exchange rale to fall further 
this year. From mid-1972 to autumn, 
1973 the relative export price index for ! 
manufactured goods -relative to the indi¬ 
ces of other industrial countries—fell 10 
per cent, which suggests that many UK 
exports must now be under priced. The : 
exchange market is apt to push a weak 
floating currency too far down, arid a 
strong floating currency too far up. As' 
it is, the Institute assumes (hat the exist¬ 
ing undervaluation will lead to a faster 
rise in UK than in world exports, but it 
doubts whether further devaluation would 
do much to accelerate this rise. In this 
situation waiting for exports to raise the 
level of output could necessitate a high 
level of unemployment for a long time. 1 
cannot, however, help suspecting that this 
proposition - that at the present"exchange 
rate exports will not take up any slack 
created in home demand--will be rejected 
by Mr Healey in his budget. 

Further, private investment has always 
in the past tended to follow, rather than 
to lead a rise in output; on unchanged 
policies, against a background of rising 
unemployment in 1975, it would be diffi¬ 
cult, by grants or higher investment allow- 
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ancev to stimulate muc^ of an invest¬ 
ment boom. There may, ^however, be 
iiraiied scop: for fiscal action. The prob¬ 
lem now that the strike is over could 
wolt be, not so much to stimulate n*w 
nvcstmsrnt, but to prevent the postpone- 
riK'ni or cancellation of projects which had 
reached an advanced stage before the 
crisis. One form or another of financial 
aid might rescue such projects. 

The Institute boldly takes the view 
that the government should take no further 
deflationary action in the budget. It should 
Stand ready to increase demand towards 
the end of the year, preferably using 
instruments such as subsidies or indirect 
iaxes which will help to moderate the 
price rise. The Institute states bluntly 
that if the effects of such reflection in the 
UK in the midst of the world recession 
were to hinder the improvement in the 
balance of payments, then that would 
be a matter for the agenda of international 
discussions about the acceptable inter¬ 
national pattern of balance of payments 
deficits in 1974-75. Given the payments 
savings which the UK will gain from 
North Sea oil in the later 1970s, foreign 
leaders should have no reason to be 
anxious about repayment. If international 
agreement on adequate borrowing cannot 
he reached the Institute considers that it 
would then be better to impose restric¬ 
tions rather than to accept prolonged high 
unemployment. 

rise in prices 

On prices, the problem will be to decide 
whether to let Stage 3 run its course or to 
attempt to tighten it up in some way. The 
assumptions underlying the initial calcu¬ 
lations of Stage 3 have, of course, gone 
by the board. In October, it was reckoned 
that there was a reasonable chance that 
retail prices would rise by only seven per 
cent during the coming year, that import 
prices would at least level off, and that 
national output would be rising at three 
per cent a year. Now the cumulative effect 
of the oil price rise, the further increase 
in other raw material prices, and the 
impact on costs of the three-day week, 
make it likely that the seven per cent 
boundary will be crossed (on unchanged 
policies) between March and May. The 
threshold provisions of wage agreements 
will then come into force, the effect of 
which, when they work through to prices, 
will probably account for one or two 
points of the 14/18 per cent price rise 
expected through the year. 

Although the assumptions of Stage 3 
have been shattered, the Institute holds 
that there are strong arguments against 
attempting to change it. The main argu- 
J ment is one of confidence. The Institute 


believes that an incomes policy h likely 
to be a permanent feature and not a 
temporary device. It is therefore impor¬ 
tant to build up confidence in it and it is 
worth some short-term loss for this long 
term gain. 

higher taxation 

The Institute docs, however, offer a 
possible answer to the Chancellor’s dilem¬ 
ma, an answer which Mr Healey is likely 
to view with favour : this is that rather 
than abolish the threshold, it might be 
possible to reduce its impact. One method 
would be to extend further the existing 
subsidies which, in the Institute’s judge¬ 
ment, should be paid for out of higher 
taxation. (About £500 million is needed in 
subsidies to save one per cent of the retail 
price index). Another idea would be that 
payments for the “threshold addition” 
should be paid by the government not by 
the employer—again, offset partly by 
higher direct taxation. The point of this 
would be that the payments would not 
work through costs into prices and so the 
threshold agreement would be prevented 
from giving a further twist to the inflat ion¬ 
ary spiral. 

On this view, Mr Healey should raise 
taxes but give back in subsidies with one 
hand that he takes with the other, as part 
of his strategy against inflation. 

The longer term form of incomes 
policy—-and particularly whether it is 
to be voluntary or statutory— is an issue 
between the political parties. For any 
form of incomes policy, it remains true 
that if any progress is to be made in the 
next few years in slowing down inflation, 
the annual rise in money earnings will 
have to come down : and this will be 
particularly difficult to achieve at the 
end of this year when it is likely that the 
standard of living of the average wage 
earner will have fallen significantly. This 
suggests, after October, that there will 
have to be a lower general norm, but 
with more allowance lor “special cases”, 
including possibly some concessions of 
expediency to bargaming power, which is 
the Institute's pretty euphemism for kow¬ 
towing to the trade unions. The institute 
hastens to add, however, that there should 
be a pre-arranged limit to the total sum 
available to the Relativities Board for 
“special cases”. 

So much for policies concerning the 
price level. There is also a specific policy 
on relative prices concerning the 
price of energy. Over most of the postwar 
years, energy policy in the UK, as in 
other industrial countries, has stressed 
cheapness and plentiful supply. After the 
events of the last six months, the quest ton 


is whether energy policy should be shifted 
towards saving energy rather than stimu¬ 
lating consumption. 

Clearly such a policy should be carried 
out slowly, because the size of the adjust¬ 
ment is considerable. Since no new 
deflationary effect is needed, there should 
be an offset in reductions in indirect iaxes 
or increases in subsidies elsewhere. There 
offsetting changes should be designed to 
counter some of the unfortunate redistri¬ 
butional effects of a rise in energy prices. 

Ill 

The Oil Crisis 

The oil crisis creates several interlock¬ 
ing international problems. Attempts at 
the national solutions are likely to be self- 
defeating. There is the problem of finding 
a more reasonable method of setting oil 
prices and negotiating supplies; the pre¬ 
sent unilateral producers* decisions on 
prices, and miscellaneous bilateral nego¬ 
tiations on supplies, are unsatisfactory. 

Some way must be found io channel 
back to the non-oil producing developing 
countries the additional sums which they 
will be paying for oil; as things stand, 
these sums seem likely to end up as loans 
from the oil producers to the industrial 
countries in whose currencies they hold 
their asscls. International agreement is 
also needed about the form in which the 
oil producers hold the massive new accre- 
tions to their wealth. In short, wc need 
negotiations to evolve a system by which 
the price of oil is agreed between producer* 
and consumers; by which there is u world- 
wide system of financing to enable oil 
producers to develop and diversify tbcii 
economies; by which industrial countries 
produce the machinery and technical aid 
and by which the non-oil-producing deve- 
loping countries can continue their devc 
lopment without having their limitec 
export earnings swallowed by huge oi 
price increases. 

The impact of the oil price rise oi 
individual industrial countries will b< 
severely deflationary. The danger is tha 
they may react by intensifying the defla 
tion which the oil price rise causes; the; 
may try by deflation or devaluation t< 
push their share of the oil deficit onto thei 
neighbours. If they net jointly they cai 
avert this deflationary impact. Inter 
national agreement is needed on a compa 
tible set of target deficits, and on th< 
reflationary policies needed to achiev 
them. 

On all these questions, it is- vital tha 
advance should be quickly made in rurpift; 
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the ideal solutions widely suggested into 
practical arrangements. Individual coun¬ 
tries can only settle on reasonable domes¬ 
tic policies when they see what world 
developments arc likely to be. 

IV 

The British Economy 

The rise in demand and output had 
already slowed substantially in the fourth 
quarter of 1973. Since then two defla¬ 
tionary events have occurred : Mr Barber's 
public expenditure cuts and the December 
rise in oil prices. Although the Institute's 
forecasts contain more surmise than 
usual, they suggest strongly that, on 
unchanged policies, the UK economy 
will move into recession in the second half 
of 1974. 

This would normally lead to recommen¬ 
dations for reflation in Mr Healey's 


budget. There is, however, the double 
complication of the aftermath of the three- 
day week and the balance of payments 
deficit which it will be currently accentua¬ 
ting. For some time during the recovery 
period the effect of the three-day week 
will be to depress output more than dis¬ 
posable income and thus create a tempo¬ 
rary inflationary gap which will probably 
be bridged mainly by lower stocks, exports 
and higher imports. 

The Institute believes that on balance 
a neutral budget would be best, so long 
as thero is a clear intention of reflating 
later in the year if unemployment conti¬ 
nues to rise, as it probably will. If other 
countries are unwilling to allow the UK 
a “full employment" payments deficit in 
the interim between now and the arrival 
of North Sea oil, the Institute considers 
that import restrictions would be justified. 

There are, however, certain fiscal chan¬ 


ges which might be helpful in the course 
of 1974. If they were introduced early on, 
they would probably have to be offset by 
an increase in income tax; later in the 
year if the case for reflation becomes 
clearer, the offset could be less. The 
institute holds that it is better to keep 
Stage 3 basically as it is in order to main¬ 
tain confidence in incomes policy. The 
effects of the threshold agreement could, 
however, be mitigated by subsidies. Se¬ 
condly, the Institute suggests that financial 
aid might be needed to salvage os much 
as possible of this year's private invest¬ 
ment plans. 

Finally, in the medium term there is a 
strong case for another tax and price 
readjustment to raise the price of energy; 
then the compensating tax reductions or 
subsidy increases should be designed to 
prevent the change from having a regres¬ 
sive effect. 


Progress standing still 'rr 


Europe at the moment is making the 
most difficult sort of progress: progress 
standing still — the type one makes when 
standing in a moving lift. To all appear¬ 
ances there is no progress, but a steady 
evolution is going on. Governments conie 
and go - especially in Britain, Italy and 
Belgium — and discords are the rule lor 
the time being in west Europe’s Common 
Market, but they arc inevitable as Europe 
and the rest of the world adjust slowly 
to a new set of circumstances. National 
instincts of self-protection surface aud evi¬ 
dence of cooperation recedes as the dan¬ 
gers of inflation increase, as the price for 
fuelling industry, for transport and heat¬ 
ing homes steadily rises with no limit in 
clear view. 

The nations and their governments 
arc frightened and, like most nervous 
people, quarrel. There is uneasy hut 
inescapable realization thut the de¬ 
cade of high growth rates enjoyed in the 
sixties has passed and the inclination is to 
scurry for the well-tried home of national¬ 
ism and to distrust the organisations of 
international cooperation. If west Europe’s 
Common Market seems to be in a period 
of some stagnation, so also is the United 
Nations apparently weaker than a lew 
years ago and the organ of international 
trade, the General Agreement on Tariffs 
and Trade, has become a slow-moving 
vehicle. There is no prospect today of 
anything like the GATT Kennedy Round 
of ten years ago. 

This fact of the self-protective resurgence 


of nationalism in west Europe lies below 
the current irritation with the Europeans 
expressed with some sharpness by Presi¬ 
dent Nixon and his secretary of state. 
The concept of union and of bigness is 
natural to the 200-years-oId United States 
but, at the present time, Washington would 
do well to remember that its Jirst 120 
years were characterized by attempts at 
recession and a cruel civil war and that 
its expansion westwards was still a rela¬ 
tively new thing even at the beginning of 
this century. 

There is no parallel in western 
Europe to the United States’ experi¬ 
ence — there is far more in Russian ex¬ 
pansion eastwards, also in the last century, 
pushing back th * Chinese border and rea¬ 
ching, like the Americans, to the Pacific. 
The different historic experiences of the 
two areas often make cooperation bet¬ 
ween the USA and western Europe very 
difficult, and the present time is one of 
them. The international ill repute of 
Europe for discord, obstinate self-seeking 
approaches to the oil-producing count¬ 
ries, and lack of understanding of Ameri¬ 
can concepts is due largely to the fact that 
the international publicity voice of the 
USA is louder than those of all the west 
European press and radios put together. 
The American is used to centralized autho¬ 
rity; the European distrusts it. Whereas 
the American is accustomed to looking 
overseas and worldwide in his affairs the 
European and his Common Market 
are instinctively inwards-looking and de¬ 


fensive. The cooperation or the Six was 
easier than the cooperation required now 
between the Nine, 

The British resliveness is the clearest 
but not the only example of nationalism 
finding many frictions in adjusting 
to cooperation within the Market; 
France was absent from the Market\s coun¬ 
cils for over six months in the sixties on 
what it considered a matter of self-inte¬ 
rest. The intensely legal-minded charac¬ 
ter of the Market’s founder-members 
and of its Commission rubs the national 
interests of the major members very much 
the wrong way at times; the unrelenting 
and inelastic respect for international 
treaties, especially that of Rome, makes 
little or no allowance for ingrained na¬ 
tional interests or for changing world 
economic circumstances. 

At the time when the Labour govern¬ 
ment of Britain - a frail authority which 
may be of very short life — is cautiously 
feeling its way towards challenging the 
Market’s agricultural policy and eventu¬ 
ally to rcopm the question of the terms 
or its membership, it is significant to recall 
how this Mrrket characteristic of legalism 
has shaped and hardened the European 
Community’s projects. The idea of unity 
was attractive in the abstract even to the 
individualistic Europeans after their night¬ 
mare of the second World War and its 
painful recovery period. Europe’s night¬ 
mare may even be said to have begun with 
the first world war in 1914* followed by 
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the attempt at world unity through the 
League of Nations whteh ^ollapsed before 
the fascism of Italy, Spain and nazi Ger¬ 
many and after years of economic collapse. 
Lor 40 years, from 1914 to 1954, Europe 
saw no unity and its concept as expressed 
by Monnct appeared as something of a new 
dawn to the still convalescent nations. 
But legalism has taken over that idea of 
unity and moulded it into a hard, defined 
programme m something of a hurry. 

rigid timetable 

National flag-having and devotion to 
a legalistic approach began at the summit 
meeting in Paris in 1972 when a rigid time¬ 
table for the Community's development 
was laid down, set to reach fulfilment by 
1980. Only recently Herr Seheel, the West 
German Foreign minister, saw no reason 
to doubt the possibility that this programme 
could be carried out but both the French 
and German minds have a fondness for 
definition not shared universally. The 
Market programme makes extravagant- 
claims for the benefits of European unity. 
It has failed to make clear for what pur¬ 
pose that unity, if ever achieved or how 
far, will be used. If it is to be mainly an¬ 
other pressure group that unity would 
probably remain better not achieved; if 
it is to be an organisation in which each 
member is concerned chiefly with what they 
will get out of it as balanced against what 
t hey have to pay or give up the fut urc Mar¬ 
ket will be far too narrow in its viewpoint 
for international or even west European 
well-being. The advantages of Market 
unity for its individual members cannot be 
quantified only in terms of payment and 
surrender against profit and influence. 
The chief benefit of a truly unified Market 
will be stability in politics and in trading. 
Already the much-criticizcd farm policy 
has resulted in overall food prices within 
the Market area tending to be lower than 
world prices. If this trend continues, the 
Market will be an envied haven of stability 
and lower food prices. 

At the moment, weM Europe is an area 
with several unstable national govern¬ 
ments, with its full share of world infla¬ 
tion and a threat of increasing unemploy¬ 
ment. It faces a highly competitive 
United States tn commerce and banking, 
a Middle East apparently able to charge 


wkat it pleases for the fuels of industry, 
locomotion and some domestic use and an 
apparently solid block of east Europe able 
and willing to trade only if given cheap 
terms for long-dated loans. 

To face thes circumstances it 
has a European Community based 
on an outdated treaty, working to 
a programme ovcr-rigidly fixed and 
with members suspicious of being 
hampered by the Market instilutions. 
Norway’s refusal to join, British and 
Danish suspicion that essential decision¬ 
making will be removed from them to 
Brussels arc indications of weakness that 
is damaging in an increasingly expensive 
and competitive world. The weakness is 
increased because the Community is an 
integration of established, jealous and 
historically very diverse societies. For this 
reason national distrusts of the Market 
arc probably stronger than states’ resent¬ 
ments of the power of the federal 


machine ip the USA. 

Current experiences may help to make 
Market more real than its own schedule of 
stages in unity. The French, who split 
once again from their Market associates 
during the Washington talks over the ener¬ 
gy question, begin to realize that no one 
can give the Arabs enough to buy them 
off. West Europe’s only hope of bargain¬ 
ing for reasonable terms is a joint app¬ 
roach, as consumers, with the USA to 
oil-producing countries whether in the 
Middle East or elsewhere. Similarly, 
unity can best be evolved, rather than 
achieved, in such joint efforts as the current 
long-term trade talks in GATT and in the 
Community’s negotiations with 40 African 
and Caribbean countries. A basic coin¬ 
cidence of interests is the surest bond and 
it remain to be seen whether the Market 
summit meeting in Bonn next May can 
succeed in making this point sufficiently 
clear. 


Microfilm lEdition of Eastern Economist 


EASTERN ECONOMIST, for the benefit of Its readers, both at 
home and abroad, has mads arrangements with University Microfilm? 
of Ann Arbor, Michigan, USA, for the latter undertaking the reproduc¬ 
tion of Eastern Economist on microfilm and through xerographic 
copies. 

This arrangement covers for the present back Issues of Eastern 
Economist starting from January 1971. The question of Including issues 
from earlier years In this arrangement Is under consideration. 

University Microfilms will be sending the relevant literature to 
prospective microfilm subscribers. It is believed that this service 
will be of particular Interest and value to libraries, business houses, 
firms, government offices and other institutions which may find It useful 
to maintain files of Eastern Economist for record and reference. 

Prospective microfilm subscribers may address their enquiries to: 
Serial Publications University Microfilms, 300 North Zeeb Road, Ann 
Arbor, Michigan 48106, USA. 


*»♦+»♦♦tees»»♦♦♦♦♦♦♦♦♦♦»♦♦»♦ 


628 MARCH 22,1974 


tASlliRN ECONOMIST 


Curious, indeod, was the 

reaction in Parliament to certain observa¬ 
tions made by the World Bank in its 
report on the state of the Indian economy 
to the consortium of countries giving 
development assistance to India. These 
passages related to dangerous gaps 
in, as well as urgent needs of, India’s de¬ 
velopment programme in the coming 
years. Ordinarily I should have expec¬ 
ted members of Parliament to be con¬ 
cerned primarily with the substance of the 
World Bank’s evaluation or showing inte¬ 
rest mainly in how the government of 
India intended to deal with the problems 
and difficulties pointed out in the report. 
Mr Chavan, however, was questioned over 
and over again only on how the report, 
although considered to be a confidential 
document for the benefit of the govern¬ 
ments of the consortium countries, hap¬ 
pened to find unauthorised publication in 
some American newspapers. What seem¬ 
ed to irk some of the members of Parlia¬ 
ment was the possibility that the World 
Bank might have had some sinister motives 
and connived at illegitimate publicity for 
the adverse aspects of the Tndiun economic 
situation or performance. The predict¬ 
able result was that the much more ma¬ 
terial point, which was the correctness or 
relevance of the World Bank’s judgments 
on some aspects of the Indian economy 
received but little notice. 

1 personally believe of course that the 
‘confidentiality’, to quote a Nixon word, 
of such documents can be grossly exagge¬ 
rated. Aside from the fact that the pro¬ 
cesses and procedures of the preparation 
and distribution of these reports make it 
virtually impossible for the concerned 
organization to insure against leaks, the 
question arises whether it is worth any¬ 
body’s while at all to endeavour laboriou¬ 
sly to guard the secrecy of papers of 
this kind. As a matter of fact, 1 would 
argue that the government of India, which 
receives a copy of the report at the same 
time as members of the consortium, 
should have immediately either asked 
the World Bank to publish the report 
as early as possible or itself arranged for 
its being given publicity in our country. 
After all, these reports are not some kind 
of a black document the purpose of which 


is to condemn or denounce. They arc 
in the nature of fairly objective and rea¬ 
sonably competent assessments, of the 
economic situation or policies of a given 
country by a body of experts. I do not 
think that cither this country or anybody 
else stands to lose if this kind of a report 
is made to see the light of day promptly. 
1 would even go further and say that the 
people of India have as much right as the 
government of India to know how an inter¬ 
national institution views the economic 
outlook for this country. 

It is not President Nixon 

only whom the French government 
has been rubbing on the wrong side. 
Chairman Mao Tsc-tung is no less annoy¬ 
ed. While Paris’s independent European 
policy has driven Dr Kissinger up the 
wall, the Pompidou government has 
succeeded in sending into hysterics the 
Chinese embassy in the French capital 
which has taken offence at a French film 
conicdy about an imaginary invasion and 
occupation of France by the Chinese. 
Although the intention of the film, apart 
from its natural aim to entertain, seems to 
be to parody French morals and manners 
in circumstances of a national crisis, 
Peking is evidently unable to sec it that 
way. An official spokesman of the Chinese 
embassy in Paris complained that the 
Chinese People’s Army had been ridiculed 
and calumniated in the film and the mo¬ 
dem Chinese theatre, the works of which 
are the fruit of the Cultural Revolution, 
had been held up to derision. He also 
protested against the French government 
tolerating the release of such a film and 
warned that Paris should not ignore the 
consequences of this attitude on its part 
on the relations between the two count¬ 
ries. 

The producer of the film, M. Jean Yannc, 
however, was more amused than upset. 
Besides the fact that his production had 
received enormous pre-show publicity— 
free, gratis and for nothing —, he was 
quick to the knowledge that he had be¬ 
come something of an international cele¬ 
brity overnight. Living fully up to his new 
role, he blandly declared at a radio inter¬ 
view that if the Chinese, who had not yet 
seen the film, were still worried by it alter 
doing so, then that would indeed be seri¬ 
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ous because 800 million people without 
a sense of humour were more dangerous 
than 800 million belligerent people. 

I wonder whether to the 

S00 million Chinese possibly without a 
sense of humour we should also be add¬ 
ing about 600 million Indians suffering 
from a like deprivation. There has been 
some fuss in this country over the remark 
obviously made with mock seriousness 
by the US ambassador in India that per¬ 
haps the Indian Ocean should be named 
the Sea of Madagascar so that the govern 
ment of India could be spared exercising 
itself over Diego Garcia. U is not sur¬ 
prising of course that certain professional 
anti-American elements in the country 
should have tried to stir up trouble for 
Mr Moynihan with the Indian people or 
the Indian government by pretending to 
read sinister meanings into this remark of 
his which was so obviously in the lighter 
vein, but it is serious business, indeed, when 
such a staid and sober person as our minis¬ 
ter for External Affairs lapses into harsh 
language against so venial an offence. 
Could it be that as a people we are also 
getting to be without a sense of humour 
- -another result, perhaps, of Mrs Gandhi’s 
purposeful government ? It should not 
have been difficult for Mr SWaran 
Singh, who has vast experience and 
training in the small talk of diplomacy as 
well as its subtleties and sophistication, 
to have shown a sense of proportion and 
countered Mr Moynihan’s remark with 
some equally humorous sally if he could 
have thought of one. 


It might conceivably be 

one of the achievements of the 
Cultural Revolution that it has more 
or less successfully proscribed a 
sense of humour among the Chinese 
people but, especially in the circums¬ 
tances now prevailing in our country, 
it is neither possible nor desirable for our 
people or their political leaders to dispense 
with a sense of humour. Last week, in 
Bombay, I huppened to overhear two 
young men at a restaurant. One was 
saying to the other that, after all, they 
were Maharashtrians first and Indians 
last. The second shook his head and 
offered his own modified version that they 
were Maharashtrians first and Indians 


next, not fast. It is easy to become choleric 
over expressions of such sentiments es¬ 
pecially by our youth, but what struck 
me was that there were still young men in 
our country who—in spite of their frustra¬ 
tions and a mood of resentment, whether 
justified or not — were prepared to give a 
place to India 
immediately after. 
their own direct f 
needs or problems. 


VIB 


BASTBRN ECONOMIST 


629 


MARCH 22,1974 




WINDS 


Oil from Bombay High 

The Petroleum and Chemi¬ 
cals minister, Mr D.K. Bo- 
rooah, informed the Rajya 
Subha on March, H that oil 
had been struck m the third 
layer of the lirst well in the 
Bombay High. He added that 
the oil had been struck at a 
lesser depth than expected and 
was of high quality. Oil had 
already been struck in the lirst 
and second layers of the well. 
Mr Borooah slated that an oil 
strike was a matter of luck. 
A spokesman of the Petroleum 
ministry later explained to 
newsmen that while continuing 
with the drilling of the lirst 
well in Bombay High structure 
to its projected depth of 2,0C0 
metres, drillers had encoun¬ 
tered a third layei of limestone 
which also contained oil. The 
first oil strike was made at 
a depth of %2 metres, the 
second at 1,400 metres and the 
present strike at over 1,600 
metres. Drilling would conti¬ 
nue to reach the projected depth 
01*2,(100 metres. 

The Oil and Natural Gas 
Commission may commence 
trial production in Bombay 
High sooner than expected, 
possibly within two years, if 
the present promising trend is 
maintained. The spokesman 
stated that normally produc¬ 
tion of oil would begin only 
after delineation of the whole 
structure, which might take 
between four to five yers. The 
commission was now thinking 
of drilling a lew wells in the 
vicinity of the present well in 
such a way that they could be 
put to trial production without 
any undue delay. 

Shell, Caltex 
Demand More 

Bunnah-Shell and Caltex 
have demanded higher prices, 


with retrospective effect from 
last year, for the crude oil im¬ 
ported by them for their re¬ 
fineries in India. The increases 
sought are not related, as in 
the past, to any price hike by 
the OPEC. The oil companies 
have asked higher imported 
prices partly on account 
of the sulphur content m 
crude oil and parly on an 
anticipated increase in the 
price of the ‘participation’ 
crude. The union government 
is not satisfied with the rea¬ 
sons advanced by them for the 
demand. 

Barr.mh-Shell and Caltex have 
sought a retrospective increase 
in the price of light Iranian oil 
imported by them between 
October 16 and December 31, 
1973 from $3.80 to $4.26 
a barrel. The price of $3.80 
for a barrel was fixed under 
the Kuwaiti formula adopted 
by the OPEC on October 16, 
1973. The latest increase if 
granted would raise the im¬ 
ported price by 45 cents per 
barrel. 

Consultancy Services 
Abroad 

The union government has 
decided to give financial assis¬ 
tance to the Indian consul¬ 
tancy organisations in their 
export efforts. This will help 
them in promoting their mar¬ 
ket surveys abroad, opening 
foreign offices, strengthening 
publicity campaigns etc., 
particularly in the developing 
countries, where there is a 
great potential for supply of 
consultancy services. For ob¬ 
taining financial assistance, the 
consultancy organisations will 
have to get themselves regis¬ 
tered with the Federation of 
Indian Export Organisations at 
New Delhi. The registration 
will be based on the their past 
experience in the field and 


proved specialisation ^ under¬ 
take foreign assignments. The 
organisation should have a 
minimum annual turn-over of 
Rs 10 lakhs with foreign ex* 
change earnings of at least 
two lakhs of rupees. 

Air-lndia Raises Fares 

Air fares from India to 
Europe, Australia and other 
Asian countries have been 
raised by seven per cent re¬ 
cently. For America, a similar 
increase will come into force 
from April I. The last in¬ 
crease of six per cent in inter¬ 
national air fares was on Janu¬ 
ary I. Despite the new fare, 
hike is expected to fetch an 
additional revenue of Rs 15 
crores. Air-lndia is likely to 
recocrd losses in 1974-75. 

Technology Award 
for SASMIRA 

The Silk & Art Ailk Mills’ 
Research Association (SAS¬ 
MIRA) has won the Indian 
Merchants* Chamber Award for 
the % year 1972 for outstanding 
achievement in technological 
research in the man-made 
textile industry. The Cham¬ 
ber’s citation presented to 
Sasmira refers to the commen¬ 
dable services rendered to the 
man-made textile industry and 
the significant contribution in 
technological research in the 
field of man-made fibres and 
fabrics. In establishing Sas- 
mira’s Institute of Man-made 
Textiles, Sasmira has done a 
pioneering service in building 
up a cadre of competent tech¬ 
nologists for the man-made 
textile industry. Again, in 
setting up of Sasmiia’s School 
of Textile Management and 
Marketing, Sasmira has pionee¬ 
red to provide a managerial 
and marketing cadre with tech¬ 
nological background for the 
textile industry. 

Need for More 
fertilisers 

Concerted action on the pari 
of everyone concerned with 
food production and distribu¬ 
tion for improving the availa¬ 
bility of fertilizer and energy 
for agricultural production in 
the developing countries was 
stressed by Mr Fakhruddifl Ali 
Ahmed, union minister of 
Agriculture, recently. The 


minister Was presiding over the 
function for the presentation of 
Borlaug Award to Dr M.D. 
Pathak. The minister stated 
that the government was hav¬ 
ing increasing collaboration 
with international research 
institutes like the one in Mexi¬ 
co where Dr Borluag worked 
or the one in Philippines where 
Dr Pathak was working at pre¬ 
sent. He considered the estab¬ 
lishment of such international 
institutes including the one for 
Dry Farming at Hyderabad as 
one of the most significant 
developments in the recent 
agricultural history. 

Canadian Bank in Delhi 

The Bank of Montreal, one of 
Canada’s leading banks, has 
recently opened a representa¬ 
tive office at the Ashoka Hotel, 
New Delhi. This is the first 
ever Canadian bank to open 
an office in India and the 
bank’s latest addition to its 
world-wide operations. Mr 
V.C. Vjjaya Raghavan, a for¬ 
mer career diplomat, has been 
appointed Senior Represen¬ 
tative for India. The sphere 
of activities of Mr Vijaya 
Raghavan will also include 
Bangla Desh, Sri Lanka and 
Nepal. Mr J.D. van Oenen, 
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Executive Vice‘President, In¬ 
ternational, Banking, who was 
in New Delhi recently in con¬ 
nection with the opening of the 
new office, stated that the fac¬ 
tors that influenced the deci¬ 
sion to open the office in New 
Delhi were the substantial 
Canadian aid programme and 
the rapidly developing interest 
of Canadian businessmen in 
India. The office will strengthen 
and complement the bankV 
international operations in 
Asia. The Bank of Montreal 
has 1,186 branches in Canada 
and 36 offices and branches in 
17 countries throughout the 
world, with total assets of 
Rs 116 billion. 

Improved System of 
Project Construction 

The union minister for Irri¬ 
gation and Power, Mr K.C. 
Pant, has called for changes in 
systems of management, pro¬ 
jection construction, material 
handling and financing to 
achieve the ambitious targets 
in the power and irrigation sec¬ 
tors in the fifth Plan. Action 
in this regard, he said, has been 
initiated. The achievement of 
an average performance of three 
and a half times the present an¬ 
nual rate in the field of power 
during the fifth Plan was not 
an easy task, but had to be 
implemented, Mr Pant told 
the annual meeting of the 
Institiftion of Engineers, at 
Roorkee recently. 

Leipzig Fair 

* Mr Willy Sloph, Chairman 
of the Council of Ministers, 
German Democratic Republic, 
accompanied by other dignita¬ 
ries of GDR Government 
visited recently the Indian 
Pavilion at the Leipzig Spring 
Fair. Mr Stoph appreciated 
the comprehensive range of 
Indian exhibits in attractive 
setting. The miniature electro¬ 
nic calculator on show in the 
Pavilion attracted particular 
attention of Mr Stoph. GDR 
Radio and TV played up the 
Electronic Calculator as a sym¬ 
bol of India's rapid industrial 
growth and sophistication. 

Exhibits of 71 participants are 
on display in the Indian Pavi- 
Uon* covering ipetal and rubber 
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hardness testing machines, 
cement concrete testers, petrol 
metering unit, sanitary fittings, 
hardware, electrical stampings, 
cables wires and ropes, auto¬ 
mobile spares, electric motors, 
cutting tools, desk and pocket 
calculators, transitor radios and 
batteries, knitting machine, coir 
and coir products, jute manu¬ 
factures, linoleum, textiles in¬ 
cluding hosiery and ready-to- 
wear, leather products, handi¬ 
crafts including semi-precious 
stones, oil seeds, crushed bones, 
chemicals and dye-stuff, food 
products and tobacco. The 
Fair, which started on March 
10 continued upto March 17, 
1974. 

India in IKOFA 74 

This country will be one of 
the 43 participating countries 
in IKOFA 1974. This Inter¬ 
national Food Fair is one of the 
most important lairs for the 
European food industry. The 
whole range of goods displayed 
will be divided into three main 
sections: (I) Food and high 
class groceries (sweets, potato 
products, spirits, deep frozen 
foods, etc.) (2) Non-food arti¬ 
cles (gifts, household articles, 
textiles, toilet articles, etc.) 
(3) Technical goods (aircondi¬ 
tioning plants, refrigerating 
plants, labelling machines, 
cashdesk, packing equip¬ 
ment, etc.) In the last IKOFA 
in 1972, India participated 
with considerable success. At 
the national stall of a size of 
150 sq. metres mainly the 
following goods had been dis¬ 
played there: tea, spices, nuts 
(especially cashew nuts), frog 
legs, lobsters, crabs, fruit 
(mangoes, papayas, etc.), mush¬ 
rooms. 

Sugar Plant in Uganda 

A sugar plant, with a produc¬ 
tion capacity of 1,250 tonnes 
of cane sugar per day, is being 
setup at Kinyala in Uganda. 
Walchandnagar Industries, has 
bagged the order for the en¬ 
tire plant and machinery, 
while Siemens India are to 
supply the complete electrical 
equipment, which includes 
switch boards, cables, and mul- 
tispeed and single-speed sugar 
centrifuge motors with sophis¬ 
ticated control panels. This is 
first sugar plant to be supplied 


on a turn-key basis from " 
India. 

Diversification of Machi¬ 
nery Manufacurmg 

The union govrnmem has 
decided to give more freedom 
to machinery manufacturing 
units for, undertaking diversi¬ 
fication. Even those units be¬ 
longing to larger industrial 
houses can now freely diversify 
thir production into any of ihe 
items within the range of the in¬ 
dustrial machinery schedule up 
to their licensed capacity. The 
procedure of obtaining the 
necessary permission has also 
been simplified. The ministry 
of Heavy Industry has been 
authorised to give approvals 
to such diversification schemes. 
Undertakings engaged in the 
manufacture of industrial ma¬ 
chinery have the flexibility to 
produce different types of 
equipment based on substantia- 
ally the same fabricating facili¬ 
ties but with appropriate 
changes in the design and en¬ 
gineering inputs. Facilities 
provided to machinery indust¬ 
ries to diversify into new items 
of equipment is reckoned to 
ensure not only fuller utilisa¬ 
tion of the fabricating and de¬ 
sign capacities but also in cur¬ 
tailing the bill for import of 
capital goods. 

Exports to West 
Germany 

In 1973 were India's exports 
to W. Germany were up by abou 
19% per cent compared to 1972 
figures, and as such reached 
the amount of German Mark 
(DM) 3.96 crores (provisional), 
which is the peak since inde¬ 
pendence. Imports from Ger¬ 
many on the other hand dec¬ 
lined by about 7 percent to I>M 
68.94 crorcs (provisional). Thus 
in 1973, there is a narrowing 
of the trade gap by about 23 
per cent, (table below) 

Names in the News 

Mr JJS. Monga, the Exe¬ 
cutive Director of Usha Sales 


The Economist 
Intelligence Unit, 
London 

JUST OUT: 

E1U WORLD OUTLOOK 1974 

Detailed country-by-country 
forecasts for 1974 of likely 
trends in the economics of 
J 50 countries - - a valuable 
guide at a lime of great eco¬ 
nomic uncertainly. 

Price £ 6.25 including air¬ 
mail charges. Available against 
Rupee payment, Rs. 118.75 
including airmail charges or 
at the special rale of Rs. 109.25 
to QER subscribers. Cheque 
in favour of J.A. Sluih should 
be included with the order. 

J.A. Shah, Exclusive Repre¬ 
sentative In India, 67 Marine 
Drive, Bombay 20. Telephone 
291283. 


Pvt. Ltd, Delhi, has been awar¬ 
ded the \SPIC* Silver Trophy 
for being‘The Marketing Mart 
of the Year*. At a special func¬ 
tion organised recently by In¬ 
dian Institute of Marketing 
Management at Vigyan Bha- 
wan. New Delhi, Mr D.P. 
Dh:ir, union minister for Plan¬ 
ning presented the award to 
Mr Monga. 

Mr Monga, an M.B.A. from 
the USA has an outstand¬ 
ing record in the field of mar¬ 
keting in India and abroad, 
having held senior positions 
with Burton Dixie Corpora¬ 
tion, Chicago and Singer India, 
before his current assignment 
with Usha Sales. 

Mr Monga is also visiting 
faculty member of various insti- 
tutions such as IIFT, IMM* 
DMA, EMMS, AMCON, 
Delhi University, Educational 
Institute of YMCA, etc. 


India's Trade with W. Germany 
_( In DM crores) 


1973 


197? 


1971 


Exports to Germany 
Imports to Germany 
Trade Gap 


33.9653 28.5443 25.7069 
68.9428 73.8992 64.5323 
34.9775 45.3549 38.8254 
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foryour skin. 



but is it good for your suit? 

Constant xposure to the sun can Qfve yoet 
•utt that old look. It gets faded and dull, it loaaa 
that newness, that elegance! A Jlyajee Suiting haa 
that brightness of colour, that fastness of colouit 
A Jiyajee Suiting has that lustre and a 
ishJe renge to offer. Yes. a Jlyajee Suiting 
can take the sun and a lot more, * 


mm *«§)SUrnNQ 

SHRTIMG& DRESS MATBVALS 
JfYAJttRAO COTTON MILLS CTO. BlRLANAGAJl (HU 
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COMPANY 

AFFAIRS 


Mahindra and Mahindra 

Mahindra & Mahindra Ltd 
has reported highly encourag¬ 
ing working results during the 
year ended October 31, 1973. 
With a smart rise in income 
from Rs 45.91 crores to Rs 
49.71 crorcs gross profit re¬ 
corded a handsome increase 
from Rs 3.17 crorcs to Rs 4.19 
crores in 1972*73. With accent 
on higher productivity and uti¬ 
lization of external facilities, 
the company was able to pro¬ 
duce vehicles beyond it ins¬ 
talled capacity. This has con¬ 
sequently contributed to the 
improved results. Out of the 
gross profit, tlie directors have 
appropriated Rs 122 lakhs to 
depreciation, reserve, Rs 11 
lakhs to contingency reserve 
and Rs 108 lakhs to taxation as 
against Rs 87 lakhs, Rs 1 lakh 
and Rs 62 lakhs provided 
respectively in 1971-72, The 
directors recommend an in¬ 
creased dividend of 14 per cent 
on equity shares, as against 12.5 
per-cent in the previous year. 

The growth in the sales turn¬ 
over of the Company has been 
satisfactory. In spite of acute 
power shortage, production 
increased from 13,504 to 14,216 
vehicles, while exports have al¬ 
most doubled from Rs 118 
lakhs to Rs 233 lakhs. In Octo¬ 
ber 1973, the company re¬ 
ceived approval from govern¬ 
ment to eitcci an increase in its 
price structure for vehicles by 
approximately 3,5 per cent. 
The previous price change was 
in June 1972 (after a lapse of 15 
months) which was also an in¬ 
crease of a modest nature. The 
steel division was able to main¬ 
tain its sales at the same level 
as was achieved the year be¬ 
fore, in spite of the acute short¬ 
age of steel supply all over the 
world. The order intake of the 
instrumentation and electro¬ 
nics division registered an in¬ 


crease of more than 17 per 
cent over the previous year. 

Warner Hindustan 

For administrative conveni¬ 
ence, the Board of Directors of 
Warner Hindustan Ltd decided 
to change the accounting year 
of the company from the year 
ending on December 31 to 
the year ending on Novem¬ 
ber 30 with effect from the 
year 1973. ^ Accordingly the 
working results of the company 
for 1973 cover 11-month period. 
The gross sales of the company 
for I he II month accounting 
period ended November 30, 
1973 was Rs 6.71 crores as 
against Rs 7.28 crores for the 
12 month period of 1972. The 
gross profit amountd to Rs 
1,23 crores as compared to Rs 
1.32 crores in the previous year. 
When compared on a 12 month 
period basis, the result for 
1973 shows a moderate growth 
in spite of the year beiitg one of 
the most difficult ones. The 
sicL profit has been arrived at 
after providing Rs 21.89 lakhs 
lor depreciation, Rs(>0.5l lakhs 
for taxation and Rs 3.13 lakhs 
for development rebate re 
serve. The previous year's pro¬ 
vision under the respective 
heads were 23.55 lakhs, Rs 67 
lakhs and Rs 2.65 lakhs. After 
taking into account Rs 18,727 
adjustments in respect of 
previous years an amount 
brought forward from previ¬ 
ous year, the amount available 
for appropiration is 37.35 lakhs. 
Out of this the Directors have 
appropriated Rs 2 lakhs for 
capital Redemption Reserve. 
Out of the balance, dividend on 
preference shares would ab¬ 
sorb Rs 1.38 lakhs (Rs 1.50 
lakhs) being proportionate for 
11-month period. The Direc¬ 
tors have transferred Rs 33.98 
lakhs (Rs 36.29 lakhs) to gene¬ 
ral reserve omt of which in¬ 
terim dividend on equity shares 


payable on March 13, 1974 will 
absorb Rs 17.64 lakhs. The 
directors have decided not to 
recommend any iinal dividend 
in view of the interim dividend 
of 18 per cent already declared 
which is the same as the total 
dividend paid for 1972. 

Kirloskar Brothers 

Kirloskar Brothers has re¬ 
ported further impressive work¬ 
ing results during the year 
ended July 31, 1973. This has 
enabled the directors to en¬ 
hance the equity dividend from 
eight per cent to twelve pet 
cent. With a sharp rise in 
turnover from Rs 12.83 crores 
to Rs 21.06 crores , the gross 
profit jumped from a mere Rs 
5.65 lakhs to Rs I.M crores. 
The significant improvement in 
company's performance is 
attributed to the handsome rise 
in production which led to a 
fuller utilisation of the plant. 
The good demand for ail 
products except hermetically 
sealed compressors also helped 
the working. The turnover has 
risen further in the curt cut 
year. However, the steep in¬ 
crease in the prices of crude oil 
and the shortage of diesel oil 
is likely to affect the demand 
for diesel engines. On the 
other hand, the acute shortage 
of essential raw materials is 
likely to reduce sales of elect¬ 
ric motors. In the circums¬ 
tances, it is feared that the 
company may not able to 
maintain the increase in turn¬ 
over during the remaining pari 
of the current year. Mean¬ 
while the management is try¬ 
ing to secure higher prices for 
its products to compensate for 
the sustained uptrend in the 
cost of manufacture. Out of 
the gross profit the directors 
have allotted Rs 29.01 lakhs to 
depreciation reserve Rs 8.80* 
lakhs to development rebate 
reserve and Rs 49.54 lakhs for 


gratuity as against Rs 27.52 
lakhs, Rs 7,80 lakhs and Rs 
3.20 lakhs allocated respective¬ 
ly in 1971-72. This leaves a 
surplus of Rs 26.37 lakhs as 
against a loss of Rs 32.87 lakhs 
in the preceding year. With 
the addition of Rs 7.04 lakhs 
being excess provision and in¬ 
come-tax refund and the trans¬ 
fer of Rs 3.03 lakhs from the 
development rebate reserve, 
the total disposable surplus 
amounts to Rs 36.45 lakhs. 

Bajaj Tempo 

Bajaj Tempo has reported 
satisfactory working results 
during the year ended Septem¬ 
ber 30, 1973. Sales, profits and 
margins arc all appreciably 
higher than in the previous 
year. Dividend has been raised 
from eight per cent to nine 
per ccnl. Sales at Rs 10.35 
crores showed a marked rise 
of 35.4 per cent over 1971-72 
figure of Rs 7.64 crores. Gross 
profit leaped from Rs 102.40 
lakhs to Rs 162.26 lakhs, an 
increase of 58.4 per cent over 
preceding year. Out of gross 
profit, the directors have 
appropriated Rs 23.33 lakhs 
to depreciation reserve, Rs 
7 lakhs to development re¬ 
bate reserve, Rs 80.58 lakhs 
to taxation and Rs 3.05 lakhs 
to gratuity as against 20.81 
lakhs, Rs 5 lakhs, Rs 40.75 
lakhs and Rs 3 lakhs provided 
respectively in 1971*72. The 
company exported vehicles, 
spare parts and components 
worth Rs 27 lakhs during 
1972-73. The foundry set up 
at a cost of Rs 36 lakhs is ex¬ 
pected to be commissioned by 
June-July. With the import 
of the requisite machinery 
for the manufacture of 
crown wheel and pinion 
and bevel gears, the indigenous 
content of the Viking and 
Matador vehicles is likely to 
increase shortly. 

Camphor and Allied 
Products 

Camphor and Allied Pro¬ 
ducts Ltd has reported substan¬ 
tial improvements in its work¬ 
ing results during the year 
ended December 31, 1973. j 
During the year the turnover | 
went up by about 19 per cent 
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from 3,29 crorcs to Rm 
crorcs. The rise in turn¬ 
over was partly due to the 
increased volume of produc¬ 
tion and partly due to the price 
adjustment following the steep 
increase in the price of raw 
materials and other costs. The 
company's exports nearly doub¬ 
led to Rs 8.03 lakhs as against 
Rs 4.29 lakhs in 1972. The net 
prolii for the year amounted 
to Rs 50.70 lakhs as compared 
to Rs 54.61 lakhs in 1972* 
The net profit has been arrived 
afteV allocating Rs 40.00 lakhs 
to taxation and Rs 4.50 lakhs 
to development rebate reserve 
as against Rs 21.00 lakhs and 
6.50 lakhs provided respective¬ 
ly in 1972. Pursuant to the 
sanction received from the 
Controller of Capital Issues 
on September 12, 1973, Rs 20 
lakhs have been capitalised 
out of the company’s general 
reserve and Rs 10 lakhs out of 
the capital redemption reserve 
and 30,000 Equity Shares of 
Rs 100 each have been allotted 
as fully paid-up bonus shares 
to the existing equity share¬ 
holders in the ratio of one 
Sonus share for two equity 
shares. With this bonus issue, 
the total bonus issue amounts 
to 40,000 equity shares of Rs 
100 each. With this issue of 
bonus shares, the total issued 
Capital is Rs 90 lakhs out of 
the authorised capital of Rs 100 
lakhs and hence, it i n deemed 
advisable to increase the autho¬ 
rised capital of the company 
from Rs one crore to Rs two 
crorcs. The necessary resolu¬ 
tion is being placed before 
the .sharehoidois for approval. 
The directors have recommen¬ 
ded an equity divident of 15 
percent amounting to Rs 13.50 
lakhs on 90,000 equity shares 
of the compiny and it will be 
paid out of the general re¬ 
serve. It is expected that the 
terpene resin plant will be 
commissioned by June-July 

1974. However, so far as 
PMHP plant is concerned, 
some of the imparled equip¬ 
ments arc having long delivery 
schedule and as such the com¬ 
missioning of this plant will 
be delayed to the beginning of 

1975, With this cxpinsion, the 
company has also undertaken 
the installation of the new 
distillation column for the 


purpose of obtaining better 
recovery of alpha pinenc and 
separation of beta pinene, 
which is a basic chemical for 
the perfumery industry. The 
installation of equipments for 
changes in the process of manu¬ 
facture of camphor and uti¬ 
lisation of by-products and 
throw-out on more economical 
basis is being undertaken. 
This is also expected to be 
completed by June-July 1974. 
The total cost of this 
expansion is estimated at 
Rs 1.17 crorcs while the com¬ 
pany so far has incurred the 
capital expenditure of more 
than Rs 50 lakhs. 

Dunlop India 

Dunlop India has set up 
a new export record 
m 1973 by exporting to 87 
countries and earning Rs 3.33 
crorcs, the highest ever achiev¬ 
ed by any tyre company in 
the country. Prance, New 
Zealand and Somali Re¬ 
public were added to the 
Dunlop India export list lor 
the first time in 1973. Amongst 
the products exported were a 
variety of automotive lyres 
including lyres for aeroplanes, 
cycle tyres and tubes, cycle 
rims, vec belts, transmission 
belting and rubber solution. 
The special range of cycle 
tyres devloped exclusively for 
exports continued to perform 
well in the sophisticated USA 
market. A special feature in 
1973 was that the devlopment 
of export of products such as 
sports goods, particularly ten¬ 
nis and squash rackets, pro¬ 
duced by small scale cntei- 
prises, ns also bicycles, bicycle 
components and slotted angles. 
An order for nearly 100,000 
tennis rackets was secured 
from the UK,. In recognition 
of the company’s creditable 
achievement as an export 
house, Dunlop India has re¬ 
ceived a Certificate of Eligibi¬ 
lity from the government of 
India. As a part of the con¬ 
certed export promotion drive, 
Dunlop India export teams 
visited a number of overseas 
countries. The company also 
took the initiative of inviting a 
selected number of potential 
overseas buyers to visit Dun¬ 
lop factories in India, Large 


export orders were booked by 
Dunlop India following these 
visits. 

Tata Exports 

Tata Exports has secured the 
largest single contract so far 
won by the country for the 
design and supply of galvanised 
transmission line towers for 
a total value of Rs 7 crores to 
National Power Corporation, 
Philippines. This prestigious 
contract for the Mindanao Po¬ 
wer Project has been secured 
in the face of intense interna¬ 
tional competition. It is also 
the lurgest single order ever 
obtained by India against pro¬ 
jects financed by the Asian 
Development Bank. Tata 
Exports, in association with 
the Tata Iron and Steel Co. 
is arranging the design of the 
towers by Tata Consulting En¬ 
gineers, fabrication by EMC 
Steel Ltd Calcutta and supply 
of accessories by a number of 
other Indian manufacturers for 
execution of this contract. 
The 138 KV three phase trans¬ 
mission line will be erected for 
a distance of 750 Kilometers in 
Mindanao, an economically 
backward region in the 
Philippines. Tata Exports 
will provide the complete 
technical know-how, training 
facilities and site supervision 
for the construction, instal¬ 
lation and commissioning of 
the transmission line towers 
in the Philippines to Messrs. 
Erectors incorporated, the lo¬ 
cal prime contractors for the 
National Power Corporation. 

News and Notes 

(Expansion and Diversification) 

Bharat Vi jay Mills which 
owns a textile mill at K,alol in 
Gujarat, proposes to diversify 
its activities. It has received 
a letter of intent for the manu¬ 
facture of ethylene diamine 
and polymers. The company's 
plant will have an installed 
capacity of 2,000 tonnes a year. 
It has also received a licence 
to import machinery for the 
manufacture of five lakh pieces 
of thermo plastics containers 
per annum. 

New Issues 

Ramkiahan Ispat will be app¬ 
roaching the capital market on 
April 15 with a public issue of 


Rs 31 lakhs all in equity shares 
of Rs 10 each to finance its 
steel ingots casting plant which 
is being set up at Taloja, near 
Bombay, with an initial capa¬ 
city of 18/20 thousand tonne 
per annum. The subscription 
list will close on April 26 or 
earlier but not before April 
19. The work on the plant is 
in a advanced stage and the 
plant is scheduled to go on 
stream by the May-June 1974. 
Arrangements have already 
been made for regular supply 
of scrap for the plant. Power 
will not pose any prboblem 
as the Maharashtra State Elec¬ 
tricity Board has already assur¬ 
ed the company of adequate 
supplies. Moreover the com¬ 
pany is putting up itsown sub¬ 
station for stable supply of 
power. In regard to scrap, 
most of it would be procured 
from indigenous sources for 
which arrangements had al¬ 
ready been made. Besides the 
plant being located in proxi¬ 
mity to Bombay offers not 
only a ready market but 
would save considerable 
amount of freight and trans¬ 
port costs and this would lead 
to maximisation of profits. 
The capital cost of the project 
is estimated at Rs 106.61 lakhs 
nnd it will be financed by the 
equity capital of Rs 45 lakhs, 
term loan from State Bank of 
India of Rs 24.00 lakhs, 
IDBI deferred payment guaran¬ 
tee of Rs 32.84 lakhs and un¬ 
secured loan of Rs 4.67 lakhs. 
The company also proposes to 
expand its activities and di¬ 
versify its production to special 
steel such as constructional 
steel, low carbon steel, spring 
forging steel etc. for achieving 
greater economy immediately 
after the completion of the 
present project. The power 
substation being put up at the 
factory would have the full 
capacity to take care of the ex¬ 
panded capacity while the 
structure of the factory had 
been planned to accommodate 
three furnaces of a total capa¬ 
city of 60,000 tonnes without 
any further investment. Barr¬ 
ing unforeseen circumstances 
the directors hope to declare a 
dividend of. 12 to 15 per 
cent from the first year of 
commercial production. 

Ramacast Ltd, presently hav- 
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mg cast iron founds at Moti- 
hari in East Champaran Dist¬ 
rict of Bihar, has now launched 
on an expansion scheme which 
envisages setting up of addi¬ 
tional capacity to manufacture 
around 11,000 tonnes per 
annum of ingot moulds, bottom 
plates etc. There is built in 
provision to increase produc¬ 
tion to 20,000 tonnes with mar¬ 
ginal investment. The com¬ 
pany proposes to establish a 
separate unit for expansion and 
it will be pul nearby the exist¬ 
ing foundry. Though situated 
in the backward area, the com¬ 
pany has all the requisite 
facilities of developed industrial 
area such as availability 
of power, water, labour 
a railway siding and easy 
access to raw materials 
like hard coke, pig iron, 
sand etc. Further as the plant 
is situated in notified back¬ 
ward area, the company will 
be entitled to tax concessions, 
subsidies and other benefits. 
The company will also have no 
problem in marketing its pro¬ 
ducts as the plant is situated in 
the heart of steel belt of Bihar. 

The company has catered 
into technical consultancy 
agreement with Messrs. Tata 
Economic Consultancy Ser¬ 
vices. Civil construction plans 
have been finalised and the 
plant is scheduled to go on 
stream by September--October 
1974. To raise resources for 
the implementation of the pro¬ 
ject the company is entering 
the capital market with a public 
issue of Rs 25, lakhs divided 
into 250,000 equity shares of 
Rs 10 each. The subscription 
list for this fully underwritten 
issue opens on April 8 and will 
close on April 18 or earlier 
but not before April 11, 1974, 

The capital cost of the project 
is estimated at Rs 75 lakhs and 
it will be financed out of the 
equity capital of Rs 30 lakhs, 
loans from National and 
Grindlays Bank of Rs 25 lakhs, 
deferred payment on plant 
and machinery of Rs 15.lakhs 
and internal resources br Rs 
5 lakhs. Barring unforseen 
circumstances the company is 
expected to earn sufficient pro¬ 
fit so as to enable the manage¬ 
ment to declare a reasonable 


dividend from the year ending 
December 31, 1974. 

Capital and Bonus Issues 

Consent has been accorded 
to eight companies to raise 
capital amounting to over Rs 
5 crores. Following arc the 
details: 

Gupta Bros, Conduit Pipe 
Manufacturing Co. Pvt. Ltd., 
dist. Gurdaspur (Punjab), has 
been granted consent, valid for 
three months, for issue of 
shares worth Rs 75,000. 

Eagle Vacuum Bottle Manu¬ 
facturing Co. Pvt. Ltd., Bom¬ 
bay, has been given consent, 
valid for three months, for issue 
of bonus shares worth Rs 9 
lakhs. 

Hico Products Pvt. Ltd., 

Bombay, has been granted con- 
sent, valid for three months, 
for issue of bonus shares worth 
Rs 68,29,000. 

McDowell & Co. Ltd., 
Madras, has been granted con¬ 
sent, valid for three months, 
for issue of bonus shares worth 
Rs 40,00,000. 

Columbia Carbon (India) 
Ltd., Bombay, has been given 
consent, valid for 12 months, 
for issue of securities worth Rs 
180 lakhs (Rs 150 lakhs in 
equity shares and Rs 30 lakhs 
in preference shares). The pro¬ 
ceeds of the issue arc to be 
utilised for the purpose of 
meeting the cost of manufac¬ 
ture of carbon black at their 
plant at Manali, Madras. 

The Reliance Jute and Indust¬ 
ries Ltd., Calcutta, has been 
accorded consent, valid for 
three months to capitalise Rs 
61,87,500 out of its general 
reserve and issue fully-paid 
equity shares of Rs 10 each, 
as bonus shares, in the ratio 
of five bonus for every four 
equity shares held. 

Khandelwa) Herrmann Elec¬ 
tronics Ltd., Bombay, has com¬ 
municated to government 
its proposal to issue capital 
under clause five of the Capital 
Issue (Exemption) Order, 1969 
to the value of Rs 40,89,630 
(exclusive of the capital already 
raised) divided into 4,08,963 
equity shares of Rs 10 
each out of which shares worth 
Rs 1,89,630 will be reserved for 
allotment to Herrmann K.G. 
against supply of plant and 


machinery to be received and 
the balance will be for cash 
at par. Share$ worth Rs 36 
lakhs will be offered for public 
subscriptions through issue of 
a prospectus for financing the 
first stage of the project lor the 
manufacture of 3/5 million 
diodes per annum. 

Rajaahtan State Industrial and 
Mineral Development Corpora¬ 
tion Ltd., Jaipur, has been 
accorded consent for the issue 
of capital of Rs 100 lakhs (in 
addition to 10 per cent addi¬ 
tional subscriptions over the 
notified amount) in the form of 
1,00,000 debentures of Rs 
100 each carrying interest at 
the rate of 6 per cent per an¬ 
num and redeemable after 12 
years, to the public for cash 
at the issue price of Rs 99.75. 
The proceeds will be utilised for 
augmenting the financial re¬ 
sources of the corporation to 
implement the various schemes. 
The consent order is valid for 
12 months. 

Interim Dividends 

State Bank of India: The 

bank has earned a higher net 
profit of Rs 4.12 crores for 1973 
against Rs 3.85 crores for the 


previous year; The directors 
have proposed to maintain the 
dividend of Rs 23 per share. 

Out of the net profit, a sum 
of Rs 2,30 crores (Rs 2 erodes) 
is transferred to ifofe reserve 
fund, Rs 35 lakhs (tame) to 
staff welfare fund and Rs 16.01 
lakhs (Rs 14.96 lakhs) to pen¬ 
sion funds The dividend dis¬ 
tribution will amount tq Rs 
1,29 crores (same). 

Pfizer Ltd The directors 
have declared a fourth interim 
dividend of 60 paisc per share 
for the year ended November 
30, 1973. 

Company Meetings 

The Belstind Sugar Company 
Ltd: Registered Office, 14 
Nctaji Subhas Road, 
Calcutta-!: March 30; 11,45 
A.M. 

The India Sugars & Refineries 
Ltd: Registered Office, Hos- 
pet, Bcllary District, Karna.- 
taka State; March 22; 1.0 
A.M. 

The Mysore Sugar Company 
Ltd: Registered Office, Sri 
Jayachaniaraja Wadiyar 
Road, Bangalore *• 560,002; 
March 30; 11.30 A.M. 


Dividends 

Name of the company Year ended 

Higher Dividend 


(Percent) 1 

Equity dividend dec¬ 
lared for i 

('urrcnl Previous f 
year year 


Hcrdillia Chemicals 

Dee. 31, 1973 

10.0* 

Nill 

Vulcan-Laval 

Asiatic Oxygen & 

Dec. 31.9173 

20.0 

15.0 

Acetylene 

March 31, 1973 

15.0 

Nil 

Indian Crane Co 

March 31, 1973 

.37.0 

26.0 

Kdrlampudi Sugar Mills 

June 30, 1973 

8.0 

6.0 

Ycmmiganur Spg Mills 
Same Dividend 

Albright Morarji and 

June 30,1973 

12.0 

8.0 

Pandit 

Electric Construction & 

Scpl. 30. 1973 

15.0 

15.0 

Equipment Co 

Crane and Equipment 

Octo. 31, 1973 

10.0 

10. 0 

Co 

March 31, 1973 

Nil 

Nit 

Sree Meenakshi 

June 30,1973 

Nil 

Nil 

EMC Steelal 

Reduced Dividend 

May 31,1973 

Nil 

Nil 

Tangcshwar 

June 30,1973 

•17.5 

20.0 

Yamuna Syndicate 

* Maiden dividend 

June 30, 1973 

16.0 

.’20.0 

)5 
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Taxes: a 
comparison by 
OECD 


Since 1971, the Organization 
for Economic Cooperation and 
Development (OECD) has been 
engaged in developing a system 
of collecting and publishing 
data on government revenues 
for its member countries. This 
project arose from the lack 
of internationally comparable 
data, the need for which 
was felt by economic policy 
makers and analysts. A 
classification system of tax 
revenues was therefore de¬ 
veloped in a series of meetings 
held under the aegis of the 
OFCIVs Committee on Fiscal 
Affairs by its Working Parly on 
Government Revenue Classifi¬ 
cation. 

As a result of this work the 
volume “Revenue Statistics of 
OI CD Member Countries 1968- 
1970”, was published in 1972. 
This presented a detailed dis¬ 
cussion of the classification sys¬ 
tem which was developed and 
also the tax revenue data for 
22 of the member countries or¬ 
ganized in this synopic format 
for the years 1968-70. This 
work lias now been expanded 
in the recently, published, 
“Revenue Statistics of OECD 
Member Countries* 1965-71“, 
which in addition to the longer 
time series also presents the 
tax data in greater detail and 
includes many analytical tab¬ 
les which compare the im¬ 
portance and composition of 
taxes in the countries covered 


by the study. 

The International Monetary 
Fund has cooperated with the 
OECD in this project from its 
inception, and both the Fund’s 
Bureau of Statistics and its Fis¬ 
cal Affairs Department has taken 
part in this work. The Bureau 
has provided computerized 
data processing assistance, in¬ 
cluding production of tables for 
the OECD publication, and the 
development of a computerize 
report form sent to each coun¬ 
try annually for updating and 
revisions. * 

The data that have been col¬ 
lected so far represent tax 
collections in cash by general 
government — that is, all 
levels of government within the 
country: central, regional, 
state and local. The OECD 
classification system allocates 
tax revenues among seven 
major categories: (i) Taxes on 


difficulty in taking account of 
differences in tax aids. As 
countries place varying reliance 
on non-tax revenue sources 
such as profits of public enter¬ 
prises, fees and charges for 
government services, royalties, 
and sales of government pro¬ 
perty and stocks, the propor¬ 
tion of non-tax revenue to total 
revenue will vary among count - 
ries and consequently the com¬ 
parability among countries of 
the impact of total government 
revenue raising will be impai¬ 
red. Furthermore, while some 
countries provide ceriain ser¬ 
vices such as aid to families 
through explicit expenditures 
out of funds raise through taxes, 
others try to achieve similar 
objectives through tax allow¬ 
ances. It is quite difficult to 
quantify tax allowances in a 
way that facilitates comparison 
with tax revenues in different 
countries. In both these areas, 
however, work is continuing 
although difficult conceptual 
and measurement problems re¬ 
main. 

One of the more interesting 
facts to emerge from the work 
carried out to date is the wide 
diversity among the OECD 
countries in the magnitude of 


tax revenue compared with an 
aggregate measure of economic 
activity (such as gross national 
product). These data are 
presented in the table (p. 638) 
foi J971. Chart J illustrates tdtal 
tax revenues as a percentage 
of gross national product (GNP) 
for each country for the years 
1965 arid 1971, It is evident 
that most countries have shown 
a notable increase in this 
measure over the period. Den¬ 
mark had both the highest ratio 
in 1972 (somewhat over 44 
per cent) and the largest in¬ 
crease for the period. France 
showed the least variation as 
its ratio for the period held fair¬ 
ly constant at around 36 per 
cent. 

Overall there is quite a broad 
range —• from 44 per cent to 20 
percent. In 1971 four countries 
had ratios over 40 per cent, 
ten were between 30 and 40 per 
cent, and the remaining ighte 
were between 20 and 30 per 
cent. For the group as a whole 
the average ratio of tax reve¬ 
nue to GNP was around 32 
p?r cent. 

Chart I also illustrates the 
percentage of GNP accounted 
for in each country by the major 


goods and services; (ii) Taxes 
on income and profits; (iii) So¬ 
cial security contributions; (iv) 

UFNMARK 

HUMERI AMDS 

Taxes on employers based 

3WFQIN 

on pay-roll or manpower; tv) 

NORWAY 

Taxes on wealth and immov¬ 

AUSTRIA 

able property; (vi) Taxes and 

U.K. 

stamp duties on gift inheritan¬ 

FRANCE 

ces, and capital and financial 

BUG HIM 

transactions; (vii) Other taxes. 

(INLAND 

As each participating coun¬ 

GERMANY 

try has organized its taxes 

LUXlMBOUAD 

within this framework, inter¬ 

CANADA 

country comparability has been 

IRfLANO 

greatly improved and facili¬ 

ITALY 

tated. However, since the de¬ 

US. A. 

tailed data are also available 

AUSTRALIA 

in the new publication, they 

GREECE 

can be organized in different 

SWITZERLAND 

classification frameworks or 

Turkey 

adapted for special studies or 

PORTUGAL 

analystical needs. 

JAPAN 

Two factors that make com- 

SPAIN 


Chart 1 

TOTAL TAX REVENUE AS PER CENT Of G N P 
1066 AND 1871 


parisons among countries some; 
what more difficult arc the ab¬ 
sence from the present data 
of non-tax revenues, and the 
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tax cateogries-taxes on in¬ 
come and profits, social secu¬ 
rity contributions, taxes on 
igoods and services and all 
other taxes. 

A second point of interest, 
the wide variation in reliance 
on various tax sources, can be 
observed in Chart II which 
illustrates the per cent of total 
tax revenue in each country 
accounted for by these tax 
categories. In 1971 income 
taxes accounted for as much 
g» 51 per cent of tax collec¬ 
tions in Australia and as little 
as 16 per cent in France and 14 
per cent in Greece. Income 
taxes were the most important 
source of tax revenue in Aust¬ 
ralia, Canada Denmark, Fin¬ 
land, Japan, Luxembourg, Swe¬ 
den, Switzerland the United 
Kingdom, and the Uaited States. 
Taxes on goods and services, 
including taxes on international 
trade, ranged from 49 per cent 
of tax revenue in Turkey to 20 
per cent in the United States 
and as a group were the most 
important source of revenue 
in \ustraia. Belgium, Greece, 
Ireland, Norway, Portugal, and 
^Turkey. Social security con¬ 
tributions were the leading re¬ 


venue source in France, Ger¬ 
many, Italy, the Netherlands 
and Spain. 

The “other taxes” catogory, 
which includes payroll taxes, 
property taxes, stamp taxes, 
etc., is of relatively little impor¬ 
tance except for those countries 
in which property taxes are a 
major sourc e of revenue (Cana¬ 
da, Ireland, the United King- 
dint, and the United Stales— 
where they are a primary reve¬ 
nue source for local govern¬ 
ments) or where stamp taxes 
on various transactions are still 
strongly relied upon (Greece 
and Portugal). 

Significant variations are 
evident in the trends followed 
in different countries by the 
three major tax catogories — 
that is, by taxes on income and 
profits, social security contri¬ 
butions, and taxes on goods 
and services as a per cent of 
tax revenue. This is true even 
among the more homogenous 
group of industrial countries. 
A glance at Chart II clearly 
indicates the varying reliance 
placed on income taxes by these 
countries. Australia, Denmark, 
Sweden, the United States, 


Japan, and the United King¬ 
dom all collected more than 40 
per cent of their tax revenue 
from this source on average for 
the whole pstiod while France 
and Italy each collected less 
than 20 per cent. 

When the data for income 
taxes arc examined for the 
seven years reported, the re¬ 
lative stability of these taxes as 
a revenue source is also quite 
striking, with only the United 
States and Denmark showing 
pronounced changes — up¬ 
ward in Denmark, downward 
in the United States and in 
both cases these occurred bet¬ 
ween 1969 and 1971. It is 
interesting, too, that in all 
countries personal income tax 
collections exceeded taxes on 
corporate profits. Of the in¬ 
dustrialized countries only 
Canada, Japan, Luxembourg, 
and the United States collec¬ 
ted more then 10 per cent of 
tax revenue from levies on cor¬ 
porate profits. 

Care must be taken in inter¬ 
preting the importance of so¬ 
cial security contributions as a 
per cent of tax revenue. As is 
evident from Chart 11, the most 
notable is the wide variation 
between countries, from less 


the 10 per cent of tax revenue 
jn Canada and Denmark to 
more than one third in France* 
Italy, the Netherlands, and 
Germany. These data, how¬ 
ever, only reflect those, contrir 
butions which are collected 
for social security organiza¬ 
tions and do not reflect the, 
magnitude of social security 
services which are financed In 
some countries out of other 
revenues. Sweden and Den¬ 
mark, for example, which have 
quite extensive programmes of 
social services, do not rely 
strongly on social security con¬ 
tributions to finance them. Aust¬ 
ralia does not have social secu¬ 
rity contributions as such at 
all, it finances all of its services, 
from general revenue. 

With respect to taxes on, 
goods and services, the diffe¬ 
rences between countries is 
not so great as with those previ¬ 
ously examined, although Den¬ 
mark and France, for example, 
clearly place a greater reliance 
on them than do Japan and the, 
United States. In Japan this, 
is partly accounted for by the 
fact that there is no general 
sales tax such as a retail tax 
or a value -added tax, while in 
the United States general sales 
taxes exist at the state and 


Chart HI 
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local levels but not at the fe¬ 
deral level * 

Some comparative indica- 
cation of taxes in different 
countries can be seen in Chart 
HI which shows tax payments 
per capita in US dollars for 
eight countries. It should be 
noted that exchange rate fluc¬ 
tuations also affect the overall 
picture — for example, the 
decline shown in the United 
Kingdom from 1967 to 1968 
was due primarily to devalua¬ 
tion. The figures shown arc 
for the collections divided by 
the total population, not just 
taxpayers or heads of house¬ 
holds. This could imply that 
the share of a Swedish family 
of four persons in the total 
taxes collected would be about 
$7,400. In the United States, 
a four person family would 
account for about $5,600 while 
in Japan the amount would be 
about $1,700. These wide varia¬ 
tions are due both to the impor¬ 
tance of the government sec¬ 
tor (as reflected in Chart J) 
and to the level ol per capita 
income. 

This brief discussion only 
services to illustrate the uses 
to which internationally com¬ 
parable tax revenue statistics 
can be put. For the OF.CD 
countries this system is already 
in existence, but significant im¬ 
provements arc being consi¬ 
dered, among which are the 
previously discussed work on 
non-tax revenue and tax aids. 


and classification formats for all developed and to provide assis- policy and economic manage- 
government transactions, and lance to member countries in meat. . * 

missions are currently being better organizing and using 

carried out both to elicit com- such data. The ultimate goal Courtesy; IMF Survey, 
ments on the concepts being of the effort is better public Jan 21, 1974 


Major Tax Revenues as a Per Cent of GNP in OECD Countries, 1971 



Total 

Taxes on 

T«ns on 

Social 

Other 


tax 

revenue 

goods & 
services 

income Sc 
profits 

Security 

countri- 

butions 

Taxes 

Denmark 

43.99 

16.17 

21.22 

3.80 

2.80 

Netherlands 

42.20 

11.26 

14.44 

15.00 

1.50 

Sweden 

41.80 

13.27 

19.55 

7.52 

1.46 

Norway 

41.53 

17.48 

12.22 

10.72 

1.11 

Austria 

36.82 

13.52 

9.59 

9.66 

4.05 

United Kingdom 

35.65 

10.31 

14.61 

5.02 

5.71 

France 

35.62 

12.66 

5.67 

14.91 

2.38 

Belgium 

35.22 

12.11 

11.55 

10.53 

1.03 

Finland 

35.12 

14.48 

15.11 

4.79 

.74 

Germany 

34.46 

10.24 

10.80 

11.65 

1.77" 

Luxembourg 

34.10 

7.22 

14.27 

10.04 

2.57 

Canada. 

32.26 

10.65 

14.24 

2.64 

4.73 

Ireland 

31.54 

15.66 

9.17 

2.61 

4.10 

Italy 

30.92 

11.40 

5.76 

11.72 

2.04 

United States 

27.77 

5.61 

12.22 

5.74 

4.20 

Australia 

26.60 

8.42 

14.23 

— 

3.95 

Greece 

24.54 

9.52 

3.45 

6.37 

5.20 

Switzerland 

23.97 

6.28 

9.83 

5.69 

2.17 

Turkey 

23.74 

11.65 

7.42 

2.92 

1.75 

Portugal 

21.77 

8.63 

5,29 

5.52 

2.33 

Japan 

20.06 

4.47 

8.58 

4.02 

2.99 

Spain 

20.02 

6.58 

4.16 

8.01 

1.27 


Data : Revenue Statistics of OECD Member Countries 1965-71 


The importance the Fund 
attaches to this work is 
evidenced by the reccMit decision 
to embark on a programme of 
government finance staiistics 
involving both the Fiscal 
Affairs Depart men I and the 
Bureau of Statistics. For this 
purpose a government finance 
statistics division was estab¬ 
lished in the Bureau of Statis¬ 
tics. This programme is con¬ 
cerned with developing in¬ 
ternationally comparable data 
not only lor tax and non-tax 
revenues but also for the whole 
of government finance, in¬ 
cluding expenditure, lending 
and financing transactions. 
Significant progress has al¬ 
ready been made in develop¬ 
ing an analytical framework 
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Who is to 
blame in Bihar? 

Home minister, shared with newsmen 


' •> : 

Last week, returning from a visit to 
Patna, where he had gone with Mr 
Jagjivan Ram for an on-the-spot study 
of the political situation in that state, 
Mr Uraa Shankar Dikshit, the union 
in the capital his discovery that forces 
which had no faith in parliamentary democracy were fomenting politically motivated 
violence in Bihar. It should be interesting to know from Mr Dikshit if it would have 
been an improvement on the situation if the motivation had been other than political. 
For instance, if he were forced to choose, would he have preferred violence instigated by 
forces governed by communal or religious considerations? If Mr Dikshit’s contention 
is that the violence in Patna last week was not a spontaneous public reaction and that 
political parties opposed to the government had a big hand in organizing or guiding it, 
the short answer of course is that it would be difficult indeed for any political party to 
have brought about this situation in Patna if it had not had the raw material of acute 
public distress or discontent to work with. 


Surely the minister cannot seriously argue that the happenings in Patna were poli¬ 
tically motivated in the sense that there was no economic or other non-poli¬ 
tical provocation for it. It is quite clear that if political parties or forces opposed to the 
ruling party were able to unleash or contribute to the unleashing of mob fury on the 
streets of the capital city of the state of Bihar, it was largely because the chronic mis- 
govemment or maladministration of the state had helped to prepare the ground for it. 
It is true that mob violence or the trading in mob violence by political parties implies 
a rejection of parliamentary democracy or indeed any form of democracy but then, 
before parliamentary democracy could be effectively challenged or rejected to any 
substantial extent, its functioning must have been such as to cause people to lose faith 
in the system as it obtains. Granted this, can the ruling party, which has had the lion's 
share of the responsibility and authority for working parliamentary democracy in our 
country, hope to evade its share of the blame ? 


In any case it is rather odd for a politician to talk of ‘political motivations’ as if 
they must necessarily be outside the pale. Violence or instigating violence is bad whether 
politically motivated or otherwise. The mere fact that the Home minister chooses lo 
describe a particular instance of it as having been politically motivated cannot make it 
worse than what it is. In any case, all political activity, whether violent or non-violent, 
whether parliamentary or extra-parliamentary, must by definition be politically moti¬ 
vated and 1 do not think that any of us is under the illusion that what has been happen¬ 
ing in Gujarat or Bihar is anything but political—political, that is, in the sense that its 
purpose is to achieve sonic political results. 

Mr Dikshit of course would be right if he were to be more explicit and say that 
these agitations have been directed against his party and the central government. It 
is a pity of course that discussions of his party's or the central government’s political 
actions or economic policies are not limited to orderly debates in the legislatures, but 
if these debates are to be taken seriously by political parlies or political forces which 
are out of office and in the opposition, iL must be demonstrably true that the party iu 
power and the government are sufficiently responsible and responsive. It is too late 
,in the day to claim that once the ballot box has done its sums all that remains for poli¬ 
tical parties which have failed to make it is to honour and obey the parly which has 
managed to capture office. Such an assumption may be in-line with the strict letter of 
parliamentary democracy, but the spirit of parliamentary democracy surely is that the 
majority party and the government arc at all times liable to be called to account for 
their administration of the country in terms of how they arc looking after the public 
interest and the public good. 


This does not mean at all that political parties should be free to organize mass 
violence or that mobs are justified in taking the law into their hands. But then such 
crises cannot readily arise if the ruling party and the government through their sins 
of omission and commission have not been contributing to their gestation. Let us 
give but one example. It is an obvious fact that an economically and technologically 
backward country, with an enormous population fast approaching the 600-million 
mark through annual additions of the order of 15 million people, is in no position to 
take its food-man ratio lightly. Nevertheless, for years now the government has been 
ritually talking about self-reliance in food in the sense of merely avoiding imports 
somehow. The result is that the nation has been made to depend dangerously on its 
variable and vulnerable agriculture. In states such as Bihar there is the further compli¬ 
cation that the record of state governments has consistently been so foul and feeble 
that the people cannot automatically repose trust in the integrity or competence of the 
powers that be when things become difficult on the economic front. Mr Dikshit, in 
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G. D. Birla : Spaij 


any case, is not entitled to plead mechani¬ 
cally the alibi of “the RSS and the Left 
adventurists/ 4 Since his party is in power 
in the legislature of Bihar, it is after all 
its direct and inescapable responsibility 
to organize in the state a ministry against 
which it should not be so easy for oppo¬ 
sition forces to inflame public opinion or 
organize mob violence. 

Finally, in the Lok Sabha, Mr Dikshit 
took up the strange position that, if the 
opposition members heeded his appeal 
lor a public denunciation of rioting, arson 
or loot, the situation in Bihar could be 
controlled in a short time. Is Mr Dikshit 
implying that opposition parties arc so 
much more in control of public opinion 
or the political situation in Bihar than the 
leaders of the state and central govern¬ 
ments that they can turn on or turn off 
mass demonstrations as if those demons¬ 
trations arc just water from the tap? 
After all, no less a person than Mrs Gandhi 
who, it is claimed, has been receiving one 
massive mandate after another from 
people in all parts of our country for her 
policies and programmes, has been repea¬ 
tedly appealing for an end to mass vio¬ 
lence since it threatens the continuity of 
the nation itself. Where her words fail 
to persuade, who are those opposition 
members who, according to Mr Dikshit, 
have the magic power of turning away 
the people’s wrath by giving counsel of 
sweet reasonableness? 

Even if it is assumed that public men 
could discourage mass violence by de¬ 
nouncing it, would it not be much more 
to the point if the leaders of the ruling 
party were to take the initiative and go 
out to the people and speak to them? 
As a matter of fact, when it was learnt 
that Mr Jagjivan Ram, accompanied by Mr 
Dikshit, was leaving for Patna, our imme¬ 
diate reaction was to assume that he 
would slay there sufficiently long and 
confer with representatives of various 
political parties. Wc also believed that 
the prime minister would have com¬ 
missioned him to attempt to secure for 
the central government the active coope¬ 
ration of all sections of public or political 
opinion in Bihar in the task of restoring 
law and order and bringing about a 
constructive atmosphere for dealing with 
the problems faced by the people of the 
state. Unfortunately, Mr Jagjivan Ram, 
whether on his own or at the instance of 
the prime minister, seemed to have taken 
a very limited view of his assignment and 
had returned to the capital after a few 
hours of confabulations with the chief 
minister and his colleagues. We still 
believe that although force has to be 
used by the government to protect life and 
property threatened by rioting or violent 
demonstrations, the mere suppression of 


Next week Mr G. D. Birla will be 
entering the Eighties of a truly remark¬ 
able life. Time, fortunately, has not 
imposed itself either on the alertness 
of his mind or the activity of his body. 
Enjoying sound health, thanks to the 
good life he has been leading—good in 
the Upanishadic sense of the word— 
Mr Birla today is as able and willing 
as ever to exert himself for the economic 
progress of the nation and its social 
welfare. 

At this landmark in the life and work 
of this extraordinary man it would 
perhaps be appropriate to recall a few 
of his achievements and some of his 
services to the country and its people. 
In the domain of India’s industry, he 
stands comparison with the greatest 
of them all. namely, Janishedji Na&ar- 
wanji Tata. Like Tata, Mr Ghanshyam 
Das Birla boldly acted in the belief that, 
in a country under foreign rule, econo¬ 
mic nationalism must not only accom¬ 
pany political nationalism but even 
precede it. It was out of this conviction 
that he made what was in its political, 
economic and social context the 
almost foolhardy attempt to crash 
into the citadel of British-dominated 
industry and trade in the Bengal of 
those days and secure for Indian busi¬ 
ness a footing in strategic and subs¬ 
tantial areas of manufacture and com¬ 
merce, including exports and imports. 
In this sense, as in many others, he 
had and he continues to have a good 
deal of the revolutionary in him. 

While many of such of us as have 
heard or thought of Mr Birla would 
perhaps identify him most readily as 
one of our great industrialists, those 
who have had the privilege of working 
with him or had the opportunity of 
acquainting themselves with his life 
and work will also salute him for his 
immense interest in social reform and 
humanitarian activity generally. That 
he is a philanthropist who has given 
generously, but always with judgment, 
for good causes or those who servo 
them is of course well known. But 
money was the least part of the contri¬ 
bution he has made in this direction; 
whether it is the abolition of untouch- 



ability, the emancipation of women, 
the relief of ruial poverty and the miti¬ 
gation of rural unemployment through 
village industries or the organization 
of mass education, Mr Birla has always 
been ahead of his times in fighting 
obscurantism, educating public opinion 
or organizing constructive action. 
It was consequently not accidental but 
most natural that he and Gandhiji 
should have had so much to do with 
each other in the nation-building effort. 

His long and fragrant association 
with Gandhiji is of course among the 
more precious experiences of his life. 
He himself has described this as walk¬ 
ing “in the shadow of the Mahatma.” 
But his companionship with Gandhiji 
was more like the joyous participation 
of both in the sunshine of a shared 
vision of humanity. The extent to 
which each was part of the other’s life 
may become more widely known in 
some degree if and when the corres¬ 
pondence between them is published at 
length. Meanwhile it may be suggested 
that the communion between them 
was one of those rare instances of 
human relations where affection un¬ 
bounded was happily married to under¬ 
standing almost perfect. 

In the years after Independence with 
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ing two eras 


the passing away of the Mahatma, Mr 
Birla dedicated himself with redoubled 
vigour to the mighty national adventure 
of building a new India. This meant 
inevitably his establishing not merely 
a working relationship but an asso¬ 
ciation as positive as possible with the 
leadership of the Congress party and 
the central government. Here his 
close association with Sardar Patel 
over many years and the regard the 
two had for each other helped a great 
deal in the initial period. 

Later, despite certain differences in 
temperament, both Jawaharlal Nehru 
and Mr G. D. Birla increasingly found 
it possible to exchange ideas or even 
think together on the nation’s problems 
and its future, particularly its economic 
growth. While it would be idle to deny 
that political factors came in the way 
of the establishment of sufficient rapport 
between them, it is a matter of historic 
record that Mr Birla never wavered in 
his faith that Nehru was the only man 
who could or ought to shoulder the 
responsibility for leading India through 
the difficult decades after freedom. It 
is also equally a fact that Nehru had 
great respect for Mr Birla’s devotion 
to the national cause and that, as prime 
minister, he often did all that he could 
to fhake it possible for Mr Birla to 
contribute through his resources of 
entrepreneurship to the industriali¬ 
zation of our country. Some of the 
important industrial projects such as 
the establishment of a major aluminium 
manufacturing facility or the pioneering 
exploitation of indigenous raw material 
for the manufacture of rayon grade 
pulp for the cellulosic fibre industry, 
with which Mr Birla has been asso¬ 
ciated for the last twenty years, owe 
much to the interest Nehru took and 
the encouragement he gave to Mr 
Birla’s efforts for setting up industries 
of great significance for the nation’s 
economic self-reliance. 

While Mr Birla has accomplished 
much, he has certainly attempted much 
more. Inevitably there has been dis¬ 
appointment, not so much perhaps 
with the fortunes of some of his en¬ 
deavours as because of the missing 
of opportunities by the country to 


build up its economy or raise the stan¬ 
dard of living of its people more steadily 
and at a faster rate. This however has 
not affected his instinctive and almost 
obstinate optimism. There was a time 
when Mr Birla used at least occasio¬ 
nally to address business or other 
audiences, exhorting those who would 
listen to him to rise above the frustra¬ 
tions of the passing present. Nowadays 
he rarely speaks in public, but whether 
in formal talks or in informal conver¬ 
sation, he continues to assert firmly 
his faith in the basic stability, both 
political and economic, of our country, 
while his faith in the continuity of its 
material progress as well as in its 
larger destiny seems to have an almost 
mystic quality. Spanning the two his¬ 
toric periods of the freedom struggle 
and post-independence India, his 
services to the nation arc a current and 
continuing inspiration and the youth 
of our country arc specially in a posi¬ 
tion to benefit from his example. 

Mr Birla is fond of saying that he is 
a born optimist. It follows naturally 
that he has immense trust and confi¬ 
dence in and great expectations of the 
young people of our country. All this 
is best expressed by his work in the 
field of education. Mr Birin has never 
believed in education on the cheap; 
on the contrary, he has always held 
that nothing is too good for the youth 
of this country where educational faci¬ 
lities are concerned. The Pilani edu¬ 
cation complex, for instance, receives 
funds of the order of nearly a crore of 
rupees every.year. He in his turn would 
seem to ask only one thing of the 
youth of our country—that they should 
not lose heart but march boldly and 
hopefully into the future. In fact this 
is what he said last month to the stu¬ 
dents in Pilani. To quote : “Young 
men should not talk the language of 
gloom. In spite of all the difficulties 
in the country, a man like me of 80 is 
still optimistic, 1 don’t sec why you 
should be pessimistic”. 

In these days of Patna and the rest, 
these brave words should help restore 
perspective. 

V.B. 
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mob activity through massive use of the 
police or the army would settle nothing. 
It is all very well to say that those who 
resort to violence must be made to see 
that violence docs not pay, but the great 
mass of ordinary people, who have nothing 
to do with all this violence, except, to 
suffer as its innocent victims, would still 
like to know in a positive sense what 
after all will pay. It is truly tragic that 
the present government at the centre and 
its leadership should have been promising 
much more than it can perform and per¬ 
form even less than what ii could. 


Outlook for 
bank advances 

The monetary authorities have been 
making a serious effort, for some time 
past, to find out how the increase in credit 
effected by the scheduled commercial 
banks to different classes of borrowers has 
taken place on account of exceptional 
factors and how credit inflation can be 
prevented from accentuating inflationary 
pressures arising out of uncontrolled 
public spending and shortfalls in produc¬ 
tion. The curbs imposed on credit 
expansion at the beginning of the current 
busy season, following an unexpected 
growth in advances of member banks in 
the previous twelve months, have certainly 
induced some measure of discipline on the 
part of borrowers. But the Reserve Bank 
too has been obliged to recognize the 
realities of the situation and administer 
the bill market scheme liberally and relax 
also the restrictions relating to the use of 
refinance facilities. 

The growth in advances of the scheduled 
commercial banks beween September 
28, 1973, and March 8, 1974, clearly show 
that it will be difficult to prevent a sizeable 
expansion of credit in the face of rising 
prices and that imported inflation also is 
having a complicating effect. There are 
also the added pressures on account of 
increasing activities of the state owned 
organizations and displacement of the 
normal functioning of regular trade 
channels as in the case of the marketing 
of raw cotton and raw jute. The Cotton 
Corporation and the Jute Corporation arc 
of course stepping up purchases of the 
concerned agricultural commodities for 
entirely different reasons. In respect of 
raw cotton the governments of Mahara¬ 
shtra and Gujarat, the former particularly, 
are anxious to secure higher average prices 
for the produce to the growers and with 
costlier imports of this natural fibre and a 
boom in cloth exports, open market, prices 
have risen by over 15 per cent in recent 
months. As regards raw jute, there are 
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definite indications tlujl the output for the 
current season will bc?» constituting an 
all-time record. 

As sizeable quantities are also being 
purchased from Bangladesh, the Jute 
mills have been experiencing difficulty in 
carrying larger stocks of the golden 
fibre especially as the efforts to boost 
production of gunnies and increased exports 
have not met with the desired success due 
to labour trouble and power shortage. 
The increase in prices for steel, petroleum 
products and other items has also resulted 
in larger funds being required for main¬ 
taining the same level of inventories in 
physical terms. 

The question has therefore been asked 
whether the Reserve Bank has been 
successful in controlling credit expansion 
on a pro-determined basis and whether 
there has not been compulsion to relax 
curbs in some directions in order to avoid 
discouragement to productive effort. It 
will be possible to have it definite idea of 
how the abnormal increase in credit in the 1 
past few months has been brought about 
and what arc the sectors that have been' 
affected more seriously by the continuing 
rise in prices. Between September 28,1973, 
and March 8, 1974, advances have risen 
by ns much as Rs 911 crores against only 
Rs746 crores in the coriesponding period 
in 1972-73. 

It is significant to note however, that 
the expansion of credit between October 
27, 1973, and March 8, 1974, lias been of 
the order of only Rs 754 crores represent¬ 
ing a rise of Rs 39 crores as compared to 
the growth in the same period in the 
previous busy season. The earlier bigger 
rise in credit was perhaps due to a preemp¬ 
tion of credit facilities by certain classes of 
borrowers anticipating the imposition of 
severe restrictions by the Reserve Bank 
about the use of bank finance in the 
current busy season. Even so, the expecta¬ 
tion that the excessive borrowing in earlier 
months will slow down credit expansion 
in the coming months may not materialise. 

It is necessary however to point out be¬ 
fore proceeding to discuss the new pressures 
that might be felt in the coining months 
as a result of continuing inflation and the 
actions of the government, that the greater 
reliance on the bill market scheme and the 
refinance facilities provided by the Reserve 
Bank is due to the steep rise in the cash 
reserve ratio and the liquidity ratio. 
Between these increases in the ratios, the 
resources of the banks have been im¬ 
mobilized to the extent of Rs ftOO crores. 
The position has of course been aggravated 
to some extent by n slow growth of depos¬ 
its. Thus, the banking system has been pre¬ 


senting a picture of unprecedented pressure 
on its resources, while it would not have 
been actually in any difficulty to meet any 
abnormal demand for funds even with 
smaller additions to deposits. This 
situation is in strong contrast with the 
conditions noticed in 1970 when there was 
a surge in advances to new classes of bor¬ 
rowers and the Reserve Bank had to lend 
assistance to member banks in a big way. 

Against the increase in advances of 
member banks by Rs 754 crores in the 
current busy season up to March 8, 1974, 
the growth in deposits was only Rs 480 
crores. Jt becemc therefore necessary to 
borrow Rs 218 crores freshly from the 
Reserve Bank, even after taking advantage 
of the facilities under the bill market 
scheme to the extent of Rs 187 crores. 
Internal bills discounted and purchased 
rose to Rs 222.57 crores from Rs 35.42 
crores in the period under reference. It 
must therefore be said that aggregate 
assistance provided by the Reserve Bank 
was Rs 405 crores against only Rs 207 
crores under both heads in the correspond¬ 
ing period in 1972-73. The increase in 
borrowings in the current season has been 
exaggerated also by the compulsion to 
maintain a higher liquidity ratio. Even 
with a smaller growth in deposits, invest¬ 
ments in government securities and 
treasury bills have risen by Rs 51 ciorcs 
while there was actually a net decline of 
Rs 103 crores previously. On the other 
hand cash balances dropped by Rs 100 
crores in the current busy season against 
an increase of Rs 16 crores under the same 
head previously. There was thus a net 
addition to strain by Rs 32 crores on 
account of new statutory obligations. 

It must of course be said that the 
increase in advances in recent months has 
been brought about to the extent of Rs 100 
crores due to procurement operations and 
by over Rs 125 crores on account of the 
Financing of exports. Even allowing for 
these exceptional factors, there is no 
suggestion as yet of a pause in credit 
expansion taking place in the coming 
months. On the contrary, it may be 
necessary for the scheduled commercial 
hanks to seek additional accommodation 
from the Reserve Bank for financing 
procurement operations and for meeting 
the rising cost of inventories due to higher 
prices for imported items and a prolonga¬ 
tion of the busy season. The cotton crop 
is yet to be fully marketed while it is likely 
that there will be sizeable additions to 
sugar stocks till the end of May. The 
government also will be taking a decision 
in regard to the fixation of higher procure¬ 
ment prices for wheat. It may also 
become necessary to procure sizeable 
quantities of this cereal if there is a 


modification of the method of trading in 
wheat. It will certainly be possible to 
acquire larger quantities if there is an 
intelligent system of levy and there is 
no holding back of stocks by growers. 

It will therefore be wrong to expect 
that the advances will increase by only 
another Rs 163 crores between March 8, 
and April 26, on the lines of the happen¬ 
ings in the last busy season. Procurement 
credit also may require additionally funds 
of at least Rs 550 crores till the end of 
July. Assuming therefore that total Credit 
expansion between March 8, 1974, and 
end of July 1974, will be about Rs 800 
crores, the banking system may be obliged 
to borrow additionally from the Reserve 
Bank Rs 300 crores if there is no 
relaxation of the cash reserve and liquidity 
ratios. For purposes of our calculations, 
it is estimated that the fresh additions to 
deposits will be about Rs 800 crores, out 
of which only Rs 500 crores will be avail¬ 
able for lending. At this stage it will be, 
incorrect to insist on any specific rate of 
growth in credit as there are many impon¬ 
derable factors. The strategy now being 
adopted by the Reserve Bank is giving it 
full opportunity to find out how fresh 
credit is being made available to the 
different classes of borrowers. There need 
not therefore be a lowering of the cash 
reserve and liquidity ratios. The monetary 
authorities should however be agreeable 
to provide 100 per cent refinance facilities 
against procurement credit and permit also 
liberal lending against additions to sugar 
stocks. It is unlikely that fresh assistance 
under the bill market scheme will be 
sizeable henceforth because of the need 
of banks to make payments against matur¬ 
ing bills. 

Borrowing against refinance facilities 
will thus have to be liberally permitted, if 
it is realised that there cannot be any 
significant improvement in conditions in 
the money market until the later half of 
the slack season and there may also be a 
greater impact of imported inflation in the 
next few months, there should be no major 
cause for worry if borrowing from the 
Reserve Bank by scheduled commercial 
banks exceeds even the aggregate of 
Rs 500 crores at particular stages. It will 
thus be pertinent to say that the most 
difficult phase of the busy season is yet to 
be experienced and the financing of 
procurement operations in May-July may 
create tricky situations if the monetary 
authorities do not act sympathetically and 
take note of the new forces at work. 
Monetary policies can of course have the 
desired effect only if fiscal policies also are 
pragmatically conceived and a distinct! 
improvement in agricultural and industrial 
production comes about. 
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Wanted: 
dynamism in 
electronics 

At thii first meeting of the National 
Advisory Committee on Electronics 
(NACE) held recently in the capital, the 
participants drew the attention of the go¬ 
vernment to the acute shortage of compo¬ 
nents which had hampered the growth of 
industry resulting in reduced availability 
of products both for domestic consump¬ 
tion and exports. It was suggested that 
the necessary raw materials should be 
made available to all manufacturing units 
which were not able to utilise their capaci¬ 
ties fully because of the paucity of inputs 
and also that, wherever the units had shown 
willingness to expand capacities, the go¬ 
vernment should readily issue the necessa¬ 
ry licences. Otherwise the ambitious tar¬ 
gets which the Planning Commission had 
set for the electronics industry for the 
next Plan period would not be attained. 

It may be stated here that the draft 
of the fifth Plan has envisaged an additio¬ 
nal investment of about Rs 202 crores 
during 1974*75—1978-79 which is expect¬ 
ed to generate production of the order 
of Rs 2,300 crores in five years. This 
expansion in output would be possible if 
the capacities of the old units are liberal¬ 
ly expanded and the new units given the 
needed incentives so that the annual pro¬ 
duction of electronic components and equip¬ 
ments may rise from the present level of 
about Rs 200 crores to Rs 560 crores in 
1978-79. Besides expansion in capacities, 
this industry needs substantial support from 
research and development, (R&D) in elec¬ 
tronics for which the fifth Plan, however, 
has provided only Rs 71 crores whereas 
perhaps twice that amount would have 
been a reasonable provision. The NACE 
had rightly recommended that the alloca¬ 
tions for the creation of R AD facilities 
for this highly sophisticated industry 
needed to be increased. If the targets 
which the Planning Commission had set 
for the electronics industry were achieved, 
about 360,000 additional hands migh be 
absorbed by this industry in the fifth 
five-year Plan period. 

The NACE pleaded not only for the 
creation of additional capacities for the 
manufacture of components but also urg¬ 
ed the need for the industry concentrating 
on quality. It was recognised that the 
electronic equipment or articles produced 
in this country found it difficult to com¬ 
pete in international markets -owing to 
the limited availability of quality compo¬ 
nents. Said a participant: “Very often 
manufacturers of professional electronic 
components in India claim to have produc¬ 
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ed components conforming to rigid stan¬ 
dards. But in practice the components 
are found wanting in many respects. It 
should be appreciated that sophisticated 
equipments are only as good as the com¬ 
ponents used in them. There should not be 
any compromise with regard to the quali¬ 
ty of components”. 

The NACE came to the conclusion 
that the entertainment sector of the elec¬ 
tronics industry still commanded a domi¬ 
nant position even though it was passing 
through a period of stagnation for the 
last three years. Two major trends had 
affected its growth. First, the continuous 
rise in prices in general had reduced the 
purchasing power of the people which had 
hit hard the discretionary component (of 
which the radio set was a part) in house¬ 
hold expenditure. Second, the Vivid!t 
Bharti programme of All-Tndia Radio 
(AIR)—which happened to be the most 
popular programme—was broadcast from 
not very powerful transmitters. If it was 
beamed by high-power transmitters, there 
was bound to be a spurt in the demand 
for radio sets, especially the cheap single- 
band ones. While the AIR had chalked 
out a programme to cover the whole coun¬ 
try by radio transmitters in the fifth five- 
year Plan period, it had still not taken a 
decision in regard to the installation of 
a high-power transmitter. It seems that 
insufficient coordination between the 
Electronics department, the ministry of 
Information and Broadcasting and the 
other concerned ministries had brought 
the radio industry to i<s present pitiable 
condition. 

Some of the participants suggested 
that the radio license fee, paid on an an¬ 
nual basis, should be done away with com¬ 
pletely as the yield in revenue was not 
commensurate with the effort involved in 
collecting it. Moreover, the Post and 
Telegraph department had failed miser¬ 
ably in bringing to book the oweners of 
unlicensed radio receivers, especially in 
the rural areas. While no exact figures 
were available regarding the number of 
unlicensed radio sets, sonic estimates put 
it about 10 millions against 13 million 
licenses issued by the P and T depart¬ 
ment. When Mr K. K. Shah was the 
Information and Broadcasting minister, 
he was reported to have promised to an¬ 
nul the radio license fee once the revenue 
from commercial broadcasting reached a 
crore of rupees. Currently, the yield 
from this source is estimated to be more 
than four crores of rupees. These earn¬ 
ings could be increased further by intensi¬ 
fied activity in commercial broadcasting 
and the loss incurred in annulling the 
license fee could be more than made up. 
At the worst, the license fee should be 
charged at the time of the purchase of the 
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radio set and it should be a onee-for-all 
charge. 

For the past two years, the Electro¬ 
nics department of the government ol 
India has been assisted by the Electronics 
Commission which has chalked out sche* 
mes for the steady progress of the indus¬ 
try so as to increase export earnings. 
The argument that our country has relati-, 
vely cheap skilled labour vitally needed 
for this industry is certainly tenable, 
though the rate of rise in exports has been 
far from flattering. The total value of: 
exports of electronics goods in I972r73 
was no more than Rs 6.79 crores, though 
the Electronics Commission is hoping to 
earn as much as Rs 17 crores in 1974-75. 
Nearly half ol’ this is expected to be earn¬ 
ed by the Sanlacru/ Export Processing 
Zone. Unfortunately, the Santacruz 
project, which had raised high hopes at 
one time, seems to have made but little 
progrese so far. It seems that the deve¬ 
lopment commissioner of the Free Pro¬ 
cessing Zone has not been armed with 
sufficient authority so as to be able to 
hasten its progress. The participants felt 
that besides “proper delegation of power” 
to the development commissioner, some 
positive action needed to be taken to 1 
expedite decisions. 

In order to increase the export earn¬ 
ings of this industry, it was suggested by 
participant that “the existing as well as the 
new units should be asked to export aU 
least fo the extent of their raw materials" 
requirements so that the functioning of j 
these units may be smoother”. This pro- j, 
posal needs cureful examination by thej 
Electronics Commission because, if found* 
practicable, it would facilitate the import of ^ 
essential raw materials which would other- j; 
wise be denied to the industry due to the' 
shortage of foreign exchange reserves. It 
was rightly pointed out by some of the 
participants that the licences issued for 
imports from the rupee currency area 
were very often useless because the items 
indicated therein were not available from 
those sources; such errors needed to be 
avoided as they cause unnecessary hard¬ 
ship to importers. 

The cleclronicss industry does offer 
bright prospects for increasing employ¬ 
ment opportunities but it would need 
dynamic leadership from the Electronics 
Commission which was set up with great 
fanfare more than two years ago. Des¬ 
pite the fact that the Electronics depart¬ 
ment and the Electronics Commission are 
headed by Pfof. M. G. K. Menon, one of 
our ablest scientists who has shown a 
great craving for investigative studies, it 
is a pity that the conclusions thrown up by 
analyses and seminars do not get translated 
into positive action. It is therefore hard to 
anticipate hopefully the fruits of the deli¬ 
berations of the first meeting of the NACE. 
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Maharashtra's 

finances 

This revised estimates of the Maharashtra 
government for the current year, 1973-74, 
show a delict of Rs 20.73 crones on re¬ 
venue and capital accounts taken together 
as against the originally-anticipated 
surplus of Rs 13 lakhs. The budget 
for 1974-75, presented to the assembly 
last month, anticipates a much bigger 
overall deficit of Rs* 65.9 crores—Rs 
35.1 crores on revenue account at the 
existing rates of taxation and Rs 30.8 
crores on capital account. Most of the 
revenue deficit (Rs 35.1 crores) is to be 
covered by additional taxation measures 
designed to yield Rs 31.3 crores. 

It is rightly claimed that the proposed 
taxation measures- spare, by and large, 
the low-income groups. The higher rates 
of sales lax ranging from seven per cent 
to 20 per cent, for instance do not hit 
these groups as the articles selected arc 
mostly used by commercial offices or high 
income groups. Such articles include air 
conditioners, deep freezers, refrigerators, 
tabulating machines, duplicators, compu¬ 
ters, electrical goods, specified items of 
furniture, superior quality timber, luxury 
toilet articles, instant tea and coffee, and 
beer. The additional sales tax measures 
alone would yield more than Rs 17 crores. 
Two other levies designed to sponge the 
affluent arc a tax (ranging from three per 
cent to seven per cent) on accom¬ 
modation tariffs in posh hotels and a 
cax on housing accommodation of over 
125 sq. metres in Greater Bombay 
and over 150 sq. metres within the limits 
of other municipal corporations. Sur¬ 
charges on land revenue and education 
cess above certain exemption limits, hig¬ 
her rates of education ccss on urban pro¬ 
perties with annual letting values of more 
then Rs 3,000 and a higher rate of elec¬ 
tricity duty for domestic consumption 
beyond 150 units per month are likewise 
intended to net in more revenue from the 
relatively affluent groups in rural and 
urban areas. Even the surcharges on 
cinema tickets and bus fares levied 
for financing the childrens’ nutrition 
programme are progressive in character. 

The additional taxation measures, 
including marginal adjustments in stamp 
duty and goods tax on public carriers, 
will yield more than Rs 150 crores over 
the fifth Plan period, as against the 
target of Rs 250 crores laid down by the 
Planning Commission for resource mobi¬ 
lisation by the state. It is indeed a bold 
effort by the state government to raise 
more resources in the first year of the 


Plan itself despite a difficult economic 
situation. The sixth Finance Commission 
too has indicated a higher figure of Rs 
712 crores for the state in shared taxes 
over the 1974-79 period, as against only 
Rs. 672 crores which would have accrued 
to it on the basis of the principles of 
devolution laid down by the fifth Finan- 
ncc Commission. 

The additional resource mobilisation 
during the first year of the Plan, massive 
though it is, will still be inadequate. The 
proposed Plan outlay for 1974-75 is Rs, 
280 crores, but the budget provisions fall 
short of that total by Rs 22 crores. This 
deficit which is part of the overall deficit, 
it is hoped, will be covered by additional 
central assistance and open market bor¬ 
rowings, Incidentally, Maharashtra’s plan 


for the budget year is the largest state 
plan, as of today. It is also noteworthy 
that, of the total outlay of Rs 280 crores, 
as much as Rs 194 crores will be devoted 
to the four core sectors of agriculture, 
irrigation, power and industry. 

The main thrust in agriculture will 
be on increasing the production of food- 
grains. As for irrigation, a new approach 
is to be tried for coming to grips with 
the problem of utilisation of the irri¬ 
gation potential created in the past 
Plan periods. Five project areas have 
been selected for this purpose, and in 
each of these areas, a command area de¬ 
velopment authority is being established. 

Power development and rural electri¬ 
fication, too, will be accelerated. An 


Table l 


Revenue Receipts 

(Rs crores) 


Heads of revenue 

Actuals 

1972-73 

Revised 

estimates 

19/3-74 

Budget 

estimates 

1974-75 

I Tax Revenue 




Taxes on income and expenditure 

57.9 

61.2 

54.3 

— Of which income-tax 

58.1 

61.1 

54.2 

Taxes on property & capital transactions 

29.3 

33.6 

33.6 

—Of which land revenue 

10.3 

15.5 

15.1 

Taxes on commodities and services 

274.7 

331.7 

359.6 

—Of which state excise 

10.1 

23.8 

25.9 

Sales tax 

182.3 

216.0 

240.2 

Total 1 

361.9 

426.5 

447. if 

11 Non-Tax Revenue 




Interest receipts, dividends & profits 

36.3 

43.6 

44.7 

General services 

14.9 

16.3 

15.9 

Social & community services 

14.9 

19.0 

22.9 

Economic services 

12.9 

42.7 

47.1 

■ -Of which forest 

0.4 

19.2 

20.4 

Irrigation projects 

2.8 

3.1 

4.0 

Power projects 


9.2 

9.7 

Total II 

79.0 

121.6 

130.6 

Ill Grants-in-Aid & Contributions 



Grants-in-aid from the centre 

97.5 

138.3 

48,5 

Slate’s share of union excise duties 

54.1 

63.1 

66.7 

• Total Ill 

151.6 

201.4 

115.2 

Grand Total ((. 11 & 1U) 

592.5 

~~m5~ 

693.3* 


*At the existing rates of taxation. 
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additional capacity of 285 MW will be 
commissioned during 1974-75, taking the 
aggregate generation capacity in the state 
to 2,418 MW. The state electricity 
board would also be electrifying an addi¬ 
tional 2,200 villages and energising an 
additional 56,000 irrigation pumps under 
its various schemes during the year. 


Tablr II 

Expenditure Met from Revenue 

(Rs crores) 

Heads of expenditure Actuals Revised Budget 

estimates estimates 
1972*73 1973-74 1974-75 


Ip the sphere of industry, the accent 
will be on the development of backward 
districts. With the recent liberalisation 
of the state government's Package 
Scheme of Incentives and the expected 
extension of the Central Capital Subsidy 
Scheme to some more backward districts, 
industrial development may well pick 
up in new growth centre's outside the 
Bombay-Thana-Poona-Nasik complex. 
The budget provisions for the proposed 
leather development corporation and 
the proposed state mining corporation 
(which is to mine coal in and around 
Chanda district) are also worthy of 
mention. 

The emphasis in the annual plan of 
1974-75 will thus be on the on-going works 
and productive programmes likely to 
yield quicker results. At the same time, dis¬ 
continuance of some unproductive non- 
Plan programmes is also likely, now that 
a committee headed by the stale's Fina¬ 
nce minister is siezed of the matter. 
Though the Finance minister has thrown 
up his hands in despair, saying “there is 
little that the (stale) government can do 
about the problem of inflation,” he has 
made an attempt, within the limits of the 
state’s powers, to help treat that national 
malady. His modest contribution is by 
way of appropriate fiscal measures to 
cover the revenue deficit, promised 
reduction in the number of non-PJan 
programmes, accent in the annual plan 
on the on-going works and quick-yielding 
programmes with practically no provision 
for new projects and works of longer- 
term significance, and a production-orie¬ 
nted rural employment guarantee scheme 
with an initial provision of Rs 10 crores. 


I. General Services 


Organs of stale 

6.7 

6.9 

7.4 

Fiscal services (collection of taxes) 

60.8 

64.0 

65.9 

—Of which collection of land revenue 

20.2 

21.8 

18.8 

Interest payment & servicing of debt 

86.0 

135.2 

115.8 

Administrative services 

70.5 

85.8 

99.9 

Pensions & miscellaneous services 

11.0 

11.0 

11.5 

Total I 

235.0 

302.9 

300.5 

II Social & Community Services 



Education 

J13.2 

J4I.0 

158.7 

Medical, public health, water supply, etc. 

59.6 

66.7 

67.7 

Relief on account of natural calamities 

92.2 

142.2 

4.2 

Others 

.10.4 

35,5 

44.1 

Total II 

295,4 

385.4 

274.7 

III Economic Services 




General economic services 

10.6 

12.1 

14.1 

Agriculture & allied services 

76.9 

83.9 

92.0 

Industry Sc minerals 

2.5 

4.2 

4.7 

Water & power development 

20.8 

31.2 

31.7 

Transport & communications 

4.6 

3.7 

4.1 

Total III 

115,4 

135.1 

146.6 

IV Grants-in-Aid 




Compensation & assignments to local bodies & 




panchayats 

*.8 

5.2 

6.6 

Grand Total (l, 11, III & IV) 

650.6 

828.6 

728.4 


Excess of expenditure over revenue 58.1 79.1 35.1 


Tablr Til 


The financial statement for the bud¬ 
get year, prepared in accordance with 
the scheme of functional classification of 
accounts recently prescribed by the Con¬ 
troller and Auditor General of India, 
provides a better insight into the slate 
government’s finances than the state¬ 
ments of previous years. Three condensed 
tables are therefore carried in this article. 
These will generally speak for themselves. 
Suffice it to say that the financial magni¬ 
tudes of expenditure on economic services 
on both revenue and capital accounts 
reflect the pronouced accent placed on 
them in the budget for 1974-75—the first 
year of the fifth Plan. 


Capital Expenditure Outside Revenue Account 

(Rs crores) 


Heads of expenditure 


Capital outlay on public works (general services; 
Capital outlays on social & community services 
Capital outlays on economic services 
—Of which, outlay on irrigation 
outlay on power 
outlay on roads 


Total 


Actuals 

Revised 

estimates 

Budget 

estimates 

1972-73 

1973-74 

1974-75 

2.6 

1.9 

M 

8.0 

7.6 

7.1 

81.6 

129.3 

144.9 

40.1 

50.3 

49.5 

12.2 

10.1 

12.0 

5.6 

6.2 

5.2 

92.2 

138 

153.1 
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irons ofwiiwi 
Development planning 
...... in north-east India 


Oni> o i he less known but picturesque 
areas of the country is the vast region 
in the north-east which comprises as 
many as live *tatc governments - - Assam, 
Meghalaya, Nagaland. Manipur and Tri¬ 
pura and two union territories- Mizoram 
and Amnadial Pradesh, it is a land of 
great scenic beauty with turbulent rivers 
flowing through it. of high mountains, 
deep gorges, and lush green valleys. Ll 
has a total area of 255,000 sq. km. but a 
population of only 20 million. Its popula¬ 
tion is diverse in terms of race, langu¬ 
age and religion from the peoples of 
the plains of Assam, the Khasis and 
Gams of Meghalaya, the Nagas of Naga¬ 
land, the Mizos of Mizoram, the tribes 
of Arunachal Pradesh and the peoples 
of Manipur and Tripura. It is an area 
situated strategically between Bangla¬ 
desh and Burma: and twice in the last 
three decades, it has been threatened by 
foreign invasion--by the Japanese in 
1**44 and the Chinese in 1002. 

The norih-east is endowed by nature 
with great natural, mineral and human 
resouiccs: its fertile soil and rain forests 
contain a wide variety of fauna and 
flora. It is the biggest supplier of crude 
oil in flic country; tea and jute are 
important money spinners, earning or 
saving vital foreign exchange. 

natural resources 

Coal, natural gas. limestone, silmanite 
and clav occur in large quantities. Fed 
by incessant rain, the region has a hvdcl 
potential 15 million KW which almost 
equals the installed power capacity in 
the country today. But more important 
is the human icsource- the people of 
this area, though economically poor, are 
artistic and skilful. Female literacy in 
Meghalaya is higher than the all-India 
average and the women are cheerful and 
hard working. One has only to witness 
the colourful songs and dances of these 
gifted people to realise the tremendous 
human potential that waits to be tapped. 

And vet, paiadoxically, it is one of 
the most economically backward areas 


of the country with a low per capita 
income, poor productivity and, hardly 
any industry. Assam which is the most 
developed part of the region, accounts 
for only 1.62 per cent of the total 
national output and in terms of power, 
barely 300 KW is generated in this vast 
area—which is less than one per cent 
of the all-India total. The per capita 
power consumption is only 17 KW as 
against more than 100 KW in the rest of 
the country. Truly, as the chief minister of 
Assam remarked at a seminar on the 
Growth of Industries organised some 
months back at Shillong, there is “pover¬ 
ty in the midst of plenty"; nowhere is 
this more strikingly demonstrated than 
in Shillong itself- the beautiful hill sta¬ 
tion which is the capital of Assam, 
Meghalaya and Arunachal Pradesh— 
where with a rainfall of mort than 500" 
per year, there is acute water shortage 
in the summer months. 

major problems 

The seminar, organised by the National 
Alliance of Young Entrepreneurs (in co¬ 
operation with the governments of the 
region) was attended by a wide cross 
section of industrialists, adniiuistratois. 
bankers and businesmen and highlighted 
some of the major problems of the 
region standing in the way of rapid eco¬ 
nomic growth. The geographic isolation 
of the region leads to difficulties in the 
transport of raw materials and finished 
products. The length of surfaced roads 
in the region is pitifully low—-5000 Km. 
as against 325.000 Km. in the rest of 
India, Railheads are available only in three 
states—Assam. Nagaland and Tripura; 
and lheir total length is hardly 2000 Km. 
against 60,000 Km. for all India. 
Another aspect is the division of the 
region into a number of political units- 
and the inevitable problems that arise 
as a consequence *of it. Assam which 
till now had its capital at Shillong 
has recently moved it to Gauhati, where 
a temporary capital is being built 
and where the already over-burdened 


civic services will be still more strained. 
Thirdly, although culturally developed, 
the region has yet to fall in line with the 
mainstream of modem industrial develop¬ 
ment; this is an area, where in the words 
of Capt. Sangma, the chief minister of 
Meghalaya, “time has stood still", and 
special efforts are needed to generate the 
skills necessary for rapid growth. 

psychological barrier 

And yet, the picture is not entirely 
dark. The isolation of the area is per¬ 
haps more psychological than real; 
Gauhati is 45 minutes away from Dum 
Dum international airport by jet, while 
Shillong (which will soon have an air¬ 
port) will be at the same air distance 
from Calcutta. Modern communication 
media make it possible to reach remote 
inaccessible areas speedily; and with the 
establishment of Bangladesh there is no 
longer the feeling of being ‘on the other 
side of the fence’. (In fact, the manag¬ 
ing director of the Bangladesh Small 
Industries Corporation attended the semi¬ 
nar and spoke warmly of the friendship 
of his people with India). The climate 
of the area is. for the most part, plea¬ 
sant and braeing. with no problems of. 
dust and pollution. The high literacy 
rate in the area makes possible the rapid 
emergence of a skilled and educated 
labour that is a vital infrastructure for 
any industrial growth. (It is interesting 
to know that the Khasi dialect has adopt¬ 
ed the Roman script which will undoubt¬ 
edly help it to catch up quickly with the 
rest of the world). 

But the limited market potential in 
the region, imposes a constraint on the 
scale of operation of industrial units. 
Although industries such as cemenU sugar 
and paper can be set up (and concrete 
steps in this regard have been taken), one 
cannot think of the conventional sizes 
elsewhere in India—not to speak of 
other developed countries. It is here lhai 
modem technology has provided a break-, 
through: in Assam itself, ai Jorhat* the 
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Regional Research Laboratory has pione¬ 
ered a small-sized cement plant (of 25 
f tons per day capacity or even less) as 
against the 600-ton plant using a marked¬ 
ly different principle. Similarly, the re¬ 
covery rate of khandsari sugar plant has 
beat increased at the Planning and Action 
Research Institute, Lucknow to 9.2 per 
cent—making it comparable with the vac¬ 
uum pan process. Even small-sized 
paper plants which at one time were 
considered as uneconomic, are now re¬ 
garded as viable. What is required is 
application of new technology for 
Solving the problems of the region keep¬ 
ing in mind its special characteristics. 

Again, one needs to identify indus¬ 
tries which are fool-loose and have a 
li& > growth potential as well as a local 
ifemand. Electronics was identified os 
(Hie such area and the promotional sup¬ 
port of the government of India was 
sought as an aid to establish electronic 
units which would incidentally provide 
employment to literate girls in the area. 
There is a distinct possibility to set up 
such units at Shillong and Gauhati where 
the central government has offered to 
provide assistance to set up testing and 
development centres at a cost of Rs 25 
lakhs. Even export-oriented units can 
be thought of at both Shillong and 
(iauhaii connected by daily flights to 
Calcutta and considering the ease of 
transport of raw materials and products 
in electronics (together with the trans¬ 
port subsidy provided by the government 


less managerial skills. But even so, 
entrepreneurship within the region is so 
scarce that special efforts will have to 
be made to develop them. It was. there¬ 
fore, refreshing to find both Mr Mohd. 
Idris, the minister for Industry of Assam 
and Mr Stanley Nicholas Roy, minuter 
for Industry of Meghalaya adopting a 
‘pragmatic’ approach to permit ‘outsiders’ 
for developing technology-oriented and 
capital-intensive industries. But. simul¬ 
taneously, local entrepreneurs netd to be 
encouraged, and the suggestion made by 
Mr Nicholas Roy for setting up a special 
institution for the development of entre¬ 
preneurship to serve the entire region is 
indeed timely and constructive. Private 
organisations such the NAYE, F1CC1, 
FAS11, AIMO etc. can also help in ar¬ 
ranging a suitable in-plant training pro¬ 
grammes for those who enrol in such an 
institution. 

major consideration 

A major consideration, however, is 
that for economic purposes, the entire 
region needs to be viewed as a single 
unit and developed in an integrated man¬ 
ner. It is obviously unwise to have units 
in the area competing with each other 
for the limited internal market. The deve¬ 
lopment of the several parts of the region 
needs to be complementary and not 
competitive, if Ihe growth is to be heal¬ 
thy. The establishment of the North- 
East Council which was inaugurated by 
the prime minister on November 1. 1972. 


state industrial development corpora¬ 
tions must play a more active role in this 
process than their counterparts elsewhere 
in the country. Large units can be set 
up by the private business houses and 
in the public sector but what is re¬ 
quired are suitable facilities for this 
purpose. Identification of potential 
growth centres, providing the infra¬ 
structure at such centres, locating entre¬ 
preneurs and assisting them in financing 
projects are areas where the stale agencies 
can be of help. It is a matter of gratifi¬ 
cation that the Industrial Development 
Bank of India has set up a North-East 
Consultancy Organisation at Gauhati to 
help the states and administrations of the 
area in this task. 

The development of (he north-east 
is ultimately a challenge that requires 
the combined effort of industrialists, 
technologists, administrators, development 
planners and bankers. Brazil which has 
a similar problem with its ‘North-East 
has mounted a massive programme of 
development; India cannot afford to do 
less in this area of great cultural and 
strategic significance. The timely assu¬ 
rance recently given by the prime minister 
to u high level delegation of the North- 
East Council will need to be translated 
quickly into specific programmes of 
action so that this region may take its 
rightful place in India’s development pat¬ 
tern. 


of India). 

tropical products' 

d^her industries utilising the resour¬ 
ces of the area can be set up. The wide 
range of tropical and sub-tropical plants 
n the region can give rise to a growing 
iidustry both for decorative and medi- 
;inal purposes. The development of 
orchards and flowering plants will find 
i good market in Calcutta and abroad. 
Cinnamon, lemon-grass, agarwood, citro- 
nefla and ginger can give rise to extrac¬ 
tive oils. Availability of fruits such as 
pine apple, papaya, banana and oranges 
‘•in be helpful in the establishment of 
the fruit processing and canning indus- 
ries. 

Quite obviously, the main thrust of 
;rowth in this region will have to be in 
he mail and medium sectors either as 
giallaries to the large-scale sector or as 
dependent units. These require com’ 
•uratively less capital investment and 


is indeed a good augury and, wisely, the 
new council (which consists of all the 
governments in the area except Naga¬ 
land) has taken up priority sectors such 
as transport and power for immediate 
development on a coordinated basis. An 
industrial development authority can also 
be thought of under the North-East 
Council which will help to mesh the 
plans of one area with another and 
assist in the balanced development of 
the region as a whole. The north-east 
university now being set up should con¬ 
centrate on areas of immediate relevance 
to the region and be the focal point for 
supplying data and ideas for formulating 
development plans at both the state and 
cerftral levels. 

Perhaps, state agencies also will have 
to display drive and initiative in setting 
up new units, funded, if necessary, entire¬ 
ly by the government in the first instance 
and associating with their working suit¬ 
able local entrepreneurs to whom they 
can be handed over at a later stage. The 
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POUTS OF VIEW 

Problem of internal — 
public debt redemption 


It is often argued that retirement of 
interim] debt inflicts no burden upon the 
economy because it involves payments 
within the economy. This view is right 
only in macro sense. In the micro sense 
it will not hold good as it involves transfer 
payments from one s:etion to the other. 
It is also argued that if the tax rate is so 
progressive and. selective that it siphons 
off the total interest earning, internal debt 
will not inflict any burden. Such a pro¬ 
gressive rate of tax however is rarely 
possible and even if it is possible the 
friction arising from levying additional 
taxation will have to be faced. So far as 
the burden of internal debt repayment is 
concerned, it may be measured on the 
basis of the ratio between internal debt 
and national income, debt servicing charges 
and tax revenue or interest on internal 
debt and national income, etc. 

undesirable trend 

Mounting public debt as a percentage 
of national income is undesirable because 
it eventually leads to higher taxes for 
servicing the debt. However, in our 
country the magnitude of the debt in 
relation to the national income is small 
and there is no sign of over-borrowing 
internally. The ratio of internal public 
debt to national income was only 21.2 
per cent at the end of March 1951. It 
increased to 23.3 percent at the end of 
March 1956, to 29.9 per cent at the end 
of March I9(>| and declined to 23.2 per 
cent at the end of March 1970. (Table I). 

If the debt position is any guide, the 
debt-income ratio is quite small in our 
country compared to the ratio in most of 
the countries of the world. Economic 
history shows that some countries had 
public debt amounting to as much as 
twice their national income without any 
adverse effect on their economies. As 
pointed out by Whittlesey and others, 
“During the 125 years period extending 
from 1690 to the end of the Napoleonic 
wars in 1815, the rise in the national debt 
or Great Britain was persistent and subs¬ 
tantial. Vet during these years the indus¬ 
trial revolution was successfully nurtured 


in Great Britain. The British national 
debt at the close of the Napoleonic wars 
was about twice the level of national 
income of Britain at that time- as com¬ 
pared with u peak ratio for the United 
States of about one and one half to one 
at the close of World War 11. In spite of 
the burden of this large debt, the British 
economy was pre-eminent in the world's 
economy during the nineteenth century, 

no obstacle 

It is a!s ) relevant that the lesser but still 
relatively large burden of debt imposed 
upon the economy of the United States 
during and after World War II did not pre¬ 
vent a rapidand unusually long sustained 
expansion of output in the succeeding 
decade and half. It would seem reasonable 
to conclude that the burden of a large 
public debt is not a decisive obstacle to 
economic growth/* 1 Even now the debt- 
income ratio in India is lower than the 
ratio in many other countries. As 
J. Levin in his recent study indicates, the 
domestic public debt as a per cent of 
Gross Domestic Product is 78.8 in the UK, 
68.7 in Ireland, 52.0 in Sri Lanka, 49.5 
in New Zealand, 48.2 in Belgium, 47.5 
in Canada, 43.6 in Rhodesia, 41.2 in 
the United Stales, 40.0 in Australia, 38.6 
in South Africa and 33.9 in Luxembourg, 
while it is 32.1 in India. 2 

However, some economists are of the 
opinion that if the rate of growth of 
public debt is greater than the rate of 
growth of national income, the magnitude 
or the burden of debt servicing will be 
increasing relatively and vice-versa. Though 
the ratio of internal public debt 
to national income is comparatively small, 
the rate of growth of public debt is higher 
than the rate of growth of national in¬ 
come. Between 1951-70 internal public 
debt of India increased by 357.7 per cent 
whereas the national income increased by 
327.1 per cent. 

In our country the main problem is 
the low rate of growth of national income 
rather than the rapid increase in the 
public debt. Thus, the problem of the 


‘debt servicing burden* becomes a problei 
of increasing national income. In order t 
have an increase in income, there must b 
rising volume of monetary expenditure 
and, further, there must be an actua 
growth in the productive powers in orde 
to allow the increasing stream of expendi 
lure to take place without a rise in prices. 
Besides, faster growth of public debt i: 
relation to the growth of national inccim 
should be treated as something inevitabl 
in the eailv stages of economic develop 
ment. The trend will be altered when th 
rate of investment in infrastructure wil 
slow down as the economy roaches higlic 
levels of development. It is Ihusncces 
sary to sp:*cd up the rate of growth of on 
economy for making the burden of debi 
servicing less onerous. If the large let 
rate of growth cannot be achieved, tin 
growing public debt will impose a hcavj 
strain on the economy in future. 

The internal debt servicing burden 
also measured by the annual interes 

Tabu; 1 

Ratio of Internal Public Debt to National 
Income 

(Rs crores) 

---- 1 — 

Year (end Total National Internal '* 
of March) internal income public debt 
debt (at current as % 
prices) of nat¬ 
ional 


income | 

1951 

2,022 

9,530 

21.2 

1956 

2,329 

9,980 

23.3 

1961 

3,975 

13,294 

29.9 

1966 

5,415 

20,621 

26.3* 

1967 

6,214 

23,903 

26.0 

1968 

6,555 

28,374 

23.0 

1969 

6,800 

28,678 

23.7 

1970 

7,234 

31,174 

23.2 

1971 

7,464 

— 


1972 (BE) 8,026 

—- 

hi 

Source: 

J? Bl Bulletin, June, 1971, 

p. 837 
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payments required. The servicing burden 
becomes more meaningful if the percentage 
of interest payments to national income 
is taken into consideration. The ratio 
of interest payments to national income 
provides a simple index of the level of 
tax rates required and the consequent 
burden on the community. Table 11 
indicates the interest payments on the 
internal debt in relation to national income. 

If we analyse the above data relating 
to national income and interest payments 
we might notice that the percentage of 
interest payments to national income 
which was only 0.7 per cent in 1951-52, 
in spite of the phenomenal rise in the 
internal debt, became only 3,0 per cent 
in 1969-70. It seems that internal debt 
inflicts an insignificant burden. It must 
foe pointed out however that it is simply 
because of the artificially low rate of 
interest. The rates offered for the loans 
raised by the government in the market 
are very much lower than the rates olTcred 
in other lines of investment. Moreover, 
funds obtained through ways and means 
of advances and sale of treasury bills do 
not cost much to the government as they 
arc obtained at very low rates of interest. 

The internal debt servicing has no 
meaning if a large portion of the interest 
payment is received by the government 
and scim-government institutions. It 
implies merely a book-transfer rather 
than real payments. Unfortunately we do 
not have data relating to actual amount 
of interest paid to each category of owners 
of public debt in India. However, on 
the basis of the ownership pattern of 
government securities, it can be said that 

considerable portion of the interest 
payments of the government goes to the 
government and semi-government insti¬ 
tutions. 

inter-government transfer 

At the end of March 1%9, out of the 
total securities of Rs 4,629,0 crores, the 
securities owned by the central and state 
governments and the Reserve Bank of 
India (own account) amount to Rs 
1,653.2 crores or about 38 percent of the 
total. The interest paid for these securities 
goes to the government and the Reserve 
Bank of India and such payments are 
only an inter-governmental transfer of 
resources which in no way necessitates 
any transfer of funds from the public 
sector to the private sector. The interest 
on government securities held by the 
• nationalised banks also goes back to the 
government. Payments of interest on the 


securities held by other groups amounts 
to real payment and imposes burden on 
the budget. As in India a large part of 
the government securities are owned by 
the government and semi-government 
institutions, the net budgetary burden 
of debt-servicing is smaller than what 
it otherwise would have been. Tabic III 
indicates interest earnings of the govern¬ 
ment of India and interest payments in 
respect or internal debt of the government 
of India. 4 

Table 111 indicates that in 1951-52, 61.3 
per cent of the interest payments by the 
government of India was covered by inter¬ 
est earnings. Since then it has shown a phe¬ 
nomenal increase and after 1965-66 interest 
receipts of the government have actually 
exceeded the interest payment and there¬ 
fore debt services of the present order do 
not appear to be any strain on the ex¬ 
chequer. 

effect on state governments 

However, this argument will not stand 
if we take into account the interest pay¬ 
ments and interest earnings of the state 
governments. flic larger part of the 
interest earnings of the government of 
India comes from the interest payments by 
the state governments on the loans taken 
from the centre, and their (state govern¬ 
ments’) inte’rest payments are certainly 
more than their interest earnings. Debt 
services of the stales have increased from 
Rs 8.88 crores in 1950-51 to Rs 252.90 
crores in J965-66. Out of each rupee of 
the taxpayer, the stales allocated only 
2.2 paise for debt services in 1951-52. 
However, since then debt services have 
increased to such an extent that the states 
had to allocate 14.0 paisc out of each 
rupee of the taxpayer for debt services. 
As a per cent of non-dcvclopmental ex¬ 
penditure, debt services of the states have 
increased from 4.3 in 1951-52 to 33.9, 
in 1965-66.* Interest charges as a pro¬ 
portion of states’ revenue have gone up 
from 13.2 per cent in 1960-61 to 20.1 
per cent in 1970-71°. So the above argu¬ 
ment that interest earnings are in. excess 
of interest payments does not hold good, 
if we take into consideration the centre and 
the states put together and debt services 
do impose sonic strain on the budget. 
However, in considering this strain wc 
should notice the contribution that the 
public debt makes to capital formation 
and national income. 

The proportion of tax revenue absorbed 
by debt services may be taken as another 


TAtti-r. II 


Ratio of Interest on Internal Debt to 
National Income 





(Rs crores) 


Interest 

National 

Interest 

Year 

payments 

income at payments 


current 

ns % of 
national 



prices 




income 

1951-52 

70,35 

9,530 

0.7 

1955-56 

105.54 

9,980 

J .05 

1961-62 

248.99 

13,294 

1.8 

1965-66 

563.00 

20,621 

2.7 

1966-67 

687.64 

23,903 

2.8 

1967-68 

738.51 

28,374 

2.6 

1968-69 

828,40 

28,678 

2.8 

1969-70 

959.28 

31,174 

3.0 

Source : 

Compiled 

from Explanatory 


Memorandum on the Budget of 
the Central Government and 
RBI Bulletin , June 1971 


Tabu- III 

Interest Receipts and Interest Payments 
of the Government of India 

(Rs crores) 



Interest 

Interest 

%Of 

Year 

receipts 

payments payments 


of the 

of the 

covered 


govern¬ 

govern¬ 

by 


ment of 
India 

ment of 
India 

earnings 

1951-52 

43.00 

70.35 

61.3 

1955-56 

55.73 

86.70 

63.9 

1961-62 

131.20 

164.6! 

79.8 

1965-66 

307.67 

287.17 

110.1 

1966-67 

371.73 

331.94 

112.0 

1967-68 

409.J1 

362.29 

113.0 

1968-69 

496.03 

374.70 

132.6 

1969- 70 

1970- 71 

573.46 

405.79 

141.0 

(RE) 

1971-72 

604.00 

487.00 

124.4 

(BE) 

648.00 

548.00 

118.2 

Source: 

Explanatory 

Memorandum on 


the Budget of the Central Govern 
ment (various issues). 
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indicator of the magnitude of internal 
debt servicing problem. Table IV sho\ys 
the percentage of interest on public dent 
to tax revenue. 

Table IV 


Ratio of Interest Payments to 
Tax Revenue 

(Rs crores) 


Year 

Interest 

payment 

Tax 

revenue 

Interest 
payments 
as % of 
tax 

revenue 

195M2 

70.35 

741.04 

9.4 

1955-56 

105.54 

750.61 

14.1 

1961-62 

248.99 

1,345.92 

18.3 

1965-66 

563.00 

2,840.32 

19.8 

1966-67 

687.64 

3,235.65 

21.2 

1967-68 

738.51 

3,391.89 

22.7 

1968-69 

828.40 

3,727.22 

22.2 

1969- 70 

1970- 71 

959.28 

4,037.05 

23.7 

(RE) 

1971-72 

978.00 

4,735.00 

20.7 

(BE) 

1,228.00 

5,516.00 

22.2 

Source : 

Compiled 

from Explanatory 


Memorandum on the Budget of 
the Central Government and Re¬ 
port on Currency and Finance. 
(various issues). 

The ratio of interest cost to tax revenue 
has increased from 9.4 per cent in 1951-52 
to 14.1 per cent in 1955-56, 18.3 per cent 
in 1961-62 and to 22.2 per cent in 1971- 
72. Between 1951-52 to 1971-72 tax 
revenue has increased by more than five 
times whereas the interest obligation 
has increased more than thirteen times. 
In terms of tax-rate (i.e. revenue utilised 
for servicing the debt expressed as a 
percentage of total tax receipts) it is a 
burden because to that extent capital 
formation is reduced. In 1971-72 about 22 
per cent of the total tax revenue was 
absorbed by interest payment. But the 
ratio between tax and interest reveals 
only part of the total revenue that is lost 
in meeting the servicing cost of the debt. 
However, the real burden depends not 
upon the ratio between the two but upon 
the nature of tax. As the greater part 
of the government securities are held by 
the richer sections of the population the 
poorer sections of the society are taxed 
relatively heavily. However, ihe aggre¬ 
gate burden of the public debt servicing 
that arises on account of the problem of 
transfer of resources will depend upon 
whether this transfer of funds to debt 
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services is at the cost of useful public 
expenditure. 

The ratio of interest payments to public 
expenditure is also an indicator of debt 
servicing burden. Here, the problem is 
whether expenditure on account of debt 
services is so heavy as to make the budge¬ 
tary expenditure inflexible or diminish 
the desirable social public expenditure. 
Table V indicates the ratio of interest 
on internal obligations to total expenditure 
on revenue account. 

Table V shows that, the proportion of 
public expenditure of the central and state 
governments absorbed by interest payment 
has been increasing continuously. It has 
increased from nine per cent in 1951-52, 
to 9.6 per cent in 1955-56, 12.9 per cent 
in 1961-62 and to 14.6 per cent in 1971-72. 
However, the allocation of funds from the 
budgets of the centre and the states for 
other purposes has increased along with 
an increase in the allocation of funds for 
-debt services. Besides the increasing 
outlay under the successive five year 
Plans indicates that increased payment 
for debt services has not been at the cost 
of other expenditures. While measuring 
the burden of debt services, the contribu¬ 
tion of debt to asset-creation in the eco¬ 
nomy should be taken into account. 

If the rise in public debt is accompanied 
by a corresponding increase m the rate 
of asset-creation, the burden of public 
debt would be less onerous. If the bor¬ 
rowed funds are used for asset creating 
public projects, the income of the nation 
is bound to rise along with the rise in 


The development of communications, and in 
particular of road transport, wilt, it is obvious, 
receive a high degree of priority in any scheme of 
posrwai reconstruction. Whether the target is a 
total of 400.000 miles as under the Government 
plan or 600,000 miles as under the Bombay plan, 
a wide extension of roads is inevitable. On the 
road the motor vehicle will be undoubtedly the 
most predominant agency of transport. The 
bullock-curt in the rural areas may not, how¬ 
ever, be easly displaced. So long as agriculture 
remains fragmented, mechanical tillage and harver¬ 
ting will make only slow headway; and so long 
as the prime mover of agriculture is the bullock, 
its use in the offseason tor the marketing of the 
main staples is desirable, as it will give the agricul- 
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the government’s obligations. The cost 
Or the burden should be offset by the 
benefits that the debt-creation confers. 
Rising internal public debt has certainly 
contributed to the increase in the national 
income. The volume of investment in the 
five year Plans would not have been what 

Table V 


Ratio of Interest Payment to Public 
Expenditure 

(Rs crores) 


Year 

Total 
expendi¬ 
ture on 
revenue 
account. 
(centrel 

A states) 

Interest 

payments 

Interest 
payments 
as % of 
public 
expendi¬ 
ture 

r 

1951-52 

779.8 

70.35 

9.0 

1955-56 

1,087.96 

105.54 

9.6 

1961-62 

1.913.23 

248.35 

12.9 

1965-66 

3,930.85 

563.30 

14.3 

1966-67 

4,438.75 

687.64 

15.4 

1967-68 

4,928.14 

738.51 

15.4 

1968-69 

5,472.92 

828.40 

15.1 

1960-70 

6,188.44 

959.28 

15.4 

1970-71 




(RE) 

6,665.80 

978.00 

14.6 

1971-72 




(BE) 

8,381.20 

1,228.00 

14.6 


Source : Report on Currency and Finance 
(various issues) and Explana¬ 
tory Memorandum on the Budget 
of the Central Government (va¬ 
rious issues). 


turist an additional income. But with the growing 
importance of social crops,. of market gardening, 
fruit growing etc., the scope for the use of motor 
transport will be ever widening. In other ways 
too, motor transport is bound to relegate to a 
continuously declining place the bullock-cart. Rural 
welfare is conditioned by cheap and easy commu¬ 
nications available to the villager, and motor trans¬ 
port affords the only sure means of affording 
such facilities to every part of the country. A 
great development of motor transport is therefore 
an inevitable accompaniment of an extensive pro¬ 
gramme of road reconstruction. It is estimated 
that even immediately after the war India will 
have on the roads more than twice as many motor 
vehicles as she had before 1939, 
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it is without public borrowing and there¬ 
fore at least a part of the rise in national 
income might be attributed to the rise 
in public debt which provided funds for 
public investment under the Plans. Tax 
revenue is mostly utilised for the normal 
expenditure of the government and there¬ 
fore for financing economic development 
there is heavy reliance on funds borrowed 
internally and externally, The funds 
borrowed internally by the government 
are utilised for the useful public projects. 7 
Table VI indicates the assets and liabi¬ 
lities of the government of India. 

In our country the liabilities refer to the 
non-marketable obligations of the govern¬ 
ment of India and include small savings, 
slate provident funds, PL 480 deposits 
etc. Up to 1960-61 these liabilities have 
actually exceeded the capital outlays of 


the government of India, but in recent 
years the capital outlays increased more 
than these liabilities. Though a portion 
of the liabilities is not covered by assets 
in some of the years, the whole of this 
amount should not be taken to be un- 
remunerativc. “The whole of this cannot, 
however, be called unproductive since 
the large grants to stale governments for 
development in recent years which increase 
the productive capacity of the country 
as a whole arc not unremuneralivc. Simi¬ 
larly, the Large capital outlay on central 
property, the value of which is either not 
shown at all in the government's accounts 
or is shown as non-commercial (such as 
Delhi Capital Outlay and Defence Capital 
Outlay) is not without value. Besides, a 
considerable portion of the capital outlay 
has been incurred on schemes of slate 
trading such as lbodgrains, fertilisers, 

Table VI 


iron and steel which these are reserve 
stocks, particularly of foodgrains,”# And 
here, other assets should also be taken 
into consideration. Government’s ex¬ 
penditure on education and training of 
technical personnel helps in increasing 
the productive capacity of the nation. 

Table VII shows the different purposes 
for which the government raised loans. 

The money raised by* the government 
through borrowing is generally utilised 
for the purpose of investment in depart¬ 
mental undertakings such as Railways, 
Posts and Telegraphs, Overseas Communi¬ 
cations Service, road and water transport 
schemes, electricity and irrigation schemes 
and atomic energy development. Usually 
investments arc made in such autonomous 
corporations and companies as Damodar 
Valley Corporation, air corporations. 


Total liabilities 
Capital outlays 
Excess of liabilities 
over capital outlays & 
loans advanced 


Purpose 


Capital outlay on de¬ 
partmental under¬ 
takings 
Investment in: 

(1) Govt, companies 
and corporations 

(2) Financial institu¬ 
tions 

(3) Other companies 
& corporations 

Other capital outlay 
including defence 
services public 
works, state trading 
schemes etc. 

Loans to state & union 
territory govern¬ 

ments and other 
parties 

Tefal 


Assets and Liabilities of the Government of India 


(Rs crores) 


1950-51 1955-56 

2,565.40 3,211.07 

1,708.69 2,809.10 

856.71 401.97 


1960-61 1965-66 

6,244.24 11,029.12 

6,124.69 11,964.23 

119.55 (• >935.11 


1969-70 1970-71 

17,545.00 18,536.00 

18,131.00 19,567.00 

(-)586.0O (—>1,031.00 


1971-72 1972-73 

(RE) (BE) 

20,375.00 21,825.00 

21,136.00 22,870.00 

(—)761.00 (—)!,045.00 ! 


Source: Report on Currency and Finance (various issues). 


Tabus VII 

Purpose-wise Utilisation of the Government of India Loans 


(Rs crores) 


1950-51 

1955-56 

1960-61 

1965-66 

894.73 

1,064.30 

1,682.63 

3,029.98 

9.43 

69.81 

591.83 

1,340.70 

250.05 

250.J4 

357.95 

424.23 

0.25 

0.80 

9.97 

32.89 


335.55 

481.16 

947.83 

1,756.86 

220.68 

942.89 

2,534.48 

5,379.57 

1,708.69 

2,809.10 

6,124.69 

11,964.23 


1969-70 

1970-71 

1971-72 

(RE) 

1972-73 

(BE) 

3,892.00 

4,036.00 

4,281.00 

4,599.00 

2,128.00 

2,365.00 

2,835.00 

3,061.00 

685.00 

953.00 

953.00 

985.0 0 

39.00 

39.00 

36.00 

36.00 

2,580.00 

2,763.00 

3,060.00 

3,380.00 

8,807.00 

9,411.00 

9,971.00 

10,809.00 

18,131.00 

19,567.00 

21,136.00 

22,870.00 


Source: Report on Currency and Finance (various issues). 

MARCH 29,1974 | 


EASTERN ECONOMIST 


655 




‘Shipping Corporation, Heavy LlccLricals, 
Hindustan Steel and a Itoat of other 
government undertakings. The govern¬ 
ment of India has contributed to the 
capital of the term-lending institutions 
which arc helping the growth of Indian 
industries. 

In recent years the government has raised 
money for granting developmental loans 
to slate governments and union territory 
governments. The states have utilised 
the funds borrowed from the centre for 
financing industrial, agricultural and other 
developmental schemes. However, the 
public undertakings in which the govern¬ 
ment has invested the borrowed funds are 
not yielding adequate returns. The pre¬ 
sent treads in the working of public under¬ 
takings arc quite unsatisfactory. Through 
efficient management and appropriate 
price policy, the rate of return on the capi¬ 
tal employed in public undertakings 
should be substantially raised. Securing 
adequate returns on the capital employed 
in the public undertakings is perhaps the 
best means of lessening the burden of 
debt-servicing. 

Jt may thus be stated that the effect of 
the rapid rise in the internal public debt 
is not so burdensome as to require the 
imposition of a statutory limit on borrow¬ 
ing by the government. As the union Fi¬ 
nance ministry has slated; *’Any limit 
fixed on the ioans would be unrealistic 
and would lead to difficulty in the end. 
In a particular year it might be more ex¬ 
pedient to borrow from the market and 
exceed the limit provided in the budget 
than to resort to deficit financing because 
market conditions might be favourable 
at that time.*'* So in the context of plann¬ 
ing for an expanding economy what really 
matters is not the size of public debt as 
such, but how the public debt is managed 
to achieve our goal of economic de¬ 
velopment with stability. 
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ttL Mk ■■■ HHH ° Ur P»r»*m«nUry Correspondent 

FROM THE 
PRESS GALLERY 


Thu Lok Sabha has a1s« completed its 
general discussion on the 1974-75 central 
budget. Along with the Rajya Sabha, it 
has voted the demands lor grants on 
account in respect of this budget. 

As already reported in this column 
last week, a good deal of concern was 
expressed by members, particularly from 
the opposition benches, over the conti¬ 
nuing expansion of the prices spiral. It 
was feared that the deficit in the next 
year’s budget would grow a great deal as 
adequate provisions had not been made 
for food subsidy and the likely increase 
in the dearness allowance of government 
employees. It was further pointed out 
that no allocation had been made for 
expenditure to meet national calamities. 

dangerous situation 

In his reply to the debate, the Minister 
for Finance, Mr Y. B. C'havan, dwelt at 
, length on the issue of deficit financing. 
He conceded that deficit financing since 
1971 hud been quite large -the actual 
deficit between 1971-72 and 1973-74 had 
been of the order of Rs 1,750 crorcs ■ 
but stressed its inevitability, because of 
such factors as relief which had to be 
provided to Bangladesh refugees, increase 
in defence expenditure, national calamities 
like drought and floods, pay increases for 
government employees and food subsidy. 
The Finance minister agreed lhat the 
absence of relationship between money 
supply and the rate of economic growth 
was a ‘'dangerous situation”. The only 
remedy for containing deficit financing 
us well as the prices spiral, he emphasised, 
was the strengthening of production ef¬ 
forts. His budget proposals, he added, 
specifically aimed at rising production. 

Referring to the criticism of the esi- 
mated Rs 125 crores deficit in the next 
year’s budget ,Mr Chavan pointed out 
that this estimate was based on certain 
assumptions. He could not guarantee 
that there would not be unforeseen addi¬ 
tional expenditure, although he assured 
that efforts would be continued towards 
containing expenditure so that deficit 
.financing could be restricted. 

The relief granted in direct taxes, which 


had been scathingly criticised by the leftist 
members of the House, the Finance 
minister hoped, would result in incrcnsed 
investments rather than in ostentatious 
expenditure by those who could now 
legally increase iheir savings. In regard 
to indirect taxes, his approach, Mr Chavan 
observed, had been very selective; care 
has been taken by him to see that these 
taxes did not accentuate the inflationary 
tendencies in the economy. Mr Chavan 
conceded that additional excise levies on 
various items could eventually be trans¬ 
ferred by manufacturers to consumers. 
But considering the large profits made by 
manufacturers, he hoped lhat they would 
be able to absorb at least some part of 
the enhanced burden of these duties. 
The Finance minister called for resistance 
by consumers so that manufacturers were 
made to absorb at least a part of the 
additional imposts. 

heavy lasses 

Mr Chavan appreciated the concern of 
members ovef the increase in the post¬ 
card rates. He, however, ruled out any 
concession in this proposals as well as in 
the other measures proposed by him in 
the field of post and telegraph services. 
He revealed that he had seriously consi¬ 
dered the lowering of the postcard rates 
in the light of the criticism in the House, 
hut had found it extremely difficult to 
accced to the pica, since any change in 
postcard rales now and keeping of the 
rates of other letters as stipulated by him 
in his budget speech would lead to greater 
use of postcards on the handling of which 
the P & T department was incurring a 
heavy loss. 

Mr Chavan also dwelt at some length 
on the foreign exchange position of the 
country. He agreed lhat the position was 
not happy. The only way of meeting the 
enhanced bill on account of imports of 
oil, fertilizers and steel, he stressed, was 
to step up exports. He revealed that the 
Commerce ministry, the Finance min¬ 
istry and the Planning Commission were 
working on evolving a suitable export 
strategy. 

The Finance minister pointed out that 
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no provision had been made in the budget 
for meeting natural calamities as under 
the new policy, Plan programmes could be 
adjusted to accommodate relief works. 

The Lok Sabha has also approved the 
appropriation bill in regard to the demands 
for grants of railways. During this debate, 
the minister for Railways, Mr L. N. 
Mishra, made three important announce¬ 
ments. The first was lhat a new personnel 
service had been created to look after the 
grievances of railway workmen. The 
second announcement concerned the im¬ 
plementation of the third Pay Commis¬ 
sion's recommendations. A sub-commit¬ 
tee, consisting of official as well as orga¬ 
nised labour representatives, Mr Mishra 
disclosed, had been set up to look into 
the anomalies that had arisen because of 
the implementation of the Pay Commi¬ 
ssion's report, it would submit proposals 
for decision by the union cabinet. The 
third announcement related to the re¬ 
cruitment by railways. Sub-offices of the 
Railway Service Commission, Mr Mishra 
stated, would be opened soon at Jaipur, 
Srinagar and Jabalpur. The north-east 
frontier zone would have its own com¬ 
mission at Gauhati. The eastern, the 
southern and the central zones had al¬ 
ready been provided with such commis¬ 
sions. 

ministers appeal 

Mr Mishra coupled these announce¬ 
ments with a fresh appeal to railwayman 
that they should not go on strike from 
April 10. The demands of railway em¬ 
ployees, he stressed, could not be fully 
met in the present-day circumstances us 
they involved extra expenditure to the 
extent of about Rs 450 crorcs. Such 
demands of employees as secret ballot¬ 
ing for determining a single representa¬ 
tive union, he added, had already been 
accepted. If the railwaymen went on 
strike as proposed by them, Mr Mishra 
feared that this would do a great damage 
to the economy. 

The Railway minister offered to take 
away big stalls from “monopoly units’* 
and give them to the educated unemp¬ 
loyed. A similar step would be taken in 
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regard to the catering service on the 
railway system, he <tdcfcd. 

The Lok Sabha has as well voted the 
demands for grants on account ir respect 
of the Gujarat budget for 1974-75 and the 
supplementary demands for grants for 
this slate for 1973-74. 

A good deal of concern was expressed 
in both the Lok Sabha and the Rajya 
Sabha on the recent violent incidents in 
Bihar. During the debates on this subject 
in the two Houses, the government was 
assailed for not being able to check the 
rise in prices as well as the deterioration 
in the situation on the employment front. 
Some members from opposition demanded 
the resignation of the Bihar ministry. 
The minister of Home Affairs, Mr XL S. 
Dikshit, called upon the opposition mem¬ 
bers to use their good offices for ending 
violence. He declared that the union 
government would not allow violence to 
continue. The two debates were marked 
by* heated exchanges between the oppo¬ 
sition and the treasury benches. 

question hour 

Following important informations were 
provided in the two Houses by various 
ministers : 

(i) A committee has been formed 
under instruct ions from the union cabinet 
to ensure that there is no unnecessary 
expenditure in foreign exchange on the 
proposed expansion of the Tata Iron and 
Steel Company's works at Jamshedpur. 
When the feasibility report of this expan¬ 
sion project is received, the government 
will see that whichever equipment is 
available indigenously is procured. 

<//) The government is considering a 
proposal regarding the take-over of the 
Aluminium Corporation of India. 

(///) The loss in production due to work 
stoppages during 1973 is estimated at Us 
45.2 erorcs. 

(iv) The Planning Commission is re¬ 
examining, at the instance of the Kerala 
chief minister, the entire question of 
selecting backward areas for develop¬ 
ment through provision of various con¬ 
cessions and incentives. 

(v) The inflow of private foreign capital 
during the fifth Plan period is expected 
to be of the order of Rs 84 erorcs. 

(W) A study by the ministry of Indus¬ 
trial Development has revealed that if 
increased coal supply is ensured, 30 per 


cent saving in the total consumption of 
furnace oil can be effected. 

(vit) The government does not propose 
to hand over the sick mills taken over by 
it to their respective owners after the 
units are nursed back to health. 

(viVi) There is no proposal under the 
consideration of the government for the 
nationalisation of vanaspati industry. 

(ix) Reorganisation of the National 
Small Industries Corporation is being 
considered to make it a refinancing 
agency for the development of the small 
industries based on indigenous raw mate¬ 
rials. 

(x) The government has approved two 
more schemes for the manufacture of 
watches, electronic master clocks and 
hair springs at Bangalore. 

(xi) The union ministry for Agricul¬ 
ture has drawn up a scheme for setting up 
20,000 gobar gas plants during the first 
two years of the fifth Plan. 

(a/7) The government is not considering 
any further increase in the procurement 
price for rice since rice procurement so 
far is considered satisfactory. The pro¬ 
curement prices of wheat for the ensuing 
season will be fixed shortly in consultation 
with the state governments. More than 
3.4 million tonnes of rice have been 
procured already, as against the target 
of five million tonnes. 

(y//7) Sugar output during the current 


season is expected to be about 4.5 million 
tonnes. Along with the increase in the 
output of sugar, the availability of indus 
trial alcohol and molasses is expected u 
improve. 

(a/v) The proposal to establish a drv 
port at Tughlakabad, near Delhi, has 
not been shelved. The government is 
trying to expedite the decision in it, taking 
note of the criticism that this dry port 
might result in influx of people which 
could upset the master plan for the deve¬ 
lopment of the metropolitan area. 

(xv) It is proposed to establish a tourist 
office in Beirut in the near ftiture with a 
view to promoting tourist traffic from west 
Asia to India. This office would cover ail 
the Gulf states. 

(.vW) Textile mills other than thosi 
managed by the government will have t» 
finance their modernisation programme: 
from their internal resources and available 
institutional finance. There is no questior 
of the government directly contributing 
to the implementation of these moderni¬ 
sation schemes. 

(.v vii) The public sector scooter plan 
at Lucknow—Scooters India Limited- 
will start production in August Lhis year 
It is expected to produce 40,000 vehicle: 
during the very first year of its operation 
In the subsequent years, the output y 
envisaged to be increased to the ratei 
capacity of 100,000 scooters. By 1980 
the project is expected to be expanded u 
turn ouL400,000 scooters per anqum. 



Microfilm Edition of Eastern Economist 


EASTERN ECONOMIST, for the benefit of Its readers, both at 
home and abroad, has made arrangements with University Microfilms 
of Ann Arbor, Michigan, USA, for the latter undertaking the reproduc¬ 
tion of Eastern Economist on microfilm and through xerographic 
copies. 

This arrangement covers for the present back Issues of Eastarn 
Economist starting from January 1971. The queation of Including Issuee 
from earlier years in this arrangement is under consideration. 

University Microfilms will be sanding the relevant literature to 
prospective microfilm subscribers, it Is believed that thia service 
will be of particular Interest and value to libraries, business houses, 
firms, government offices and other Institutions which may find it useful 
to maintain files of Eastarn Economist for record and reference. 

Prospective microfilm subscribers may address their enquiries to: 
Serial Publications University Microfilms, 300 North Zsab Road, Ann 
Arbor, Michigan 46106, USA. 
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The anatomy of 

world sickness 


I 

The Hidden Causes of 
Today's Discontent 

In okdi.r to write this column I have in 
the course of the years built up personal 
contacts throughout tlie 22 OECD coun¬ 
tries , the nine of the EEC, and the five 
of the EFTA. f rom these organisations, 
from banks, companies and other insti¬ 
tutions, I receive a stream of reports, 
through which I comb on your behalf. 

This week I came across a report, im¬ 
portant and fascinating, from an unex¬ 
pected source. 1 discovered that the 
Anglo-Corporation, De Beers and Charter 
Groups of Companies (40 Holborn Via¬ 
duct, London E.C1P : 1AJ) published a 
review named Optima . The current issue 
contains a report by Laurence Gandur 


entitled The Hidden Causes of Today's 
Discontents, which seems to explain much 
of the unrest that, plagues industrialised 
Europe and America, and many parts of 
the developing world. 

Mr Gandar's thesis is that we are all 
suffering, without being fully aware of it, 
severe disorientation as a result of exces¬ 
sive change. That we live m an age of 
change is a truism, but do we realise how 
great the change has been and how dis¬ 
turbing to us this is? The human animal 
requires a measure of certainty for well¬ 
being. He needs to fed assured about his 
relationship with others, and his role and 
place in society. This need has biological 
and sociological roots. The individual 
cell has its allotted part to play in the 
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living organism; the organism has its 
place in the colony of organisms. In the 
animal world and in primitive human 
societies, the structure of the group, its 
hierarchy and patterns of behaviour are 
dearly defined. There is a sharp response 
to the member who does not know his 
place or docs not conform. The group 
disciplines him roughly, throws him out 
or kills him, because it feels that it is a 
matter of survival that all who make up 
the group should fulfil their functions 
within it. 

The individual's sense of identity starts 
to form at the first true ‘meeting' of the 
infant and its mother as two persons who 
can touch and recognise each other. This 
process of mutual affirmation is then 
steadily extended to include other members 
of the family, widening circles of acquain¬ 
tances and ultimately the surrounding 


culture. It can take place harmoniously, 
however, only within a relatively stable 
framework of relationships and ideas. In 
other words, the evolving human perso¬ 
nality* needs landmarks and guidelines to 
help it along. Without them, the individual 
finds himself rudderless, at sea. For 
change, even when for the better, involves 
stress and too much stress leads to break¬ 
down. 

This has been shown by Dr 
Thomas Homes, professor of Psychiatry at 
Washington University, whose findings 
suggest that certain illnesses—some can¬ 
cers, heart diseases, tuberculosis and skin 
disorders—correlate (losely with major 
changes in the lives of the sufferers, for 
example the death of a spouse, divorce, 
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moving house, retirement and so on. 
He has compiled a ‘stress scale' which 
denotes the clanger levels at which the 
cumulative effects of change can induce 
illness. The implication is that people 
should, so far as possible, avoid the 
‘clustering of change’—-which, alas, is 
exactly what modern life promotes. 

In a mere 70 years—a single human 
life span—the human race has lived 
through two world wars and countless 
other upheavals to find itself in the midst 
of an immense technological revolution. 


rapid transformation 

Society is in rapid transformation in 
not one but several fundamental areas 
simultaneously. Urbanisation and indus¬ 
trialisation have brought about radically 
different living conditions for most people. 
With the decline of the established reli¬ 
gions, the unifying principles that underpin 
the social order are crumbling. Birth 
control and legalised abortion are eroding 
the sexual morality which has prevailed 
for centuries. The role of women in 
society is changing and so is the status of 
the younger generation. The lowering of 
class and economic barriers allow much 
greater movement within society. 

Indeed, it seems that there is no cer¬ 
tainty about anything any more. The 
motor ■: boon or bane of our existence? 
Supersonic aircraft? Insecticides? High- 
rise dwellings? Economic growth? The 
work ethic? Wealth? Patriotism? Demo¬ 
cracy itself? All are questioned. Nothing 
remains as it was—secure, enduring, com¬ 
forting. 

Even the greater freedom of 
choice most people have nowadays about 
aspects of their lives—where to live, 
what to study, what career to follow, what 
to buy, how to spend their leisure— 
imposes strains. For choice implies un¬ 
certainty, a source of stress. Amid so 
much opportunity the responsibility for 
making the right choice is often heavy. 
We are suffering, ironically, from ‘over- 
choice’. The very affluence of the advan¬ 
ced industrial societies is thus discon¬ 
certing, altering the boundaries of peo¬ 
ple's desires and expectations, upset* 
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ting the scale of their lives. The social 
space they occupy becomes undefined; 
their horizons are extended beyond what 
they can bear to contemplate. 

II 

The Problems of the Individusl 

Simultaneously we see a serious dimi¬ 
nution in the average person’s sense of 
community. 

Man is not an individual alone, suffi¬ 
cient unto himself; he is a communal 
animal with strong communal instincts. 
He has two levels of awareness-—of him¬ 
self as an individual (his sense of identity) 
and of himself as a member of a group 
(his sense of community). In earlier times 
this found expression in various group¬ 
ings, of which the extended family was 
the most important. With its establish¬ 
ed hierarchies and relationships, its loyal¬ 
ties and intcr-dcpendencics, its collec¬ 
tive memories and corporate character, 
the family was a uniquely comforting, 
unifying bond—a mutual support system 
providing affection, security and shelter. 
But what has happened to the family? It 
has disintegrated into incompatible 
elements, too dispersed to sustain any 
genuine communal life, its shared senti¬ 
ments lost, its inter-personal contacts now 
minimal. With its average size slimmed 
down to less than four and with children 
leaving home to live on their own as soon 
'<as they can, today’s mini-family is in¬ 
capable of providing a satisfying sense of 
community. 

Much the same is true of the old neigh¬ 
bourhood communities of villages, which 
used to nurture their own distinctive quali¬ 
ties. Urban sprawl has swept most of them 
away. People no longer ‘belong’ to parti¬ 
cular neighbourhoods as they used to; 

► the modern borough, county or region 
does not offer the same sense of commu¬ 
nity. 

For centuries, too, people were grouped 
in religious communities, which held them 
logether within a common body of beliefs 
and values, and provided a solid frame¬ 
work of communal activity ranging from 
confirmation classes to funeral services. 
But with the secularisation of urban life, 
the influence of the churches has waned 
so that they now play only a marginal 
role in sustaining collective life. 

True, the nation states do afford some 
feeling of belonging, of being British, 
Kre.nch, Dutch, Indian or Burmese, but 
there is ample evidence that these super- 
bribes are too large, amorphous and re¬ 
mote to create a strong sense of com¬ 
munity among the many millions who live 
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in them. The call heard these days for 
‘participatory democracy’ is a recognition 
that people do not feel sufficiently involved 
in corporate life. 

This is serious. For the ideas shared by 
a society derive from this consensus on 
authority which gives them force. If 
controversy weakens this consensus it 
will command less and less assent and 
cease to be a guide to conduct. So it is 
with human society today. With so many 
of its central beliefs and values challenged, 
its binding infiuencc is undermined, lead¬ 
ing to social disorientation, when society, 
in its widest social-political sense, forms an 
insufficiently commanding presence in oui 
lives. Individuals and groups are left to 
conclude that it is everyone for himself 
- -the rat race. 

week substitutes 

Communal feelings do, of course, find 
outlets in a multitude of sub-groups, such 
as sporting, professional, academic and 
cultural bodies; but as these tend to re¬ 
present the subsidiary interests of people, 
they are weak substitutes for true human 
communities. It is significant, too, that 
the largest and strongest of sub-groups 
—the trade unions -arc today also the 
most restless and aggressively self-centred. 
For although industrial unrest has much 
to do with poor management, with the 
impersonal atmosphere of large factories 
and the complexity of wage agreements, 
it may well be that precisely because the 
trade unions are the list sizeable groups 
with strong corporate feelings that they 
also serve as channels for grievances that 
stem from non-industrial causes and 
which have no other ready outlets. The 
unions are the means by which their 
members take revenge on society for a 
much wider range of discontents. This 
explains the anti-social quality of so 
much trade union activity these days. 

Finally, there is the crucial matter of 
people’s spiritual needs. 

This is at once the most profound and 
the least understood area of human expe¬ 
rience, stretching back to man’s earliest 
encounters with the wonders and terrors 
of nature, which he revered or propitiat¬ 
ed as they furthered or threatened his 
well-being. Primitive man tended to be 
animist, attributing spiritual force to the 
objects around him, thereby establishing 
an accord between himself and his environ¬ 
ment. This was probably the origin of 
the religious impulse, which is such 
a fundamental element of human nature, 
which has been a dominant feature 
of human society down the ages. That is, 
until the 20th century, when mass educa¬ 
tion, economic materialism, scientific 
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rationalism and philosophical scepticism 
combined to thwart its traditional forms 
of expression through the great religions. 

But the religious instincts of humans 
can no more be suppressed than can their 
physical instincts; both are built into their 
genetic material. This is not to suggest 
that people are born with specific religious 
tendencies which will take some predeter¬ 
minate form, but that humans have an 
innate capacity to experience feelings of 
wonder and awe which can be as power¬ 
ful, inexplicable and uplifting us the 
emotion of love of one person for another. 

Furthermore, since humans, as distinct 
from other creatures, are cognitive beings, 
they are driven to seek answers to the 
eternal question: Why ? Religion i$ the 
hunger that men feel for a sense of meaning 
in their lives. Without if they arc left with 
nothing to confront the stark, infinitely, 
disturbing fact of their own mortality. 
Life is then but a brief and fumbling 
journey in a silent, unfeeling, purposeless 
cosmos. 

So it is that the unrelenting assault, of 
the de-inytltologiscd cull lire of our indus¬ 
trial societies on the religious instincts 
of men, with nothing substituted to help 
them to understand the elusive secret of 
their being, or to counter the ultimate 
insult of death, has left them emotionally 
hesitant, living from day to day without 
benefit of a universal system of beliefs to 
which to relate their lives, alone with dark 
frustrations of unfulfilled spiritual needs. 
This slate of inner emptiness is ‘the exis¬ 
tentialist vacuum’. Psychiatrists report 
increasing numbers of patients seeking 
treatment, not because of conventional 
neurotic disturbances, but because they are 
overwhelmed by a sense of meaningless¬ 
ness in their lives. An American doctor 
has devised a P1.L (purpose-in-life) test as 
an aid to diagnosis. As Adler postulated 
the will-lo-powcr, so Frankcl now advances 
a will-to-meaiung theory of “an inherent 
tendency in man to reach out for meanings 
to fulfil and values to uclunlisc.” 

Ill 

Socio-Political Economic 
Conflicts 

There arc many other factors contribut¬ 
ing to the malaise spreading through the 
world, for example, the inherent conflict 
between the liberal, egalitarian, humanistic 
socio-political systems and the competitive, 
materialist, economic systems that co-exist 
uneasily in countries out of phase within 
themselves in a fundamental way. But it 
docs seem that the discontents of con¬ 
temporary man spring primarily from a 
dearth of the three main essentials to his 



peace ol mind: a sense of (I) assurance as 
10 Ids identity, (2) of community relating 
him to his fellow men, and (3) of the 
spiritual meaning and purpose of his life. 
Without these he feels lost and unfulfilled 
in his innermost being. 

This is seen in the behaviour of so many 
young people today—a generation often 
rejecting outright the institutions and 
values of contemporary society. Growing 
up in a world of shifting forms and huge 
uncertainties, of synthetic wants and fail¬ 
ing faiths, young people turn back ins¬ 
tinctively to the one constant in their lives 
their own humanity, which they arc now 
seeking to extricate from the materialism, 
enveloping conventions, career treadmills 
and other accompaniments of urban in- 
dusirial life. Their long, straight hair, 
their shaggy lived-in clothing, their beards 
and rimless spectacles, their beads and 
flowers and guitars, their blanket-rolls and 
panniers of basic possessions, betray the 
urge to return to a simpler, more natural, 
human way of life. Even their unfa&Udi- 
ousness about personal cleanliness asserts 
their 'humanness'- honest dirt, body odour 
and all and rejects the glamourised hy¬ 
giene of the glossy magazine bathrooms. 

matter-of-fact approach 

In the importance that they attach to 
leisure and to the wanderlust that is in 
all of us is to be found the same craving 
for a freer, less regimented life. Their 
frank, mattcr-of-facl approach to sex is 
an attempt to rescue it from the tense 
furtive, guilt-ridden affair that it tends to 
be in so many established societies. They 
want sex to be less serious, less 'genital', 
more spontaneous- a form of companion¬ 
ship. Such conspicuous unorthodoxy in 
appearance and behaviour is, furthcremore, 
a concerted effort to create a clearer, 
sharper identity for themselves, so that 
they know, and everyone else knows, who 
they arc and what can be expected of them. 

As with their search for identity, the 
young arc trying to discover new bonds of 
community to make up for those which 
today's fragmented families and dissolv¬ 
ing neighbourhoods fail to provide. Hence 
ihe experiments with communes and group 
activity. The great outdoor pop festivals 
are demonstrations of communal feeling, 
with tens of thousands of warm, tender, 
furry creatures nestling together in the 
strange mystical solace of close human 
contact. There is, too, an unmistakable 
tribal quality in the hard beat of their 
rock music to which they surrender in 
their free dance forms, allowing the 
music to pulse through their beings. 

Also revealing is their interest in com¬ 
munity politics, with its grass roots involve¬ 


ment and face to face encounters with 
authority, as in village and tribal politics. 
Their concerns are for people and for 
human conditions*—poverty, housing, ill¬ 
ness, old age and race, and for the third 
world where these conditions are at their 
worst. Notable also is the strong urge for 
religious experience, often in such novel 
forms as oriental mysticism, exotic cults 
or revivalist movements like the ‘Jesus 
Freaks'. Musicals such as Godspell and 
Jesus Christ Super-Star express this urge, 
as does much of the clothing affected by 
the young-friar-like habits, hoods, san¬ 
dals, cord girdles and amulets, biblically 
cut hair and beard styles. 

para-religious implications 

There are also para-religious implica¬ 
tions in the cult of drugs. The hallucino¬ 
genic drugs produce the effects of ‘instant 
religion', while the word ‘trip' applied to 
the drug experience suggests the othcr- 
wordly qualities of timelessness, suspense 
in space and release from the confines of 
the known. The whirling coloured lights 
and crashing electronic sounds of the dis¬ 
cotheques do the same. Drugs thus have 
two purposes: they tend to be a group 
activity, heightening the sense of commu¬ 
nity, and they produce psychedelic effects 
related to the magic of the world of the 
spirit. It is not surprising thercfoie that 
drugs evoke such intense curiosity among 
boys and girls. 

There is much escapism, neurosis, in¬ 
discipline and plain slovenliness among 
today’s young. It is also noticeable, con¬ 
sidering how many university students are 
involved, how inarticulate they are in try¬ 
ing to explain their concepts of an alter¬ 
native society*-a further indication that 
they are disturbed subconsciously rather 
than consciously. Yet the forces which 
compel so many to struggle to regain their 
lost sense of identity, community and 
spirituality are unmistakable. Their be¬ 
haviour points to the key ureas of collapse 
in the support work of modern society. 

It is clear that people arc not well equip¬ 
ped physically or mentally for life in the 
industrial society. Just as we inherit the 
physical response mechanisms acquired 
for survival in primitive and hostile sur¬ 
roundings, e.g., the adrenalin that pours 
into our bloodstream preparing us to fight 
or flee, so we retain various inherited 
psycho-urges. And like the now unwanted 
chemical reactions to stress signals which 
cause ulcers, high blood pressure and heart 
diseases, so our unrequited psychic needs 
cause us severe inner disturbances. Change 
has overtaken us too quickly. With the 
heavy genetic luggage that we still carry 
around, we have been unable to adapt 
quickly enough. We shall have to take 


account of this if we arc to avoid worse 
troubles. 

The outlook is hardly promising. Social 
and technological changes seem likely at 
ever quickening pace. Likewise the pres¬ 
sure of population Will make it even easier 
for the individual to feel lonely in thee 
crowd. There is no sign of a convincing 
life philosophy, attuned to modern reali- 
ties lo replace the dying religions. The 
existentialist vacuum seems likely to spread 
as the eastern religions yield under the 
impact of mass education and urbanisa¬ 
tion. Japan is leading the way. 

And yet mankind has regenerative 
powers. Certainly in this secular age man 
realises as never before that his salvation 
lies in his owii hands. Whatever other ins¬ 
tincts may be struggling unsuccessfully for 
expression, the instinct to survive remains. 
There is growing awareness that some¬ 
thing serious is wrong, that at this juncture 
of our most brilliant achievements in all 
branches of science, our basic goals of 
human happiness have never seemed so 
illusive. There is, thus,* much concern 
about what is vaguely termed the quality 
of life. People are beginning to respond 
fitfully to some of the more obvious needs 
of the day. There arc campaigns in many 
parts of the world against pollution, noise 
and unbridled economic growth and in 
favour of population control and balanced 
ecology. 

humanising jobs 

In the important sphere of work, many 
companies, such as Imperial Chemical 
Industries, General Foods Corporation, 
Polaroid and the British Steel Corpora¬ 
tion are conducting experiments to human¬ 
ise factory work. Such measures include 
organising workers into teams allowed to 
turn out products at their own speed, 
to alter job routines to avoid boredom, 
to rebuild into creative “whole thing" 
activities operations that have been brok¬ 
en down into separate, repetitive meaning¬ 
less tasks, to increase workers’ responsi¬ 
bility for controlling the quality of their 
work, to give them more discretion in 
carrying out their functions, to involve 
them as much as possible in developing 
new working methods, introducing flexi¬ 
ble hour of work, a four-day week and the 
appointment of workers* representatives 
to boards of directors. 

The Swedish car firm, Volvo, is spending 
£20 millions on new factories to replace 
assembly line building by team work, 
which will allow workers lo rotate tasks 
among themselves and enjoy a greater say 
in routine decisions. Today* the drive is 
towards personal enrichment and satis¬ 
faction. 

, In government, attention is being 


BASTIiRN l.mNOMIST 


662 


MARCH 29 t 1974 



increasingly given to the need for people 
to feel a greater sense of participation in 
decisions affecting them and for devolving 
power to smaller community-based units, 
regional and local, c.g. the recent grant of 
a farther degree of home rule for Scotland, 
and London experiments with neighbour¬ 
hood councils within such overlargc 
boroughs as Kensington. There are trends 
towards recognising the legitimacy of pres¬ 
sure groups outside the normal legislative 
and administrative Systems, thereby allow¬ 
ing individuals to play a part of the “feed 
back/’ side of policy making. Here again 
the aitn is to respond to the need of people 
to feel involved, to work together in 
groups and to pursue identifiable and 
attainable goals. One example is that of 
^Nader's Raiders" in America’s consumer 
orientated society. 

In the social field the new aim is to 
recreate ‘living communities", capable of 
sustaining among their inhabitants an 
authentic corporate spirit. The purposeful 
social engineering in the development of 
the new town of Grenoblc-Echirolles in 
France is a fascinating example. 

All these, however, tend to be random, 


ad hoc responses to situations with in¬ 
numerable facets. Much research is re¬ 
quired into what hits gone wrong in our 
advance to industrial societies. Since 
these societies arc failing to provide the 
masses with peace of mind, natural joy 
and sense of meaning, drastic remedies 
are essential, because the developing coun¬ 
tries are all heading in' the same direction, 
lured by the physical comforts and mate¬ 
rial gains which, until now, have been the 
main goals of mankind’s struggle. 

My conclusion is that an international 
research effort is needed to work out blue 
prints for solutions of the world problems 
outlined in Mr Laurence Gandar’s thought- 
provoking study. From my personal expe¬ 
rience of such bodies as the United 
Nat ions Development Organisat ion 
(UNIDO) and the United Nations Scienti¬ 
fic and Cultural Organisation (UNEiSCO), 
I would not entrust the task to one of 
these international government bodies, 
which are riddled with personal intrigue, 
paralysed with red tape and which waste 
money on an unbelievably astronomical 
scale. I would hope that the Rockefeller, 
Ford, Nuffield and other similar founda¬ 
tions, would put up a joint fund and get 


Devaluation in 

nonindustrial 


Ih Tula 1960s a number of nonindustrial 
countries experienced balance of pay¬ 
ments difficulties resulting from over¬ 
valued currencies. To cope with these 
problems, they devalued their currencies 
ftud adopted financial and other policies to 
support the exchange rate changes by, 
among other things, restraining demand 
so as to facilitate the tiansfer of resources 
to the external sector. Also, a number of 
nonindustrial countries devalued their cur¬ 
rencies following the devaluations of the 
United Kingdom (1967) and France (1969), 
mainly to avoid an unwanted appreciation 
of their currencies against the currency of 
a country with which they had important 
commercial and financial lies. 

A study on this subject was prepared by 
Avinash Bhagwal and Yusuke Onitsuka of 
the Fund’s Exchange and Trade Relations 
Department. (In the accompanying 
article, and in an article to be published 
^ater, the IMF Survey will present a 
summary of the results of the study 
of the response of merchandise exports 
and imports to devaluation in a crores 


section of nonindustrial countries in 
the 1960s.) 

In all, the experiences of 46 countries 
(50 devaluations) were studied with the 
help of a few selected quantitative indi¬ 
cators designed to be applicable to a 
broad and varied cross section of coun¬ 
tries. In ascsessing the quantitative evi¬ 
dence presented, it is important to bear 
in mind the great diversity of circum¬ 
stances surrounding the individual devalu¬ 
ations. What one can expect from such a 
broad survey of a varied cross section of 
devaluations is a general view of how 
exports and imports have fared in the 
aftermath of devaluations amid diverse 
settings of economic structures, policies, 
and exogenous developments, as well as 
an overall impression regarding the eflect- 
tiveness of past exchange rate policy in 
influencing trade flows of nonindustrial 
countries. 

The cases included in the study were 
divided into three groups: (1) independ¬ 
ent and discrete devaluations, covering 


together with All Souls and Nuffield Col¬ 
leges at Oxford, the Massachusetts ins¬ 
titute of Technology and the institute for 
Advanced Studies in Princeton, to tackle 
the work of investigation and to formulate 
recommendations with the disinterest of 
scholars and the energy and drive of pri¬ 
vate cnterpiisc. 1 do not think that vast 
sums of money arc icquiled so much ar 
tVe drive and dedication which characte¬ 
rise non-official bodies. At the same time 
every government in the world should set 
up a small independent national committee 
of scholars and social workers to cooperate 
with these research foundations in two- 
way traffic : (a) feeding them with nation¬ 
al facts and local experience and (b) 
receiving in due course their blue prints 
for coordinated world action. 

That India needs to cooperate as badly 
as any other country in such a scheme of 
world generation seems to me to emerge 
clearly from the Indian Institute of Public 
Opinion’s Monthly Survey dated August, 
1973, which published a report entitled 
"India’s Lonely Crowd* A Study in 
Alienation of India’s Youth, Urban and 
Rural". 


An IMF Survey 


countries 


19 countries and 22 devaluations; (2) 14 
countries that devalued with the United 
Kingdom in 1967 and by the same pro¬ 
portion; and (3) 14countries that devalued 
with France in 1%9 and by the same 
proportion. Thus, the first group of coun¬ 
tries devalued to correct an existing fun¬ 
damental disequilibrium, whereas many 
countries in the other two groups de¬ 
valued to forestall an unwanted appre¬ 
ciation of their currencies. Accordingly, 
there are some differences in the pattern 
of trade response to devaluation among 
the first and the other two groups of 
countries, particularly in the responsive¬ 
ness of exports. In keeping with the broad 
principle of classification outlined above, 
this article deals with the findings of the 
study of thcfmt group. (The second and 
third groups’ experience will be related in 
a subsequent article in the IMF Survey). 

The first group of cases consisted of 22 
"independent" and "discrete" devalua¬ 
tions in 19 nonindustrial countries—"in¬ 
dependent" in the sense that they were 
not taken in response to some exchange 
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l aic ad ion by an important trading part¬ 
ner or competitor, and ^discrete'’ in the 
sense that they were neither preceded nor 
followed by another exchange rate change. 
The quantitative indicators show that in 
almost all cases the growth rate of cxfor| 
earnings was significantly higher in the 
period after the devaluation, compared 
with both the periods immediately before 
and with the predevaluation medium-term 
trend. Clearly, a more realistic exchange 
rate played an important role in this 
improved export performance. Another 
contributory factor that was important 
in some cases was that since the devalua¬ 
tion was precipitated by a reversible 
adverse development such as poor crops 
or a fall in international prices of exports 
being superimposed on an already weak 
balance of payments position, a pari of 
the improved performance was a natural 
increase from the predevaluation trough. 
The better postdevaluation export per¬ 


formance was also confirmed when an 
adjustment was made for the growth of 
demand for imports in industrial coun¬ 
tries. 

It should be noted, moreover, that the 
predevaluation exchange and trade sys¬ 
tems of the countries in this group in¬ 
cluded—with very few exceptions * -such 
features as dual or multiple exchange 
rates for a limited range of transactions, 
exchange premiums and taxes, various ad 
hoc special credit and fiscal incentives to 
export, temporary import levies such as 
stamp taxes or across-thc-board tariff sur¬ 
charges, and administrative restriction of 
imports. Such measures are equivalent in 
their economic effect to a partial devalu¬ 
ation of the currency, since they result 
in higher domestic currency prices for ex¬ 
ported and imported commodities. Thus, 
the realignment of the domestic prices of 
“tradables” (exports, exportables, imports 


and import substitutes) and “nontrade- 
ables” that a devaluation aims to accom¬ 
plish was already set in motion before 
the formal devaluation itself. Moreover, 
devaluation was often accompanied by 
measures designed to spread its impact 
on prices over time, such as temporary 
subsidisation of import of essential con¬ 
sumption needs to avoid hardship to 
consumers, or temporary taxation of tra¬ 
ditional exports to absorb part of the 
incremental profits. Such transitional 
measures spread the domestic currency 
price effect of the devaluation into the 
period following the devaluation. 

Furthermore, in instances where export 
earnings were primarily from one or two 
traditional agricultural commodities, the 
price received by the producers of this 
commodity was frequently set by the au¬ 
thorities cither through market interven¬ 
tion or through direct monopoly control 


Comparative Growth of Exports anti Imports Before and After Selected Discrete Devaluations 
(per cent per yenr) 


EXPORTS ~ IMPORTS 


Countries 

Devaluation 

Date 

Nomi- Changes 
mil in 

Devalu- Doincs- 
iition*' tic 

Currency 
per IJStl 
(per cent) 

Prc-i 

lev alum ion 

Three- 

year 

is average. 

Three- 

year 

average 

Post-devaluation 


Prc- devaluation 

Ten- Three- 

year year 

trcnd« average^ 

Three- 

year 

average 

Post-devuliiution 


Ten 

ycai 

trenc 

First 

year 

Second 

year 

Third 

year 

First 

year 

Second 

year 

Third 

year 

\fghanbtan 1 2 3 4 

22-3-1963 

55 

6 

125 0 


— 

5 9 

6 1 

16 9 

2 4 

— I 0 

7 0 

12 8 

4 5 

8 6 

11 9 

—7*1 

turundi 4 

26-I-1965 

42 

9 

75 0 



7-5 


1 6 

13 3 



... 

0 3 

36 7 

-24*1 

— 11 *6 

Costa Rica* 

3-9-1961 

15 

'3 

18 0 


— 

--2 3 

10 9 

10 5 

2 2 

19 9 

4 7 

4 f 

9 0 

5 8 

9-3 

11*9 

Ecuador (1961) 

M-7-1%1 

16 

7 

20 0 

5 

2 

—1 3 

7-6 

12 5 

0 5 

9 8 

— 

0 9 

13*6 

—9 l 

32*4 

17-6 

icuador (1970) 

17-8-1970 

28 

0 

38 9 

6 

l 

5 7 

19 J» 

4 6 

33 7 


11 1 

9 9 

22 7* 

22*7 

... 

... 

teypt 

7-5-196.2 

19 

3 

23 9 

2 

3 

—2 5 

146 

28 1 

3 3 

12 4 

5 1 

5 9 

7-6 

21 -0 

4 0 

—2*1 

-inland 

12-10-1967 

23 

8 

31 3 

7 

8 

6 4 

14 3 

5 '3 

21 4 

16 1 

9 5 

45 

16 6 

—6 9 

26 7 

3o*r 

iliana 

8-7-1967 

30 

0 

42 9 


— 

0 1 

16 8 

8 4 

— l 7 

43-6 

— 

0 3 

9 2 

—3 5 

12 9 

18*2 

cctand (1961 ) v 

4-8-1961 

62 

1 

1(4 0 

6 

5 

4 4 

15 8 

18 0 

11 4 

18 1 

3 5 

1 6 

20*4 

18 7 

23 1 

19 4 

celand (1968)* 

12-11-1968 

51 

1 

101 7 

4 

8 

— 12 6 

23 2 

31 1 

36 2 

2 4 

6 9 

1 0 

16*8 

■—10*7 

27 *5 

33 *7 

ndm 

6-7-1966 

36 

5 

57-5 

3 

3 

—0*9 

5 2 

2 3 

9 1 

4 2 

5-7 

6 0 

—8 8 * 

—5 3 

—7*3 

—13 8 

*rucl (1962 

9-2-1962 

40 

0 

66-7 

16 

7 

20 0 

15 2 

13 8 

25 9 

5 9 

8 8 

12 1 ■ 

32 6 

7-2 

5*9 

24*6 

Lorca* 

2-2-1961 

61 

5 

160 0 


— 

20 1 

39 0 

24 4 

34 3 

58 4 

— 

—6 1 

19 4 

- 8 0 

33 4 

32 8 

4ali 

5-5-1967 

50 

0 

100 0 

— 

— 13 6 

37 4 

— 11 3 

99 5 

24 0 

— 

14 2 

12-1 

7 2 ■ 

-29 0 

29 9 

Cl II™ 

5-10-1967 

30 

7 

44 3 

It 

4 

5-4 

10 7 

II 7 

—0 2 

20 7 

10 8 

12 4 

—8 9 

—25 0 

—1 6 

—4) l 

hilippincs(l962) 

22-1-1962 

48 

5 

94 1 

4 

1 

0 8 

14 7 

11 3 

30 8 

2 0 

3 0 

3 0 

9*3 

—3 4 

4*9 

26 4 

hilippincs(1970) 

21-2-1970 

38 

7 

63 2 

6 

0 

M 

9 5 

24 2 

6 2 

— 2 0 

8 6 

9 9 

3*0 

—3 -5 

9 6 

3 0 

.waiula 4 

7-4-1966 

50 

0 

100 0 



... 

6 8 

19 6 

5 9 

—5 2 

... 

... 

11 8 

17 3 

16 6 

1 4 

ri I anku 

21-11-1967 

20 

0 

25 0 

- 

- 

—5 I 

—0 5 

— 1 9 

—5-9 

6-2 

— 

—1 1 

_2-2 

— 14 5 

J7 0 

—9*1 

uncia 4 

28-9-1964 

19 

2 

21 8 

- 

- 

5 6 

5 3 

—7-6 

171 

6 3 

3 7 

5 6 

1 8 

—0*7 

1*7 

4 5 

urkey 

9-8-1970 

40 

0 

66 7 

5 

7 

4 2 

22 7 5 * 7 8 * * 

15 0 

30 3 

— 

5*3 

tl-3 

28-3* 

23*5 

33 1 

... 

Hire 11 

23-6-1967 

67 

0 

203 0 

- 

“ 

8 4 

19 5 

20 6 

25 7 

12*1 


—0 6 

31 0 

25 2 

41 0 

26 9 


Data : IMF, International Financial Statistics, International Financial Statistics Supplement , and IMF consultation reports. 

1. Changes in par value, except as otherwise stated. It should he noted that in many instances the "effective devaluation in the economic sense was 
substantially less than the nominal devaluation shown here. 

2. Compound giowth rate computed by regressing on time. Data for years before 1953 not used. 

3. At ithmetic mean of annual per cent changes, 

4. l.stablishment of initial par value, 

s. T^o-year average, 

{>. One ycai data. 

7 . Combined effect of the I960 and 1961 devaluations. » 

8. Combined effect of the 1967 and 1968 devaluations. 

o. Change m the official rate from February 23,1960 to February 2,1961. 

10- Change in the principal rate. 

11. Compared with the average of predevaluation buying and selling rates. 
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over procurement for exportation. This 
producers* price was not necessarily 
changed in the same proportion as the 
devaluation of the currency, and was 
often changed at other times, both before 
and after devaluation. Thus, for all these 
reasons, the timing and the size of the 
price effect on ‘'tradables” could be dif¬ 
ferent from the timing and the size of the 
“formal” devaluation, and consequently 
the impact on exports and imports would 
also be spread over time both before and 
after the formal devaluation. However, a 
substantial portion of the relative price 
alignment docs in fact take place around 
the time of formal devaluation, and for 
this reason the quantitative analysis of 
trade flows, centred on the devaluation 
, year, can be expected lo be generally in¬ 
dicative of the effectiveness of the price 
mechanism in influencing exports and 
imports. 

higher export rates 

* In almost all cases export earnings of 
this group of countries grew on the 
average at higher rates than before. Ol' 
the 20 instances in which it was possible 
to estimate a medium-term trend, exports 
grew at a rate faster than the trend in 17 
cases, and in the 3 other instances (Israel, 
Pern and Sri Lanka) the postdevaluation 
growth rate of exports was approximately 
equal to the trend rate. Moreover, in 
Peru and Sri Lanka, export performance 
in the period immediately before devalu¬ 
ation was significantly worse than the 
trend and so, in comparison, reversion to 
trend signified an improved performance 
in relation to the immediate past. In 
Israel, the slower postdevaluation growth 
rate* is a reflection of the fact that after 
rapid growth in the 1950s from a small 
base, Israel’s exports, although continuing 
to grow quite rapidly, decelerated some¬ 
what in the 196Qs. If postdevaluation ex¬ 
port performance is compared with that in 
the immediate three predevaluation years, 
the above overall impression from com¬ 
parison with the predevaluation trend 
growth rate is further substantiated. In 19 
out of 20 cases there was significant im¬ 
provement; in one case (Tunisia) the per¬ 
formance was approximately the same. 
Part of the improvement could simply 
have reflected a recovery from a prede¬ 
valuation trough in export earnings. 

Export performance showed improve¬ 
ment in relation to the predevaluation 
period even after making an adjustment 
for the growth of demand in industrial 
countries. The adjustment allows for the 
fact that the actual growth in realized 
export earnings is normally a combination 
bf supply response to devaluation and to 
the growth of demand in importing coun¬ 
tries. In 10 out of 19 cases there was an 


improvement after the adjustment and a 
worsening in nine cases. However, it should 
be noted that the exports of nonindustrial 
countries as a group grew at a slower 
rate in the 1960s than the imports of the 
industrial countries as a group and as a 
consequence, the share of nonindustrial 
countries in world trade declined. The 
major reason for this is that the trude in 
primary commodities had been growing 
at a slower rate than trade in industrial 
products, the discrepancy being even 
more pronounced if petroleum exports 
are excluded. It would therefore be “nor¬ 
mal” for a typical nonindustrial country 
to experience some loss of market share 
in the import markets of industrial coun¬ 
tries. Thus, when allowance is made 
for this element of bias in the import 
demand adjustment, the evidence be¬ 
comes more favourable to the existence of 
positive response of export earning to 
devaluation. 

The evidence was somewhat less un¬ 
equivocal with respect to the supply res¬ 
ponse as measured by the rate of growth 
of the export volume of the major primary 
commodities. This may be partly due to 
the fact that m many instances the do¬ 
mestic currency price received by pro¬ 
ducers of major primary product exports 
is set by the government and was often 
not changed by the same proportion as 
the exchange rate or it was changed over 
time by small amounts. Also the supply 


response of certain primary commodities 
may involve time lags. 

fa about half of the cases considered, 
the growth rate of imports in the 3-ycar 
period before devaluation was roughly 
the same as the predevaluation medium- 
term growth rate. The other cases are 
divided about evenly between increases 
and decreases. This suggests that in the 
nonindustrial countries devaluations are 
not usually preceded by large increases in 
imports and that, notwithstanding the 
sluggish export earnings in the pre¬ 
devaluation period due to the over valu¬ 
ation of the currency or for other reasons, 
the import “norm” tends to be maintained 
cither through reliance on external credits, 
or by running down reserves, or both. 
Moreover, to the extent that the growing 
overvaluation of the currency creates an 
excess demand for imports, it is held in 
check through the intensification of im¬ 
port restrictions in one form or another 
or through a slower rate of economic 
growth. 

In the postdevaluation period, in more 
than half of the cases (12 out of 20) the 
rale of growth of imports actually ex¬ 
ceeded the predevaluation growth rate. 
This reflects the interaction of several in¬ 
fluences. Higher export earnings and larger 
capital inflows from abroad that are due to 
strengthened confidence in the currency 
at its more realistic exchange rate raise 
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foreign exchange availabilities and thus 
make possible an enlarged volume of 
imports. At the same time import liberali¬ 
zation measures usually associated with 
devaluations and the higher rate of real 
economic growth made possible by t^ie 
better allocation of resources and by tne 
growth of exports and import substitutes, 
combine to produce a higher demand for 
imports. These influences tend to out¬ 
weigh the restraining effect on imports of 
their higher domestic currency prices. 

If the devaluations are arranged accord¬ 
ing to the average growth rate of exports 
in the 3-year postdevaluation period, 
export gains exceeded 20 per cent in 
four cases, ranged between 15 and 20 per 
cent in five cases, between 10 and 15 
per cent in five more cases, and between 
5 and 10 per cent in seven cases; in one 
case it was negative. 

a major reform 

Among the countries with post- 
devaluation export growth rates in excess 
of 20 per cent, Korea experienced a major 
reform of the exchange system early in 
1961, marking the beginning of a period 
during which exports grew from $41 mil¬ 
lion in 1961 to 41,676 million in 1972. 
During that decade, there was anothci 
large devaluation in 1964 and further de¬ 
preciation of the currency in smaller steps 
subsequently. This was made possible by 
thcadoption in 196! of an export-centred 
development strategy which provided the 
main guideline for most economic poli¬ 
cies. Turkey's excellent postdevaluation 
export performance was influenced by 
such favourable factors us vigorous import 
demand in industrial countries during 
1971-72 and higher prices for cotton. 
Nevertheless the devaluation was a factor 
in encouraging increased supply of the 
main export commodities, such as cotton, 
tobacco, and hazelnuts, while it also 
made possible the accelerated growth of 
manufactured exports by raising their 
profitability. The greatest impact of the 
devaluation, however, was on remittances 
from Turkish workers in western Europe, 
which rose sharply. 

Among the countries of the next group, 
a major factor in Ghana's higher export 
earnings was a 68 per cent increase in 
export unit value between 1967 and 1970; 
the volume of cocoa exports in 1970 was 
only slightly greater than in 1963. There 
was also a significant increase, compared 
with the predevaluation years, in export 
earnings from noncocoa exports, includ¬ 
ing nontraditional products, which were 
aided by the more realistic exchange rate. 
The two main factors in Ecuador’s good 
export performance after 1970 were the 


growth of nontraditional exports, notably 
seafood products, and the beginning of 
petroleum production in 1972 with its 
attendant rise in export receipts. The ex¬ 
port volume of traditional export com¬ 
modities was not significantly affected by 
the devaluation since the main export, 
bananas, showed only a small increase, 
while coffee and cocoa shipments fluc¬ 
tuated mainly in response to weather 
conditions. In the case of Zaire, the post¬ 
devaluation years were marked by a 
steady increase in the volume of both 
mining and agricultural exports. Export 
earnings also were favoured by a 48 per 
cent rise in the price of the principal ex¬ 
port product, copper, during 1967-1970. 

In the nexl group (10-15 per cent post- 
devaluation export growth), Finland’s 
1967 devaluation was in some ways an 
uncomplicated case of a generally suc¬ 
cessful exchange rate action. Exports re¬ 
sponded quickly, aided by an acceleration 
in industrial countries’ imports. Post¬ 
devaluation stabilization policies kept do¬ 
mestic price increases within bounds and 
facilitated the successful transfer of re¬ 
sources to the external sector. In Costa 
Rica, export performance improved after 
the devaluation, facilitated by special 
favourable developments, including the in¬ 
troduction of a new disease-resistant type 
of banana, higher coffee export quotas 
under the InternationalCoffee Agreement, 
larger sugar export quotas to the United 
States, and entry into the Central 
American Common Market. In the post¬ 
devaluation period in Peru, export earn¬ 
ings recovered and reverted to the 
medium-term trend annual growth rate of 
about 1J per cent. Consequently the 
trade balance made a quick and strong 
recovery, although confidence returned 
only after the adoption of an effective 
stabilization programme, including strong 
fiscal measures, in the following year. In 


Egypt the devaluation had a limited im¬ 
pact on the domestic currency prices of 
the main export products because of 
countervailing changes in expert premiums 
and little change in the minimum prices 
paid to the producers of the major export, 
cotton. 

In the group with a postdevaluation 
export rise in the 5—10 per cent range, Sri 
Lanka's tea export* had increased slowly 
while the world market price fell steadily 
throughout the 1960s. The 20 per pint 
devaluation did not lead to significant 
increases in the domestic prices of the 
main exports because of the imposition 
of export taxes but also because the cur¬ 
rency of the price-setting country for tea, 
the United Kingdom, was devalued by 
J4.3 per Pent at about the same time. 
Thus, the ‘effective” devaluation was 
rather small. Furthermore, unfavourable 
weather after 1967 affected production 
and exports adversely. Since the world 
market price continued to decline, foreign 
exchange receipts from tea dropped. The 
exchange reform of 1970 provided some 
incentives to nontraditional exports, but 
the rise in exchange earnings from rubbci 
and minor exports was not enough to 
offset the decline in receipts from lea. 
The export response to India’s devalua¬ 
tion, even in the nonagricultural sector, 
was delayed because it occurred during 
a period when the supply of resources 
was strained by poor harvests. As regards 
such traditional Indian export products as 
jute fabrics and tea, the shift in relative 
prices owing to the devaluation was not 
sufficient, partly because of export taxes to 
arrest the decline in export volume. How¬ 
ever, nontraditional exports, notably engi¬ 
neering goods, iron ore, and chemicals, 
received a substantial impetus from the 
devaluation, largely accounting for the 
postdevaluation growth of India’s export 
earnings. 
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The tables have been 

neatly turned. Mrs Gandhi won ‘her’ Presi¬ 
dent's election on the pica of the ‘consci¬ 
ence 1 * vote. Mr N. A. Palkhivala now says 
that the propOvsed 32nd Amendment is 
“an unforgiveable outrage on the Constitu¬ 
tion” since, “under the guise of eliminat¬ 
ing the menace of political defections", 
it “takes away the legislator’s right to 
vote according to his conscience.” He 
suggests that, if the amendment becomes 
law, an elected representative, who does 
not agree with the party whip, cannot 
even abstain from voting and he asks how 
MPs or MLAs could mortgage their 
voting right and surrender their thinking 
to the party Tor the elected term. 

The issue raised by Mr Palkhivala is 
of course not wholly new. Long ago, 
Edmund Burke posed the problem of the 
legislators’ ‘independence* pithily when he 
asked whether a member of parliament 
was a senator or a representative. Burke 
of course was approaching the issue from 
a different angle. Whereas Mr Palkhivala 
is demanding whether it is right to force 
the legislator to surrender his judgment 
to that of the party on behalf of and 
under the aegis of which lie has contested 
the election, Burke was concerned with 
the issue whether a legislator should at 
all times he expected to reflect, represent 
or vote according to the wishes or views 
of the people in his constituency. I sup¬ 
pose that, in terms of pure political science, 
Burke raised a more fundamental prob¬ 
lem than Mr Palkhivala is doing, but the 
latter has raised a point which is certainly 
ipuch more topical. 

Under a party system of 

government in a parliamentary demo¬ 
cracy the legislator should normally 
abide by party discipline. In extra¬ 
ordinary circumstances where his judg¬ 
ment or conscience becomes engaged 
or involved in a special sense, he 
could ask his party for release from the 
whip. If he is not granted his request 
and if he still feels that he owes it to 
himself, his constituency or his country 
to disregard the party whip, he may cer¬ 
tainly do so provided he subjects himself 
to the prescribed disciplinary action. This 


means that he should be willing to resign 
from or be disaffiliated by his party or, 
where the circumstances warrant,’ be 
ready to accept even the ultimate penalty 
of resigning his scat in the legislature and, 
if he so desires, seek re-election. 

Now that the Swatantra parly seems 
to be becoming less and less of a party, 
Mr Palkhivala may be disposed to argue 
otherwise, but he should concede that if a 
would-be legislator happens to prize his 
right to vote according to his conscience 
so highly, it is always open to him to 
seek to be elected as an independent. 
Jt has been said that every right has an 
obligation. This should be even more 
true of a privilege. If a candidate desires 
to stand for an election on the strength 
or in the name of a particular party, it 
is only fair that he abides by the views, 
decisions, policies and programmes of 
that party framed or worked out accord¬ 
ing to the rules of procedure governing 
the functioning of that party. 

Since life insurance is 

supposed to be primarily lor the bene¬ 
fit of the family of the life insured, it is 
undoubtedly appropriate that the Life 
Insurance Corporation should, in a sense, 
be a corporation for widows. It does not 
however follow that it should also he a 
corporation of widows by widows. Re¬ 
cently, when the LIC strike was settled at 
considerable cost to policyholders or the 
public, the LIC management shouted 
from the' housetop that it had secured an 
undertaking from its employees that they 
would cooperate fully with it in raising 
productivity and improving the quality 
of the corporation’s service to policy¬ 
holders. It occurred to me to find out for 
myself how lar this obligation was being 
enforced by the management. I therefore 
look time off one day last week to go to 
the LIC Divisional Office on Kasturba 
Gandhi Marg around 11.30 A.M. to make 
a fairly simple and even routine enquiry. 

I was directed to go to a section head on 
the eighth floor. When I succeeded in 
attracting his attention, he directed me to 
ail official sitting two tables away. By 
now it was nearing 12 noon and the LIC 
gentleman to whom I next had to go found 


MOVING 

FINGER 


it rather difficult to understand wh' 
l was not using the postal service bu 
putting others us well as myself to in 
convenience by seeking information i» 
person. 1 explained to him that 1 had bco 
forced to behave in this uncivilized manne 
because two letters addressed to the LK 
had failed to elicit a reply. I was told tha 
there was nothing surprising in this sine 
the LIC employees had been on strik- 
during the period. The official thei 
suggested that since the strike was nov 
over l could go back and write to the LK 
with reasonable prospects of receiving i 
more or less prompt reply. I confesses 
however that the course suggested di< 
not appeal to me and that, as l was ii 
any case there in person, I could as wel 
get my business finished. Then followei 
a grudging hunt for ledgers which 
naturally, were not easy to locate and i 
was not before 10 minutes to one tha 
I could at lust get the information I wanted 
1 should not however complain unduly 
The better part of the hour-and-a-hal 
that I had spent at the LIC gave greu 
satisfaction to my journalistic instincts 
since l could watch the eating habits o 
LIC employees during office hours. For 
instance, 1 found that some kiiu 
of a lunch was taken at any time Iron 
11.30 A.M. onwards with employee: 
seated at their places of work and helping 
themselves from eating plates or “tiffii 
boxes” placed decoralivelv or other*, 
wise on their worktables. Incidentally 
even local cinema management 
have banned “patrons bringing at cable 1 
into the theatre.” 


The Health Education 

Council in London is carrying on a higl 
voltage family planning campaign in Bri¬ 
tish newspapers. An advertisement in thh 
scries starts in bold print with “How cai 
another woman make you pregnant?” 
this startling question appearing over tin 
picture of a woman far gone with child 
Below the picture is given the answer : 

‘‘Just by talking to you and giving 
you bad advice. 

“Too many women risk getting bat 
advice about contraception because 
they’d rather listen to friends than gt 
to a clinic or a doctor. No wondet 
there arc 120,000 unwanted babic: 
bom in Britain every year. 


“No matter if you’re young or old 
married or single,, you can get hclf 
and advice that is friendly, private, 
and above all. accurate, 
from your 
doctor ro local 
family planning 
dime.” 
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TRADE 

WINDS 


Exports to Gulf 
Countries 

mis Indian Institute of 
-oreign Trade has recently 
"deased a report regarding 
>roduct-oriented market sur¬ 
vey of Gulf countries. The 
eport is based on field research 
-ondueted by the Institute in 
he Gulf countries as well its 
n India. The principal object- 
vc of the report was to collate 
md highlight marketing infor¬ 
mation in respect of 22 specific 
Products which were earlier 
dentified as products having 
ligh export potential for India 
m the Gulf markets, in consul- 
Ration with the ministry of 
'Commerce. The market studied 
>vere : Kuwait, Bahrain, Qatar, 
Oman, Abu Dhabi and Dubai. 
The report also deals with 
iome of the special features of 
the pattern of marketing in 
.these countries. 

, The report has observed that 
<with wealth produced through 
,oil revenue, the Ciulf countries 
s have plans for their industrial 
^development. Industries com¬ 
ing up include oil relining, in¬ 
dustries based on oil and gas 
jsuch as fertiliser, cement, lime 
,and lime products, bricks, flour 
milling, dairy industries, acrut- 
,ed waters, and meat and poultry 
industries. The Gulf countries 
, 4 ure also developing their own 
jfishery industry. Kuwait has 
already started exporting fish 
and fish products. Steel re¬ 
rolling industries are also 
corning up, Oman, a predo¬ 
minantly agricultural country, 
has plans to develop agricul¬ 
ture. including dates, and citrus 
fruits. 

The report also reveals that 
there is a growing concentra¬ 
tion of imports among a few 
large houses which deal in 


diversified lines. Business 
leaders are also politically in¬ 
fluential, if not political leaders 
themselves. Dubai, Kuwait 
and Bahrain are entrepot cen¬ 
tres for access to markets in 
west Asian countries, parti¬ 
cularly Saudi Arabia and Iraq.. 
Trade margins and agency 
commissions are usually high 
because of the higher invest¬ 
ment made in holding stocks. 
Immediate deliveries are pre¬ 
ferred and quotations are 
usually preferred on a c. &f. 
or f.o.b. basis because of the 
prevalence of cheaper insurance 
rates in this region. Deferred 
payment facilities appear to 
be a common practice even in 
respect of consumer goods. 

The report has recommended 
that the following products 
have high export potential 
and manufacturers or exporters 
could, with advantage, devote 
special attention to formu¬ 
lating plans for exporting these 
products to the Gulf region. 
Conifreh *nsivc marketing in¬ 
formation for decision-making 
has teen documented and 
analysed in the report in res¬ 
pect of most of these products, 
such as refrigerators, air- 
conditioners, sewing machines, 
hand tools, including tool 
sets, road transport vehicles, 
auto spare parts, conduit 
pipes, pumps, aluminiumware, 
plastic goods, readymade gar¬ 
ments. tea bags, meat and meat 
products, poultry products, 
fruits & vegetables, sugar, 
wood Si timber, vegetable oils 
& fats, medicinal Si pharma¬ 
ceutical products, essential oils 
& perfumes, iron & steel 
construction materials, ply¬ 
wood & hard-board, foot¬ 
wear and cement, paints Sc 
varnishes, tyres & tubes, cot¬ 
ton Sc woollen textiles, fur¬ 
nishing fabrics, electric motors 


& generators, wires & 
cables, transmission line 
towers, glassware, sanitary¬ 
ware, tubes & pipes, wooden 
Sc steel furniture, diesel en¬ 
gines, agricultural implements 
Sc machinery. It is desirable 
to develop long-term rela¬ 
tionships with businessmen in 
this regard for sustained export 
development. Intending ex¬ 
porters of the above items 
should, therefore, plan for 
the short term in the context 
of long-range plans for deve¬ 
loping business with this re¬ 
gion. 

The following areas have 
been identified for joint ven¬ 
tures and economic coope¬ 
ration : (1) Agricultural deve¬ 
lopment, particularly in 
Oman : (a) supply of seeds, 
grasses, plants, agricultural 
implements Sc machinery; 
(b) agricultural processing Sc 
setting up agro-based indus¬ 
tries; (r) reclamation of de¬ 
serts/hilly tracts for agricul¬ 
ture; ( d ) deputation of agri¬ 
cultural experts; (e) providing 
training facilities. (II) Fishe¬ 
ries development, particularly 
in Oman, Abu Dhabi and 
Dubai (111) Industries (a) 
Fertilisers, (b) Petrochemi¬ 
cals, (c) Plastics, (d) Small- 
scale industries, (e) Printing, 
(f) Porcelain products, (g) 
Cement plants, (h) Mini-steel 
plants and steel re-rolling mills 
(IV) Areas offering consul¬ 
tancy opportunities to India 
in the Gulf countries include : 

(a) Town planning Sc housing, 

( b ) Architecture, (c) Road 
development, ( d ) Electrifica¬ 
tion, ie) Development of food 
industries, (/) Drainage and 
re-use of drainage water for 
agriculture and (g) Feasibility 
studies. 

Japanese Loan for 
Fortilisars 

An agreement covering the 
Japanese loan for the first of 
the three proposed Japanese- 
aided fertiliser plants in India 
is expected to be signed soon. 
Finance minister Y. B. Chavan 
♦announced in the Lok Sabha 
recently. He stated that the 
loan would be for the Bhatinda 
fertiliser project. The entire 
foreign exchange require* 


ment was not likely to be met 
out of the 11 billion yen credit 
offered by the Japanese. The 
loan would be for a period of 
25 years, including a seven year 
grace period, and would carry 
four per cent interest. The 
other two plants proposed to 
be set up with Japanese aid 
during the fifth Plan would 
be located in Panipat and 
Mathura, he said. 

More Deposits by Non 
Nationalised Banks 

Five private scheduled banks 
have crossed the Rs 50-crorc 
deposit mark, a criterion for 
nationalisation of banks in 
1969. The Andhra Bank tops 
the list with deposits of Ks 
105.79 crores as on December 
28 last, according to infor¬ 
mation furnished in the Lok 
Sabha recently. It is followed 
by the New Bank of India 
(Rs 77.96 crores), thcVijaya 
Bank (Rs 77. 56 crores), the 
Punjab and Sind Bank (Rs 
60.77 crores) and the Oriental 
Bank of Commerce (Rs 53.32 
crores). 

Indo-Polish Cooperation 
in Fisheries 

Import of fishing vessels 
from Poland and survey of 
fisheries resources on the north¬ 
west coast of India was dis¬ 
cussed at the second meeting 
of Plenipotentiaries of Poland 
and India on March 20 and 
22. The two-day meeting was 
held under the Indo-Polish 
Marine Fisheries Agreement , 
signed between the two coun¬ 
tries in April 1973. The first 
meeting was held in Warsaw 
in June 1973. The meeting will 
also consider the question of 
the construction of fishing 
vessels in India with Polish 
assistance. The seven-member 
Polish team was led by Mr. 
J. Rodkiewics, Director, For¬ 
eign Relations department, 
Polish ministry of Shipping. 
Mr T. P. Singh, Secretary, 
ministry of Agriculture, headed 
the Indian team. 

Exports of Semi-Finish¬ 
ed Hides end Skins 

The union government has* 
issued orders in respect of 
quotas for the export of semi¬ 
finished hides and skins for the 
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year commencing on April 1, 
1974. According to these 
orders, the annual quotas, 
which were fixed for 1973-74 
wilt not be reduced and the 
, same quantity of semi-finished 
fftdes and skins will be all* 
,l owed to be exported during the 
year 1974-75. Export of semi- 
proces&ed hides and skins is 
being regulated by a quota 
scheme from 1973-74. The 
objective of placing quanti¬ 
tative restrictions on the export 
of semi-processed hides and 
skins is to shift the emphasis 
more on export of finished 
leather and leather goods. 
Recording to this scheme, an¬ 
nual quotas were fixed for 
individual exporters on the 
basis of their export perfor¬ 
mance during the last five 
years—1968-72. The quota 
s^cmc contains special dis¬ 
pensation for small-scale tan¬ 
ners. Ten per cent of the 
total quantity allowed to be 
exported during a year has 
been reserved for small-scale 
tanners, who were not directly 
in export business but used to 
sell their produce to merchant- 
exporters. 

FICCI 

The prime minister, Mrs 
tfiidira Gandhi, will inaugurate 
the 47th annual meeting of the 
Federation of the Indian Cham¬ 
bers of Commerce and In¬ 
dustry (FICCI) in Delhi on 
April 15. The theme of ihc 
discussion in the threc-day 
meeting is “Fifth Plan- 
achievement perspectives for 
employment and production'’. 

Cooperative Bankers 
Meet 

The All India State Co¬ 
operative Banks Federation 
held its board meeting at 
Udaipur recently. The Rajas¬ 
than State Cooperative Bank 
played the host. The chairman 
and chief executives of 16 
<Uate cooperative banks parti¬ 
cipated in the discussions. Dr 
C. D. Datey, Executive Direc¬ 
tor, Reserve Bank of India, 
attended the meeting as Special 
invitee. Mr Gulabsinghji 
Sfeaktawat, Chairman of the 
Riajasthan State Co-operative 
Bank and minister of State 
for Home Affairs, govern¬ 


ment of Rajasthan welcomed 
the participants. Mr Veer- 
shetty Koisnnoor was unani¬ 
mously elected as the Chair¬ 
man of the Federation for 
1974-75 in place of Mr Magan- 
bhai Patel who retired. The 
meeting discussed quite a few 
important subjects and took 
Us decisions. The need for 
professionalisation of manage¬ 
ment of co-operatives was 
emphasized and it was decided 
that each state co-operative 
bank should appoint well 
qualified and competent 
officers who should be ade¬ 
quately trained and equipped 
for their jobs and that the 
Federation should help mem¬ 
ber banks m this. The problem 
of coordination between co¬ 
operative banks and commer¬ 
cial banks in agricultural fin¬ 
ance was also discussed in 
detail. 


Loan for Ratnakar 
Shipping 

A US$ 20 million loan to 
Ratnakar Shipping Company 
of Calcutta has been provided 
by National and Grind lays 
Bank Limited in London. The 
loan agreement was formally 
signed in London recently by 
Mr K. C. Mathnr, General 
Manager of the Ratnakar Ship¬ 
ping Company and Mr S. G. 
Spence ■ -Regional Director for 
India, on behalf of National 
and Grindlays Bank Limited. 

The loan will finance the 
building of dry cargo Santa 
Fc ‘77’ type vessels in Spain. 

LIC Houses in Up 

Life Insurance Corporation 
will build townships at Luck¬ 
now, Kanpur and Ghaziabad 
for the middle income groups, 
Mr K. R. Puri, Chairman of 
LIC announced recently. The 
UP government has agreed 
to allot land for these town¬ 
ships and construction work 
was expected to start within a 
year of the land being obtained, 
he said. Flats with a covered 
area of 350 to 1,000 sq ft would 
be built in two to three-storey 
blocks. LIC had undertaken 
similar schemes in Bombay, 


Bangalore and Hyderabad, Mr 
Puri added. 

UtiiisAtion of 
CboparatlVas 

The union government had 
decided to increasingly utilise 
cooperatives for the distri¬ 
bution of essential goods to 
safeguard thk interests of both 
the consumers and the produ¬ 
cers, stated Mr Fakhruddin 
Ali Ahmed, union minister of 
Agriculture, recently. The 
minister was inaugurating the 
two-day conference on “Con¬ 
sumers’ Protection through 
Cooperative Movement”. The 
conference which was attended 
by nearly 125 delegates was 
organised by the National Co¬ 
operative Union of India. 

Excise on Coffee 

The United Planters' Asso¬ 
ciation of Southern India 
(UPASI) protested against 
the proposal in the union 
budget for the enhancement in 
the excise duty on Robusta 
coffee from Rs 66 to Rs 100 
per quintal. The Association 
in a press release has pointed 
out that Robust a is mainly 
produced by small holdings in 
the country. A more impor¬ 
tant consideration has been 
the urgent need for substantial 
investment in development in 
view of the world-wide shortage 
of coffee and the increasing 
demand for it, adds the Asso¬ 
ciation. 

More Gulf Tourists 

The India Tourism Deve¬ 
lopment Corporation (1TDC) 
would be sending a study team 
to the Gulf States to boost 
tourist trade in India, minister 
of state for Tourism, Dr Saro- 
jiniMahishi, told the Lok Sabha 
recently, the details of which 
were yet to be finalised. Dr 
Mahishi added that the depart¬ 
ment of Tourism proposed to 
establish shortly a tourist office 
in Beirut. It would also cover 
promotion of tourist traffic to 
India from the Gulf States. 

Microfilm Progamme 

A programme designed to 
acquaint top business manage¬ 
ment with the use of microfilm 
and its potential applications 
for communication in their 
organizations has been, pre¬ 
pared by K^odak Ltd. Special 


sections of the programme 
have been prepared for presen¬ 
tation to managers, systems 
analysts, programmers, and 
office methods specialists, The 
concept of the image 4 pro¬ 
gramme recognizes the gene¬ 
rational growth of computer 
sciences which has been mat¬ 
ched hy concurrent develop¬ 
ments in microfilm technology. 

Rise in Pensions 

The union government 
recently announced ad hoc 
increases in pension to central 
government pensioners who 
retired before January 1, 
1973, with effect from that 
date. The increase ranged 
from Rs 15 to Rs 35 a month. 
This is an additional benefit 
to the pensioners to whom the 
government has decided to ex¬ 
tend the third Pay Commission’s 
recommendation on grant of 
relief for increase in the cost 
ofliving. 

Names in the News 

Bharat Heavy Electricals 
Ltd, Triuchy won a National 
Award for outstanding emp¬ 
loyer of the physically handi¬ 
capped. Mr N. Balakrishnan, 
a blind carpenter of BHEL, 
Tiruchy also won a National 
Award instituted by the So¬ 
cial Welfare Department of - 
the union government for the 
most efficient physically handi¬ 
capped employee. 

The following persons have / 
been declared elected to thtf 
Executive Council of the Cart 
Iron Spun Pipe Manufacturers 
Association for the year 1973- 
74 : Chairman : Mr N. Mftha- 
lingam, M/s Sakthi Pipes Ltd, 
Vice-Chairman : Mr S. S. 
Chawdhry, M/s Elcctrostecl 
Castings Ltd, Ordinary Mem¬ 
bers : Mr M. Nanoram, M/s 
Andhra f oundry & Machine 
Co Ltd, Mr S. T. Rim: hen, 
M/s Gey day Iron & Steel Co 
Ltd, Mr A. K. Gangtili, The 
Indian Iron & Steel Co Ltd, 
Mr J>. K. Hada, M/s Indo- 
Swedish Pipe Mfrs Lid, Mr 
B. Patra, M/s Kalinga Iron 
Works, (Unit of Industrial 
Development Corpn of Orissa 
Ltd), Mr 1>. A. Shah, M/s 
Kesoram Spun Pipes & Foun¬ 
dries, and Mr S, K. Warrior, 
The Mysore Iron & Steel Ltd. 
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COMPANY 

AFFAIRS 


Philips India 

Auiioigu sales recorded a 
modest improvement ' from 
Rs 49.11 crores to Rs 50.43 
crores, Philips India I td during 
1973 has earned a lower gross 
profit of Rs 10.73 crores as 
compared to Rs 11.54 crores 
in 1972. The fall in the com¬ 
pany’s profits is attributed to 
inflationary pressure on costs. 
The directors have proposed a 
final equity dividend of 12 per 
cent which together with the 
interim dividend of 12 per cent 
makes a total of 24 per cent for 
the year, the same as that paid 
for 1972. Out of the gross 
profit, the directors have allo¬ 
cated a sum of Rs 156 lakhs to 
depreciation reserve as against 
Rs 148 lakhs in 1972 while the 
appropriation to development 
rebate reserve was maintained 
at Rs 15 lakhs. Taxation ab¬ 
sorbed Rs 590 lakhs as against 
Rs 666 lakhs in 1972, leaving 
a net profit of Rs 3.12 crores 
in 1973 as against Rs 3.25 
crores in the preceding year. 
After allocating Rs 10 lakhs - 
the same as in 1972 - to deben¬ 
ture redemption reserve and 
making other adjustments a 
sum of Rs 2.75 crores was 
transferred to the general re¬ 
serve as against Rs 2.95 crores 
in the previous year. The 
annual general meeting of the 
company will be held on May 
10, 1974, The Register or 
Members will remain closed 
from April 24 to May 10, both 
days inclusive. 

Binny Ltd 

Despite sharp escalation in 
manufacturing costs includ¬ 
ing wages, shortages of critical 
raw materials and severe 
power cuts, Binny’s financial 
position has improved consi¬ 
derably during the year ended 
December 31, 1973. The net 
operating profit, after provid¬ 
ing for depreciation, recorded 


a steep rise to Rs 249.51 lakhs, 
registering a gain as much as 
Rs 155.05 lakhs over 1972. 
After appropriating Rs 32.00 
lakhs to debenture redemption 
fund, the same as in 1972 and 
tiansferring Rs 22.87 lakhs 
to development rebate reserve 
as against Rs 6.95 lakhs in 
1972, there is a profit of Rs 

194.64 lakhs as compared to 

Rs 55.50 lakhs in the preced¬ 
ing year. The profit for the 
year is insufficient to cover past 
losses. It has, however, been 
considered advisable that 1974 
should start free of the burden 
of past losses and arrears of 
preference dividends. Provi¬ 
sion has therefore been made 
to pay the preference dividend 
up to December 31, 1973. 

C onsequently it has become 
necessary to tiansfer from gene¬ 
ral reserve an amount of Rs 

95.64 lakhs to the profit and 
loss account. Taking all the 
circumstances into considera¬ 
tion, the directors have 
considered it prudent not to 
recommend any equity dividend 
for the year. Despite several 
constraints the performance 
of the two mills of the com¬ 
pany was better than in 1972. 
The re-equipment and rehabi¬ 
litation of the old equipment 
m the two mills, the reorgani¬ 
sation of the marketing depart¬ 
ment and other measures taken 
during the past two years 
contributed to the improved 
results. The sales of Madias 
and Bangalore units were high¬ 
er at Rs 50.63 crorc as com¬ 
pared to Rs 45.16 crores in 
1972. Throughout the year 
the mills were obliged to supply 
controlled cloth to the extent 
of 10 per cent of the production 
at prices fixed in 1968. Exports 
in 1973 amounted to Rs 2.72 
crores as against Rs 1.83 
crores in 1972. The garment 
factory was operated during 
the latter part of the year 
essentially to fulfil the com¬ 


pany's export obligation. Ex¬ 
ports in 1973 amounted to Rs 
24.37 lakhs as against Rs 
16.58 lakhs in 1972. Exports 
in 1974 are expected to be 
substantially higher lhan in 
1973. The continuation of 
the re-equipment and rehabili¬ 
tation programme in the 
two mills and further stren¬ 
gthening of the marketing de¬ 
partment are expected to yield 
further gains during the cur¬ 
rent year. 

India Pistons 

The Monopolies and Res¬ 
trictive Trade Practices Com¬ 
missions has cleared the ex¬ 
pansion scheme of India Pis¬ 
tons Ltd, after stipulating 
certain conditions. The pro¬ 
posal has been cleared on the 
understanding that the scheme 
will be implemented by India 
Pistons itself and no separate 
company will be formed for 
this purpose. India Piston’s 
expansion proposal envisages 
a 60 per cent increase in its 
pistons capacity, 84.37 per 
cent increase in gudgeon pins 
and 100 per cent increase in 
piston rings. It has however 
been stipulated by the Com¬ 
mission that there should be a 
dilution of ownership of the 
existing shareholders in the 
equity capital as IPL is a 
closely held company with 70 
per cent equity shures being 
held by Simpson and Com¬ 
pany and the balance of 30 
per cent by Associated Engi¬ 
neering Ltd. They have been 
asked to reduce their holdings 
to 56 per cent and 24 per cent 
respectively making available 
the balance of 20 per cent to 
financial institutions or to the 
general public. The Commis¬ 
sion has felt that with the 
increase in the company’s capa¬ 
city, India Pistons should be 
able to export a large propor¬ 
tion of its output. It has* 
therefore, recommended that 


the company should gradual!) 
increase its export of pi&toi: 
assembly so as to reach 15 pei 
cent of its output. 

Albright, Morarji & 
Pandit 

Albright Morarji and Pandit 
Ltd has received an industrial 
licence for stepping up its 
sodium tripolyphosphate ca¬ 
pacity of its plant from 12,500 
to 25,000 tonnes per annum. 
According to the company’s 
original plans this expansion 
would have been completed in 
March or early April this year. 
But the recent strike has upsste 1 . 
this schedule. However, in 
view of the saving in costs and 
lax that would ensue, every 
clfort is being made to make up 
for the lost time. As the 
demand for sodium tripoly- 
phosphate is on the increase 
and having successfully achiev¬ 
ed complete technical compe¬ 
tence in producing quality ma¬ 
terial acceptable to the deter¬ 
gent manufacturers and other 
users of sodium tripolyphos- 
phate, the company has ap¬ 
plied for a licence for doubling 
its capacity to 50,000 tonnes 
per annum. As the company 
is in the best position to achie¬ 
ve the additional capacity \i 
this magnitude quicker and at 
considerably less capital cost 
than others, it is, earnestly 
hoped that the government 
would consider favourably the 
company’s proposal. 

Vulcan Laval 

The Directors of Vulcan 
Laval Ltd have stepped up the 
equity divident from 15 per 
cent to 20 per cent for 1973. 
Sales during the year looked 
up to Rs 5.96 crores from Rs 
5.08 crores while the gross 
profit recorded a smart rise to 
Rs 90.03 lakhs from Rs 69.96 
lakhs in the earlier year. It 
was feared that the results for 
the year would not be verir 
encouraging because of th* 
steep increases in the cost of 
raw materials and wages. How 
ever, on account of the in¬ 
creased turnover, further im¬ 
provements in industrial engi¬ 
neering methods, prudent pur¬ 
chasing policies and judicious 
management of financial re¬ 
sources, it was possible to 
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$how good results. As on 
February 28* 1974 the value 
of orders on hand amounted 
to approximately Rs 12.45 
crores as compared to about 
Rs 4.85 crores on the same 
date in 1973. If the cost of 
raw materials and wages conti¬ 
nue to increase during the 
current year, the directors feel 
that the margins will certainly 
be under severe pressure. The 
company’s negotiations with 
the government for the issue 
of an industrial licence for the 
manufacture of tobacco machi¬ 
nery are progressing satis¬ 
factorily and it is hoped that 
production will commence 
by the end of this year. 

Cut Tyres 

Ccat Tyres of India Ltd has 
i-a sharp set-back in its working 
during the year ended Decem¬ 
ber 31, 1973. During the year 
its sales went down to Rs 32.13 
crores from Rs 37.46 crores 
in 1972 while its gross profit 
declined from Rs 4.83 crores 
to Rs 2.33 crores. The set¬ 
back in performance is attii- 
buted to the totally unjustified 
drop in production resorted to 
by the truck tyre builders 
since the beginning of 1973, 
r culminating m an unwarranted 
and illegal strike from Novem¬ 
ber 12, 1973. Apart from total 
loss of production during the 
strike period, production was 
dropped by the truck tyre 
builders to 1225 tyres per day 
in 1973 from 1350 tyres in 
1972. Besides profit margins 
.were squeczcd“due to the inabi¬ 
lity of the company to neu¬ 
tralize the spiralling costs of 
raw material as the prices of 
automotive lyres and tubes 
are under government control. 
Out of the gross profit the 
directors have allocated a sum 
of Rs 75.45 lakhs to depre¬ 
ciation reserve, Rs 14.23 lakhs 
to development rebate reserve 
and Rs 68.20 lakhs for taxa¬ 
tion as against Rs 59.73 lakhs, 
Rs 32.26 lakhs and Rs 225.00 
lakhs provided respectively in 
1972. This leaves a substan¬ 
tially reduced net profit of Rs 
75.40 lakhs as compared to 
Rs 165.95 lakhs in the pre¬ 
vious year and the entire sur¬ 
plus has been transferred to 
the general reserve. The direc¬ 
tors have recommended a divi¬ 


dend of Rs 16 per equity 
share and will be paid out of 
the general reserve. The divi¬ 
dend, when approved will be 
paid on or after May 22, 1974 
to those shareholders whose 
names stand on the company's 
register on March 29, 1974. 
The annual general meeting 
will be held on May 21. 

Parrys Confectionary 

The working of Parrys Con¬ 
fectionery Ltd during 1973 has 
resulted in a higher gross 
profit of Rs 9.13 lakhs as 
compared to Rs 8.90 lukhs in 
1972. The profit after tax too 
was substantially higher at Rs 
4.12 lakhs as compared to Rs 
2.43 lakhs in the preceding 
year. The board of directors 
have recommended a dividend 
of 14 per cent, the same as in 
1972. This will absorb Rs 
3.92 lakhs. Alhough sales 
amounted to a record figure of 
Rs 4.41 crores as compared 
with Rs 3.31 crores in 1972 
the margin of profit remained 
low owing mainly to frequent 
increases in the prices of the 
major raw materials and pack¬ 
ing and wrapping materials. 
Only a partial increase in sell- 
jng prices to offset the higher 
cost was possible to prevent 
any adverse reaction on sales. 
The power cut imposed by the 
government of Tamil Nadu 
from October 1972 affected 
the working of the factory to 
its full capacity until the com¬ 
pany went in for its own gene¬ 
rators at a cost of Rs 3.06 
lakhs. Machinery for replace¬ 
ment and rehabilitation worth 
Rs 8.46 lakhs was installed 
during the year. Following the 
changes in marketing arrange¬ 
ments carried out in 1971, 
only a low level of domestic 
sales was achieved by Parrys 
Confectionery (Malaysia) Sen- 
dirian Berhad during the tran¬ 
sitional period resulting in a 
loss of M 8 447,000 for the 
year ended December 31, 1972. 
Contrary to expectations, the 
operations of the company m 
1973 too have resulted in a 
substantial loss, the exact quan¬ 
tum of which will be known 
when the accounts of the 
company are finalised for the 
year. In order to diversify the 
company’s activities, a project 
to make chocolate-coatcd wa¬ 


fers has been sanctioned. The 
machinery has arrived and it 
hopes to commence manu¬ 
facture shortly. The manage¬ 
ment of the company has made 
over to the Malaysian Direc¬ 
tors for convenience of taking 
quick decisions. Only technical 
staff will be provided by the 
company from India as stipu¬ 
lated in the royalty and techni¬ 
cal know-how agreement, in 
order to ensure that the quality 
of the product sold under 
“Parry's” name is maintained. 

Bayer (India) 

Preliminary working re¬ 
sults released by Bayer (India) 
for 1973 show a further impres¬ 
sive improvement over its 
preceding year's encouraging 
performance. Sales, profits 
and margins are all substan¬ 
tially higher than in 1972. 
All divisions pesticides, rub¬ 
ber chemicals and pharma¬ 
ceuticals - have Jared extre¬ 
mely well during the year. 
Dividend for the year, however, 
has been kept unchanged at 
20 per cent. About three- 
fourth of the proposed 
dividend is expected to be 
exempt from tax in the 
hands of the shareholders. 
With an increase in sales by 
20 per cent from Rs 13.20 
crores in 1972 to Rs 15.78 
crores gross profit moved up 
by about 32.5 per cent to Rs 
3.80 crores from Rs 2.87 
crores with the ratio of gross 
profit to sales improving from 
21.7 per cent to 24.1 per cent. 
Out of the gross profit, the 
directors have allocated Rs 
64 lakhs to depreciation re¬ 
serve, Rs 6.80 lakhs to deve¬ 
lopment rebate reserve and 
Rs 198 lakhs for taxation as 
against Rs 54.04 lakhs, Rs 
0.65 lakh and Rs 77 lakhs 
provided respectively in 1972. 
The proposed dividend will 
claim Rs 72 lakhs. The com¬ 
pany has already received an 
industrial licence lor subs¬ 
tantial expansion of the manu¬ 
facture of chloroquinc phos¬ 
phate from 4 to 12 tons. Equip¬ 
ment needed for more basic 
manufacture of chloroquine 
phosphate is being procured 
and it has been planned to 
start enhanced production 
from the earlier basic stage 
during the second half of the 


current year. The government 
of India have approved the 
capital goods to be imported, 
which are required lor imple¬ 
mentation of the expansion 
projects of rubber chemicals 
and pesticides. Negotiations 
with the financial institutions 
for foreign exchange loan are 
in the concluding stages and 
the requisite industrial licences 
arc expected to be received in 
the very near future. 

News and Notes 

{Expansion and diversification) 

Panyam Cements and Mine¬ 
ral Industries Ltd is actively 
pursuing its proposal to set 
up a chemical lime factory 
and white cement factory in 
Sullurpel taluk, in Nellorc 
district, as part of its diversi¬ 
fication activities. The com¬ 
pany hopes to receive mining 
lease from the state govern¬ 
ment soon. The company’s 
expansion programme at Ce¬ 
ment nagar of converting one 
wet process kiln to dry process 
is progressing very •satisfac¬ 
torily. The company hopes to 
commission its plant with ex¬ 
panded capacity before May 15, 
1974 as scheduled. The com¬ 
pany is also making satis 
factory progress with its cal¬ 
cium carbide project. 

New Issues 

Mercury Breweries Ltd is 
setting up a brewery with a 
capacity of 50,000 HI. of beer 
at Kalyani m West Bengal 
at an estimated cost of Rs 
1.20 crores. The brewery will 
be on stream in thetirst quarter 
of 1975. To finance this pro¬ 
ject the company intends to 
enter the capital market some 
time in May with a public 
issue 2,70,000 equity shares of 
Rs JO each. 

Ceekay Automotive Products 

proposes to undertake the 
manufacture of carburettors, 
clutch plates, and clutch cover 
assembles. The plant will be 
located at Aurangabad. The 
company has entered into a 
collaboration agreement with 
French firm for the manu¬ 
facture of carburettors and 
with a Japanese firm for dutch 
plates and cover assemblies. 
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The company's plant will'have 
a capacity to produce annually 
one lakh pieces of carburettors, 
one lakh pieces of clutch plates 
and 50,000 pieces of clutch 
cover assemblies. The plant 
is expected to go on stream by 
the middle of 1975. To meet 
part of the cost of this Rs 
1.J6 crore project, the com¬ 
pany will be entering the capi¬ 
tal market in July or August 
with a public issue of 2,40,000 
equity shares of Rs 10 each at 
par. The company hopes to 
pay a maiden equity dividend 
of 10 per cent from the very 
first year of its operations. 
The dividend is likely to be 
raised m subsequent years. 

Assam Carbon Products pro¬ 
poses to enter the capital 
market shortly with a public 
issue of Rs 35.50 lakhs, com¬ 
prising 2,60,000 equity shares 
of Rs 1(1 each and 9,500 pre¬ 
ference shares of Rs 100 each 
at. par. The proceeds of the 
issue will be utilised for financ¬ 
ing partly the company's new 
plant for manufacturing elcc- 
tro-graphitised and resin-bon¬ 
ded grades of carbon with an 
installed capacity of one lakh 
kg per annum. Incorporated 
in 1963 under the name Assam 
Coke Oven and Briquette Co, 
the company changed its name 
in 1966. The company has 
entered into technical colla¬ 
boration with Morganitc Car¬ 
bon of the UK. 

Stretch Fibre (India) Ltd, 
engaged in the spinning and 
eirmping of nylon filament 
yarns will be entering the 
capital market in May with a 
public issue of Rs 90 lakhs in 
equity shares of Rs 10 each. 
The company is setting up a 
polymerisation plant for the 
manufacture of nylon filament 
Yarn from caprolaetum with a 
licensed capacity of 540 tonnes 
per annum in technical colla¬ 
boration with Zimmer Euser- 
tcchnik of West Germany. At 
present the company's spinning 
plant manufacturers nylon 
yarn from chips. The company 
also has a crimping unit, which 
crimps nylon yarn into crimped 
yarn, and has a capacity of 
1,000 kgs per day. The plant 
is located at MIDC Industrial 
Area at Nagpur. The estimated 
cost of project is Rs 250 lakhs. 
The company has already plac¬ 


ed orders for plant and machi¬ 
nery with the foreign suppliers, 
and is confident of going into 
production by March 1976. 
Sales lor the year ended March 
31, 1974 would amount to Rs 
1.65crores, Sales are expected 
to rise to Rs 3.51 crores for 
1974-75 and to Rs 4.41 crores 
in 1975-76. The directors 
hope to pay a maiden dividend 
of 10 per cent for J 975-76. 

Sadhana Nitro Chem. Ltd, 
proposes to manufacture Ni¬ 
trobenzene in Maharashtra, 
near Panvel, in the near future. 
The company, which is the 
first venture in the private 
sector, will have a production 
capacity of 9,000 tonnes per 
annum. Nitrobenzene is a 
chemical used for the manu¬ 
facture of aniline with wide 
applications in dyestuffs, rub¬ 
ber chemicals and drugs. 
The project cost is estimated 
at Rs 96 laklis. The company 
will raise the necessary capital 
by public issue of shares worth 
Rs 24.50 lakhs, divided into 
1,95,000 equity shares of Rs 
10 each and 5,000 (9.8 per 
cent) redeemable cumulative 
preference shares of Rs 100 
each. The balance will be 
raised through loans. Trial 
production would start, in April 
1975 and commercial product¬ 
ion would start soon thereafter. 
Sales, according to the present 
estimate, are expected to be 
around Rs 172.80 lakhs in the 
first year of its operations. The 
directors hope to pay a maiden 
dividend of 10 per cent from 
the profits of the second year. 
The subscription list will open 
on March 28, 1974 and will 
close on April 10 or earlier 
but not before April I. 

Allied Steels will enter the 
capital market shortly with a 
public issue of Rs 36 lakhs 
comprising 2,70,000 equity 
shares of Rs 10 each and 9,000 
preference shares of Rs 100 
each. The proceeds of the 
issue will be utilised for financ¬ 
ing partly the company’s Rs 
1.34 crore mini-steel plant 
being set up at Raipur, Madhya 
Pradesh, with a licensed capa¬ 
city of 50,000 tonnes per an¬ 
num. In the first phase the 
company will manufacture 
about 8,500 tonnes of dif¬ 
ferent grades of steel ingots 
annually. Commercial produc¬ 


tion is expected to commence 
shortly. 

Vikrant Tyres which is 
setting up a plant for the 
manufacture of five lakh auto¬ 
mobile tyres and tubes and 
3,000 tonnes of camelblack per 
annum, will enter the capital 
market shortly with a public 
issue of Rs 4.30 crores in 
equity shares. The company’s 
plant to be located near Mysore 
city is expected to commence 
trial runs by the end of 1975. 
It has entered into a technical 
collaboration with a Czech 
firm which will set up the 
plant on a turnkey basis and 
supply the entire technical 
know-how. The cost of the 
project is now estimated at 
Rs 2! crores against the eaiier 
estimate of Rs 18 crores. 

Company Meetings 

Binny Ltd : Registered office, 
7, Armenian Street, Madras- 
600002, March 29, 4 p.m. 
Mahindra & Mahindra Ltd : 
Taj Mahal Hotel, Apollo 
Bunder, Bombay 400 039; 
April 19; 4 P.M. 

Interim Dividends 

The directors of Belapur 
Sugar and Allied Industries have 


declared an interim dividend 
of Rs 3 per share for the 
current year. The directors" 
decision to pay the interim 
dividend has been inspired by 
the fact that its performance 
so far in the current year is 
quite satisfactory despite the 
adverse operating conditions 
resulting from the droughtand 
diversion of substantial funds 
from the company’s reserves 
by the previous management. 
The fact that the shareholders 
have not received any dividend 
for the past two accounting 
years and brighter prospects 
regarding sugar recovery in 
the current year have also 
influenced the board's deci¬ 
sion. The company has been 
granted an extension up to 
May 31,1974, for holding its 
annual general meeting for the 
purpose of approving its ae- 
counts for the year ended 
September 30, 1973, which are 
under finalisation. 

Scsha&ayce Paper and 
Boards has proposed an inte¬ 
rim equity dividend of 6 per 
cent for the year ended March 
31, 1974. The company paid 
a total equity dividend of 12 
per cent, for 1972-73. 


Dividends (Per cent) 


Name of the company 


Higher Dividend 

Carona Sahu 
Tractors India 
Phillips Carbon Black 
Goodlass Nerolac 
Same Dividend 
Modi Industries 
Siemens India 
K,usum Products 
Industrial Cables 
Sankey Wheels 
Indian Vegetable Pro¬ 
ducts 

Woolcombers of India 
Binod Milts 
Reduced Dividend 
Automobile Products 
of India 

Electrical Manufac- 
# turingCo 
Ganges Manufacturing 
Elpro International 
Dena Bank Ltd 


Equity dividend 
declared for 

Year ended ---„— 

Current Previous 


April 30, 1973 
June 30, 1973 
Nov. 30, 1973 
Dec. 31, 1973 

Oct. 31,1973 
Sept. 30,1973 
March 31, 1973 
Oct. 31, 1973 
Dec. 31,1973 

Dec. 31,1973 
Dec. 31,1973 
Dec. 31,1973 


July 31,1973 

May 31,1973 
March 31,1973 
Dec. 31,1973 
Dec. 31,1973 


year 

year 

5.0 

Nil 

17.0 

12.5 

16.0 

14.0 

20.0 

15.0 

12.0 

12.0 

18.0 

18.0 

20.0 

20.0 

10.0 

10.0 

Nil 

Nil 

17.0 

17.0 

12.0 

12.0 

Nil 

Nil 


Nil 

10.0 

Nil 

6.0 

Nil 

12.5 

10.0 

12.0 

12.0 

16.0 
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COTTON COfflFORT 
OF THE CENTURY 


The cool comfort of a groat 
cotton fabric mode by 
Century... Cosy-Cot. When 
It comes to comfort, nothing 
beats cotton ... cotton 
that's coot, absorbent 
carefree. You feel the 


difference when you wear a 
shirt made out of Co$y«Cot 

COSY-COT WITH NEVER* 
SiFOfte DESIGNS, CLEVER* 
WOVEN INTO A RICH NlCH 
TEXTURE. PRC - SHRUNK FOR PIN! 
LONG WEAR ANO LASTING SHAPE. 


SHIRTINGS 


CeotmkD 

HBMMW1 rUIMC 




















mm# 



p-; \'r;i ■ Manufactured by* 

Ip: E !1 THE CENTURY 
’%I spc » yri: m 




a I SPG. & MF6. CO; LIE 
I BOMBAY 2$ DO 








NPS/CM 1 8 
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COMPANY MEETING 


PARRYS CONFECTIONERY LIMITED 

The Nineteenth Annual General Meeting of the Company was held on 18th 
March, 1974 at Madras. In his circulated statement, the Chairman, Mr. H>V.R. 
lengar, made the following points: 


The results for the year show 
a profit of Rs. 9.13 lakhs. The 
profit after tax is Rs. 4.12 
lakhs compared with Rs. 2.43 
lakhs last year. 

i' The Board has recornmend- 
fed the same dividend of 14% 
this year also, absorbing Rs. 
3,92,000. 

The profit available for ap¬ 
propriation including surplus 
'brought forward from the pre¬ 
vious year is Rs. 4,13,205 out 
of which Rs. 42,350 has been 
set aside for Development Re¬ 
bate Reserve, leaving a balance 
of Rs. 3,70,855. Drawing a 
sum of Rs. 22,000 from the 
General Reserve and after 
meeting the proposed dividend, 
a sum of Rs. 855 is left surplus 
to be carried over, 

iflanufacturing and Trading 
^Conditions 

Although sales amounted 
to a jrecord figure of Rs. 4.41 
crores compared with Rs. 3.31 
crores last year, the margin 
of profit remained low owing 
mainly to frequent increases in 
prices of the major raw 
materials and packing and 
wrapping materials. Only a 
partial increase in selling prices 
to offset the higher cost was 
possible to prevent any adverse 
reaction on sales. The power 
cut imposed by the Govern¬ 
ment of Tamil Nadu from 
October, 1972 affected the work¬ 
ing of the factory to its full 
capacity until we went in for 
. our own generators at a cost 
of Rs. 3.06 Jakhs. 

Machinery for replacement 
and rehabilitation worth Rs. 
8.46 lakhs was installed during 
the year. 

Malaysian Factory 

Following the changes in 


marketing arrangements carried 
out in 1971, only a low level 
of domestic sales was achieved 
during the transitional period 
resulting in a loss of M$ 
447,000 for the year ended 31st 
December, 1972. Contrary to 
expectations, the operations of 
the Company in 1973 too have 
resulted in a substantial loss, 
the exact quantum of which will 
be known when the accounts 
of the Malaysian Company 
are finalised for the year ended 
31st December, 1973. There 
is no question but that the 
quality of our sweets is accept¬ 
able. Unfortunately, with the 
best of efforts, the volume of 
domestic sales achieved in 
1973 was not commensurate 
with the selling expenses. In 
order to diversify the Com¬ 
pany's activities, a project to 
make chocolate-coated wafers 
was sanctioned. The machi¬ 
nery has arrived and it is hoped 
to start manufacture shortly. 
The management of the 
Company has been made over 
to the Malaysian Directors 
for convenience of taking quick 
decisions. Only technical staff 
from India arc provided by us, 
as stipulated in the Royalty 
and technical know-how agree¬ 
ment, in order to ensure that 
the quality of the product 
sold under “Parry’s'’ name is 
maintained. 

Prospects 

In the Central Budget pre¬ 
sented on 28th February the 
duty on confectionery has been 
raised from 30 paise per kg. 
to 10% ad valorem equivalent 
to an average of Rs. J. 15 per 
kg. This steep levy on top of 
the ever-increasing cost of 
raw and packing materials 
pushes up the price of sweets 
to a level at which, it is feared, 
there will be consumer resis¬ 
tance. In the first few months 
of the current year the demand 


for Parry’s sweets has been 
keen but there may be a fall 
in offtake affecting the whole 
industry. 

N.B : This does not purport 


COMPAN Y NOT ICES: 

THE WESTERN IN 01A 
MATCH CO. LTD. 

NOTICE 

General notice is hereby 
given to members of Public 
Under Rule 4A of the Mono¬ 
polies & Restrictive Trade 
Practices Rules. 1970, that 
Messrs. The Western India 
Match Company Limited in¬ 
tends to make an application 
to the Central Govt, under 
Section 21 [Subjection (I)] 
of the Monopolies and Res¬ 
trictive Trade Practices Act, 
1969, of their proposal for 
the manufacture of Sodium 
Perchlorate and substantial ex¬ 
pansion of their existing capa¬ 
city of Ammonium and Potas¬ 
sium Perchlorates in the State 
of Maharashtra. Any person 
interested in the matter may, 
if he so desires, intimate to 
the Central Government in 
the Department of Company 
Affairs, Ministry of Law, Jus¬ 
tice and Company Affairs, 
within fourteen days from the 
date of publication of this 
notice, his views, if any, with 
regard to the said proposal of 
the Company, as also the 
nature of his interest therein. 

(M. V. Hate) 
Secretary 

Registered Office : 

Indian Mercantile Chambers 
Nicol Road, Ballard Estate, 
BOMBAY-1 
23rd March, 1974 


to be a report of the 
proceedings of the 
General Meeting. (The 
full text of the Speech 
has been sent to all 
Shareholders.) 


THE DELHI CLOTH & 
GENERAL MILLS 
CO. LTD. 

NOTICE 

In terms of Rule 4A of the 
MRTP Rules, 1970, it is hereby 
notified that the Delhi Cloth & 
General Mills Co. I United, 
Bara Hindu Rao, Delhi-110006 
propose to make an applica¬ 
tion under Section 22 of the 
MRTP Act, 1969, to the Cent¬ 
ral Government in the De¬ 
partment of Company Affairs, 
New Delhi, in regard to its 
proposal lor the manufacture: 
of Mini-computer systems 1 
with an annual capacity 
of hundred systems and in¬ 
volving an estimated investment 
in land, building, development? 
plant and machinery of Rs. 14K^ 
lacs. 

Any person interested in the 
matter may, if he so dcsircs| 
intimalc to the Central Go 
vernment in the Department o 
Company Affairs, within 14f 
days of the publication hereof| 
his views with' regard to the^ 
proposal contained in this!" 
notice and also the nature of 
his interest therein. 
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RECORDS 

AND 

STATISTICS 


Ineome-tax rules 
for perquisites 

In piirsuanit oi' the announ¬ 
cement made by the Finance 
minister in his budget speech, 
the Central Board of Direct 
Taxes has made certain modi¬ 
fications in the Income-tax 
Rules relating to valuation of 
perquisites by way of free 
residential accommodation 
and motor cars provided to 
salaried taxpayers. Under 
the existing rule, the value of 
free residential accommoda¬ 
tion was ordinarily taken to 
be 10 per cent of the salary 
of the employee, if the accom¬ 
modation was unfurnished 
and 121 per cent of the salary, 
if the accommodation was fur- 
' nished. 

While the new rule docs not 
make any basic change in the 
valuation of unfurnished resi¬ 
dential accommodation, an 
important modification has 
been made for computing the 
perquisite value of furnished 
res i de nti a l aecom ni odat ion 
in the ease of employees in 
die private sector as also those 
employed by public sector 
undertakings. 

In such cases, the value of 
the perquisite will first be 
calculated as if the accommo¬ 
dation was unfurnished and the 
amount so calculated will be 
increased by an amount equal 
to 15 per cent of the original 
cost of the furniture (including 
refrigerators, television sets, 
radio sets, other household 
appliances and mr-condition- 
inn equipment i provided to 


the taxpayers by his employer. 
If such furniture is hired by 
the employer, the hire charges 
payable for the furniture will 
instead be taken into account. 

The value of the perquisite 
by way of a motor car provided 
by the employer for the private 
or personal purposes of the 
employee will be taken at Rs 
300 per month in the case of 
a small motor car and Rs 400 
per month if the horse power 
of the motor car exceeds 16 
or cubic capacity of the engine 
exceeds 1.88 litres. 

Under the existing rules, the 
value of the perquisite was 
taken at Rs 150 and Rs 250 
per month respectively. If 
the running and maintenance 
expenses of the motor car are 
borne by the employee, the 
value of the perquisite will 
be taken at Rs 100 per month 
and Rs 150 per month res¬ 
pectively, as against Rs 60 and 
Rs 100 pdf month at present. 

In cases where a chauffeur 
is also provided to run the 
motor car, the value of the 
perquisite will be increased by 
a further sum of Rs 150 per 
month. The value of the 
perquisite will be computed 
on this basis even in cases 
where no specific car is placed 
at the disposal of the employee 
hut he is allowed the use of 
one or more motor cars out 
of a pool of motor cars main¬ 
tained by the employer. 

The new rule will conic into 
force from April 2, 1974 and 
will accordingly apply for the 
purposes of computing the, 
salary income for deduction 
of tax at source during the 
financial year 1974-75 and for 
making assessments in Lhc case 


of salaried taxpayers for the 
assessment year 1975-76. 

Full text of the notification 
detailing the amendments is 
given below : 

In exercise of the powers 
conferred by section 295 of 
the Income-tax Act, 1961 
(43 of 1961), the Central Board 
of Direct Taxes hereby makes 
the following rules further to 
amend the Income-tax Rules, 
1962, namely : 

1. (1) These rules may be 
called the Income-tax (Amend¬ 
ment) Rules, 1974, 

(2) They shall conic into 
force on the 2nd day of April, 
1974. 

In rule 3 of the Income-tax 
Rules, 1962, for clauses ( a >, 
(6) and (c), the following clauses 
shall be substituted, namely : 

(a) The value of rent-free 
residential accommodation 
shall be determined on the 


basis provided hcreundei 
namely : 

(f) where the a,ccommoda 
tion (whether furnished o 
not) is provided by Oovettj 
ment to a person holding ? 
office or post in connectio; 
with the affairs of the Unioi 
or of a State, or is provide* 
by a body or undertaking unde 
the control of Government 
any officer of Govemmen 
whose services have been len 
to that body or undertake 
(the accommodation) itsel 
having been allotted to it b; 
Government the rent whici 
has been or would have beci 
determined as payable by suci 
person or officer in accordant 
with the rules framed by Gov 
eminent for allotment of resi 
dcnces to its officers; , 

(/r) where the accommoda 
tion is provided : 

(^/) by the Reserve Bank oi 
India, to any person emp¬ 
loyed by it; 

(b) by a corporation cstab- 
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lished by a Central, State or 
Provincial Act, or by a com¬ 
pany in which all the shares 
ire held (whether singly or 
lajcen together) by the Govera- 
' at or the Reserve Bank of 
' ndia or a corporation owned 
by that Bank, to any person 
employed by it; 

(c) by a body or undertak¬ 
ing, including a society regis¬ 
tered under the Societies Regis¬ 
tration Act, 1860 (21 of 1860), 
financed wholly or mainly by 
the Government, to any person 
employed by it; 

(d) by a company (not being 
a company referred to in sub¬ 
clause (ii) (b )) in which not 
less than 40 per cent of the 

shares are held (whether singly 
jA' taken together) by the 
^Government or the Reserve 
Bank of India or a corporation 
owned by that Bank, to any 
' officer of Government whose 
services have been lent to it 
or to any person employed by 
it after his retirement from 
the service of Government, an 
amount equal to : - 

(1) if the accommodation 
is .unfurnished, 10 per cent 
*Wihe salary due to such person 
or officer, as the case may be, 
in respect of the period during 
Which the said accommodation 
was occupied by him during 
the previous year; 

(2) if the accommodation 
is fqrnished, an amount cal- 

ygjr&ted in accordance with sub- 
clause (ii) (1) plus 15 per cent, 
per annum, of the original 
cost of the furniture (including 
television sets, radio sets, refri¬ 
gerators, other household ap¬ 
pliances and air-conditioning 
plant or equipment) or if such 
furniture is hired from a third 
party, the actual hire charges 
payable therefor; 

$ (Hi) in any other case,— 

(41) the value of rent-free 
residential accommodation 
which is not fttmished shall 
ordinarily be a sum equal to 
10^ per cent of the salary due 
vto the assessee in respect of 
k the period during which the 
said accommodation was 


occupied by him during the 
previous year: 

Provided that: 

(1) where the fair rental 
value of the accommodation 
is in excess of 20 per cent of 
the assessee's salary, the value 
of the perquisite shall be taken 
to be 10 per cent of the salary 
increased by a sum equal to 
the amount by which the fair 
rental value exceeds 20 per 
cent of the salary; so, however, 
that the Income-tax Officer 
may, having regard to 1 ' the 
nature of the accommodation, 
determine the sum by which 
10 per cent of the salary is to 
be increased, as a percentage 
(not exceeding 100 per cent) 
of the amount by which the 
fair rental value exceeds 20 
per cent of the salary; 

(2) where the assessee claims, 
and the Income-tax Officer 
is satisfied that the sum arrived 
at on the basis provided above 
exceeds the fair rental value of 
the accommodation, the value 
of the perquisite to the assessee 
shall be limited to such fair 
rental value; 

(B) where the accommo¬ 
dation is furnished, the value 
of rent-free residential accom¬ 
modation shall be the 
aggregate of the following sums, 
namely : 

(1) the lair rental value 
of the accommodation arrived 
at in accordance with the 
provisions of sub-clause (Hi) 
(A) as if the accommodation 
were not furnished; and 

i,2) the fair rent for the 
furniture (including television 
sets, radio sets, refrigerators, 
other household appliances 
and air-conditioning plant 
or equipment) calculated at 
15 per cent, per annum, of the 
original cost of such furniture 
or if such furniture is hired 
from a third party, the actual 
hire charges payable therefor. 

Explanation 1.—-“Salary” in¬ 
cludes the pay, allowances, 
bonus or commission pay¬ 
able monthly or otherwise, 


but does not include the follow¬ 
ing, namely: 

(i) dearness allowance or 
dearness pay unless it enters 
into the computation of super¬ 
annuation or retirement 
benefits of the assessee con¬ 
cerned; 

(H) employer’s contribu¬ 
tions to the provident fund 
account of the assessee; 

(Hi) allowances which are 
exempted from payment of 
tax; 

(iv) any allowance in the 
nature of an entertainment 
allowance, to the extent such 
allowance is deductible under 
clause (ii) of section 16. 

Explanation 2.—For the 
purposes of sub-clause (m), 
the fair rental value of acco¬ 
modation which is not fur¬ 
nished shall be the rent which 


a similar accommodation would 
realise in the same locality 
or the municipal valuation in 
respect of the accommodation, 
whichever is higher. 

(b) The value of residential 
accommodation provided at 
a concessional rent shall be 
determined as the sum by 
which the value computed in 
accordance with clause (a), as 
if the accommodation were 
provided free of rent, exceeds 
'the rent actually payable by 
the assessee for the period of 
his occupation during the 
relevant previous year. 

(c) (i) The value of a motor 
car provided by the employer 
for use by the assessee exclu¬ 
sively for his private or personat 
purposes shall be determined 
us the sum actually expended 
by the employer on the mainte¬ 
nance and running of the 
motor car during the relevant 
previous year (including remu¬ 
neration, if any, paid by the 
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employer to the ehauffcur)and, 
where the motor car is owned 
by the employer, as the aggre¬ 
gate or such sunt and the 
amount representing the nor¬ 
mal wear and tear of the motor 
car; 

(//) the value of a motor car 
provided by the employer for 
use by the asscsscc partly in 
the performance of his duties 
and partly for his private or 
persona) purposes shall be 
determined to be a sum equal 
to that part of the amount 
actually expended by the 
employer on the maintenance 
and running of the motor car 
during the relevant previous 
year (including remuneration, 
if any, paid by the employe! 
to the chauffeur) which can 
reasonably be attributed to 
the user of the motor car by 
the assessee for his private or 
personal purposes or, where 
she motor car is owned by the 
employer, the aggregate of 
such sum and of a sum equal 
to that part of the amount 
representing the normal wear 
and tear of the motor car which 
can reasonably be attributed 
to the user of the motor car 
by the assessee lor his private 
or personal purposes; so, how¬ 
ever, that where a determi¬ 
nation on the basis mention¬ 
ed above presents difficulty, 
the value of the perquisite 
may he determined on the 
basis provided in the table 
alongside 

Provided that where a 
chauffeur is also provided to 
run the motor car, the value 
of the perquisite as calculated 
in accordance with this Table 
shall be increased by a sum of 
Rs. 150 per month. 

(Hi) where one or more 
motor cars ate owned or hired 
by the employer of the assessee 


and the assessee is allowed the 
use of such motor cars (other¬ 
wise than wholly and exclu¬ 
sively jn the performance of 
his duties), an amount calcu¬ 
lated in accordance with the 
Table under sub-clause (//) 
and the proviso thereto, as if 
the assessee had been provided 
one motorcar for use partly 
in the performance of his 
duties and partly for his 
private or personal purposes; 


Provided that where two or 
more motor cars are allowed 
to be so used and the h.p. 
rating of any one of such 
motor cars exceeds 16 or the 
cubic capacity of the engine 
of any one of such motor cars 
exceeds 1.88 litres, the assessee 
shall be deemed to have been 
provided by the cmployei 
with one motor car of h.p. 
rating exceeding 16 : 

Provided further that where 
two or more motor cars are 
allowed to be so used and a 
chauffeur is also provided to 
run any such motor car, the 
value of the perquisite so 
calculated shall be increased 
by a sum of Rs 150 per month, 


use of, or allowed to be used 
by the assessee (otherwise 
than wholly and exclusively in 
the performance of his duties) 
at a concessional rate shall be 
determined as the sum by 
which the value computed in 
accordance with the foregoing 
provisions of this clause ex¬ 
ceeds the amount actually 
payable by the assessee for the 
use of such motor car or motor 
cars for the period of use 
during the relevant previous 
year; 

07) the value of the free 
use by the assessee of any 
other type of conveyance pro¬ 


vided by the employer shall b 
determined as so much ofth 
sum actually expended by th 
employer on the maintcnanc 
and running of the comfe 
ance during the relevant p« 
vious year, and where th 
conveyance, is owned by th 
employer, as so much of th 
aggregate of such sum and th 
amount representing the norm; 
wear and tear of the convc 
yance, as in the opinion o 
the Income-tax Officer, cai 
reasonably the attributed* 1< 
the user by the assessee, otrtei 
wise than wholly and exclu 
sivcly in the performance o 
his duties.' 


Tabix 


Value of perquisite per 
calender month 


Where the h.p. 
rating of the 
car docs not 
exceed 16 or 
the cubic ca¬ 
pacity oft he 
engine does 
not exceed 
1.88 litres 


Where the h.p, 
rating of the 
car exceeds If 
or the cubic 
capacity 
the engine* 
exceeds 1.88 
litres 


(/r) where the assessee owns 
a motor car but the actual 
running or maintenance charg¬ 
es (including remuneration of 
the chauffeur, if any) are met, 
or re-imbursed to him, by the 
employer, the value of the 
perquisite to the assessee shall 
be determined as the sum 
actually expended by the emp¬ 
loyer which, in the opinion 
of the Income-tax Officer, can 
reasonably be attributed to 
the user of the car by the 
asscsscc otherwise than wholly 
and exclusively in the perfor¬ 
mance of his duties; 

(r) the value of a motor car 
or motor cars provided for the 


1 


1. Where the motor car is 
owned or hired by the em¬ 
ployer and all the expenses 
on maintenance and run¬ 
ning are met or re-imbursed 
to the assesses by the emp¬ 
loyer 

2. Where the motor car is 
owned or hired by the em¬ 
ployer but the expenses on 
maintenance and running 
for the assessee’s private or 
personal purposes arc not 
by the assessee. 


2 3 


300 400 


100 ISO 
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Wholesale 

prices 

The Oiticial wholesale prices 
as measured by the official in¬ 
dex (with the year ended March 
1962 as 100) moved up by 0.8 
per cent to 262.1 during De¬ 
cember, 1973 when compared 
to 260.0 for November, 1973. 
Almost all the constitutent 
groups (except food articles 
.and fuel, power light and 
/lubricants) contributed to this 
increase. The increase in dif¬ 
ferent groups was as follows: 
liquor and tobacco (-(-0.6 per 
cent to 251.8), industrial raw 
materials (-(-3.2 per cent to 
$07.6), chemicals <-(-0.7 per 
cent to 216.0), machinery and 
transport equipment (+3.3 
per cent to 187.7) and manu¬ 
factures <-(-0.9 per cent to 
216.5). The indices for food 
articles (—0.1 per cent to 
300.8) and fuel, power, light 
and lubricants (—0.5 per cent 
to 234.9) however, declined. 

Food Articles 

^ The sub-group index for 
Recreate' receded by 0,4 per 
cent to 277.8 due to a fall in 
the prices of rice notwithstand¬ 
ing an increase in the prices 
of wlieat, jo war, bajra, maize 
and ragi. Lower prices of all 
the pulses (except masur which 
moved up) brought down the 
sub-group index tor ‘pulses' 
fey 2.1 per cent to 429.9. 
Consequently the index for 
‘foodgrains’ declined by 0.8 
per cent to 305.4 A fall of 3.1 
per cent to 282.7 to the sub¬ 
group index for ‘fruits and 
vegetables'* was caused by 
lower prices of potatoes, onions 
and bananas. The prices of 
oranges and cashewnuts, how¬ 
ever, advanced. 

The sub-group index for 
'milk and milk products* 
drifted lower by 1.6 per 
cent to 290.4 due to a fall 
in the prices of milk and ghee 
although the prices of butter 
wpnt up. Higher prices of all 
, the edible oils (except vanaspati 
which declined) raised the sub¬ 
group index for 'edible oils’ 


by 3.6 per cent to 348.2, A 
substantial rise of 8.8 percent 
in the index for Mish, eggs and 
meat’ was brought about by an 
advance in the prices of eggs, 
fish and meat. The sub-group 
index for ‘sugar and allied 
products’ fell by 2.9 per cent 
to 284.3 due to a decline in the 
prices ofgur although the pric¬ 
es of sugar, khandsari and con¬ 
fectionery advanced. Lower 
prices of spices and condi¬ 


ments brought down the sub¬ 
group index for 'other food 
articles’ by 0.1 per cent to 
208.2. However, the prices of 
coffee, salt and processed food 
moved up. 

Liquor and Tobacco 

The index for this group 
moved by 0.6 per cent to 251.8 
due to an increase in the pric¬ 
es of raw tobacco. 


Fuel, Power, Light and 
Lubricants 

The index for this gtoup 
receded by 0.5 per cent to 234.9 
owing to a fall in the prices of 
petrol. The prices of lubricat¬ 
ing oil and castor oil, how¬ 
ever, moved up. 

Industrial Raw Materials 

Prices of hemp raw, wool raw 
and silk raw moved up while 


Index Numbers of Wholesale Prices by Groups and Sub-Groups 

(Base 1961-62«I00) 


Percentage of rise 
( |-) or fall (—) in 


Groups & Sub-Groups 

Dec. 73 

Nov. 73 

Dec. 72 - 

Dec. 

Nov. 

'73 

73 1 

Dec. 73 

Dec. 72 

Food Articles 

300.8 

30 J. 2 

244.0 

_ 

-0.1 


1-23.3 

Foodgrains 

305.4 

308.0 

251.7 

- 

0.8 

- 

-21.3 

Cereals 

277.8 

278.9 

228.3 

— 

0.4 


•21.7 

Pulses 

429.9 

439.0 

357.1 

-- 

•2. J 

- 

-20.4 

Fruits & vegetables 

282.7 

291.7 

210.9 

— 

■3.1 

- 

( 34.0 

Milk & milk products 

290.4 

295.1 

226.4 

- 

1.6 

- 

-28.3 

Edible oils 

348.2 

336.1 

247.9 

-1-3.6 


40.5 

Fish, eggs & meat 

439.3 

403.8 

291.6 

-4-8.8 


-50.7 

Sugar allied products 

284.3 

292.8 

286,6 


-2.9 


-D.8 

Others 

208.2 

210,3 

166.9 

... 

-1.0 

4-24.7 

Liquor & Tobacco 

251.8 

250.3 

239.6 

-4-0.6 


•1-5.1 

Fuel, Power, Light & Lubricants 

234.9 

236 0 

181.4 

- 

-0.5 

•f 29.5 

Industrial Raw Materials 

307.6 

298.1 

217.9 

i 

[ 3.2 

•1 

1-41.2 

Fibres 

232.5 

232.6 

178.5 


_.. 

-1 

1-30.3 

Oilseeds 

388.6 

370.0 

253.9 

! 

| 5.0 


1-53.1 

Minerals 

145.0 

145.0 

139.1 


— 


+ 4.2 

Others 

28.3.0 

275.8 

218.6 


b2.6 

4 29.5 

Chemicals 

216.0 

214.6 

202.0 

-1 

-0.7 


4-6.9 

Machinery & Transport Equipment 

187.7 

181.7 

169.6 


1-3.3 


1-10.7 

Electrical machinery 

184.4 

182.9 

171.4 


0.8 


-(■7.6 

Non-electrical machinery 

208.4 

197.2 

180.6 


-0.6 

4-15.4 

Transport equipment 

' 153.2 

152.7 

148.1 

\ 

•0.3 


+3-4 

Manufactures 

216.5 

214.5 

178.1 


b 0.9 


-21.6 

Intermediate Products 

289.8 

289.7 

217.1 


Nil 

- 

-33,5 

Finished Products 

198.8 

196.3 

168.6 


1-1.3 


-17.9 

Textiles 

195.5 

195.0 

167.8 

1 

0.3 


-16.5 

Cotton manufactures 

191.2 

189.9 

165.9 

•1 

l 0.7 

■■ 

-15.3 

Jute manufactures 

204.4 

201.9 

182.0 


1 »-2 


-12.3 

Silk & rayon manufactures 

166.0 

181.1 

126.8 

- 

-8.3 


-30.9 

Woollen manufactures 

324.7 

324.7 

212.0 


Nil 

* 

-53.2 

Coir mats & mattings 

201.4 

201.4 

187.8 


Nil 


+7.2 

Metal products 

246.9 

243.5 

199.3 

-1 

1 1.4 

- 

-23.9 

Non-metallic products 

193.5 

193.1 

161.6 

4-0.2 

** 

-19.7 

Chemical products 

175.3 

173.0 

156.5 

4-1.3 

- 

■12.0 

Leather products (shoes) 

110.6 

107.3 

100.1 

- 

1-3.1 


-10.5 

Rubber products 

16.3.5 

163.5 

159.3 


Nil 


+2.6 

Paper products 

151.8 

149.5 

137.3 

4-1.5 

■! 

[-10.6 

Oilcakes 

.366.8 

328.2 

253,9 

4-11.K 


(-44.5 

Miscellaneous products 

133.8 

132,9 

124.4 


\ 0.7 


(-7.6 

All Commodities 

262.1 

260.0 

211.4 

-■ 

1-0.8 

- 

(-24.0 


Source : Office of the Economic Adviser to the Government oflndia, Ministry of Industrial Develop¬ 
ment. 
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those of cotton raw, jure raw 
and mesta am! coir fibre declin¬ 
ed and consequently the sub¬ 
group index for 'fibres' remain¬ 
ed almost unchanged at its 
earlier month’s level of 232.5. 

Higher prices of all the oil¬ 
seeds (except cottonseed which 
declined) raised the sub-group 
index for 'oilseeds’ by 5.0 psr 
cent to 388.6. 'minerals 1 stood 
stationary at its previous 
month’s level of 145.0, En¬ 
hanced prices of tanning mate¬ 
rials .and lac pushed up the 
index for 'other industrial raw 
materials’ by 2.6 per cent to 
283.0. However, the prices of 
raw hides and raw skins de¬ 
clined. 

Chemicals 

The index for this group ad¬ 
vanced by 0.7 per cent to 216.0 
owing to an increase m the 
prices of sodium hydrosulphite 
and copper sulphate. 


Machinery & Transport 
Equipment 

The sub-group index for 
‘electrical machinery’ rose by 
0,8 per cent to 184.4. The 
index for ‘non-electrical ma¬ 
chinery 1 also advanced by 0.6 
per cent to 208.4 due to a rise 
in the prices of tools and imple¬ 
ments, machinery other than 
electric, textile stores and 
beltings. The sub-group index 
for ‘transport equipment’ mov¬ 
ed up by 0.3 per cent to 153.2 
owing to an advance in the 
prices of cycles. 

Manufactures 

Manufactures group compris¬ 
ing of (a) intermediate products 
and finished products advanced 
by 0,9 per cent to 216.5 

Intermediate Products 

Prices of zinc, brass sheets, 
copper sheets, tin lead and lin¬ 
seed oil moved up while those 
of cotton yarn, rayon yarn, 
coir yam and leather came 


down and consequently the 
index for ‘intermediate pro¬ 
ducts’ worked out to 289.8 
as against 289,7 for the previ¬ 
ous month. 

Finished Products 

The sub-group index for 
‘textiles’ moved up by 0,3 per 
cent to 195.5 due to an increase 
in the prices of jute manufac¬ 
tures (+1.2 per cent to 204.4) 
and cotton manufactures 
(-f0.7 per cent to 191.2). 
However, the prices of silk 
and rayon manufactures (—8.3 
per cent to 166.0) declined. The 
indices for woollen manufac¬ 
tures and coir mats and mat¬ 
tings remained unchanged at 
their earlier month’s level of 
324.7 and 201.4 respectively. 

Metal products rose by 1.4 
per cent to 246.9 due to an in¬ 
crease in the prices of iron and 
steel and steel manufactures 
and cutlery and hardware al¬ 
though the prices of aluminium 
utensils receded. The sub-group 


index for non-metailic products 
also went up by 0. i per cent to 
193,5 due to a rise in the prices 
of glass manufactures. Higher 
prices of fertilizers, soap, paints 
& varnishes, dyeing material* 
toilet requisites, essential oili 
and insecticides raised the index 
for ‘chemical products’ by 
1.3 per cent to 175:3. The sub¬ 
group index for ‘leather pro¬ 
ducts’ advanced by 3.1 per 
cent to 110.6. “Rubber pro¬ 
ducts” stood stationery at its 
previous month’s level of 163.5 
The sub-group index for ‘paper 
products' moved up by 1.5 
per cent to 151.8, ‘Oilcakes’ 
advanced sharply by 11.8 par 
cent to 366.8. The sub-group^ 
index for ‘miscellaneous pro¬ 
ducts’ also moved up by 0,7 
per cent to 133.8 due to an 
increase in the prices of lamps 
and lanterns. On the whole, rfS®, 
index for ‘finished products’ 
advanced by 1.3 per cent to 
198.8 during the month under 
review. 


(Base: 1970-71^100) 


Index Numbers of Security Prices -All India 


1973 


Week ended Mar. 31* 


Government and semi-government securities 98.8 

Government of India 98.4 

State governments 99.9 

Semi-government institutions 100.6 

Debentures 97.7 

Prefrence shares 93.7 

Ordinary shares 103.1 

Tea plantations 97.3 

Colton textiles 104.4 

Jute textiles 106.4 

Silk, woollen and rayon textiles 120.3 

Iron and steel 55.3 

Aluminium 72.4 

Transport equipment 84.6 

Electrical machinery, apparatus, appliances, etc. 112.0 

Chemical fort iUsers 140.2 

Other basic industrial chemicals 110.6 

Cement 96.1 

Paper and paper products 106.8 

Rubber and rubber products 90.6 

Electricity general ion and supply 78.9 

Shipping 110.5 ' 


’Relates to the last week of the month. 

BASTBRN ECONOMIST 680 


1974 


Feb. 2 

Feb. 9 

Feb. 16 

Feb 23 

Mar i' 1 

98.8 

98.8 

98.8 

98.8 

98.8 

94.4 

98.4 

98.4 

98.4 

98.4 

99.8 

99.8 

99.8 

99.8 

‘ 99.8 

100.8 

100.8 

100.8 

100.8 

100.8 

97.1 

97.0 

97 .'l 

97.1 

97.1 . 

94.3 

94.2 

94.2 

94.2 

94.2 

117.3 

119.2 

121.3 

122.5 

i:4ute 

96.2 

96.6 

97.6 

97.8 

99.4 

141.4 

145.5 

149.9 

151.9 

154.3 

152.3 

154.0 

161.9 

167.3 

179.0 

135.1 

137.3 

139.4 

140.6 

143.9 

62.0 

61.9 

62.3 

63.7 

70.1 

75.0 

75.9 

76.5 

77.4 

80.5 

‘Ml. 7 

91.1 

94.3 

94.5 

96.1 

124.5 

126.1 

126.5 

127.2 

129.1 

172.4 

175.2 

179.2 

185.2 

189.9 

117.3 

118.9 

120.9 

122.1 

125. U 

101.4 

103.0 

103.8 

105.1 

106 J 

139.3 

143.1 

148.0 

148.7 

153. f 

109.7 

111.5 

113.2 

113.7 

115.6 

84.5 

85.1 

85.9 

85.6 

85.8 

123.5 

130.4 

132.3 

132.9 

137.4 


Source: Reserve Bank of India* 
MARCH 29,1974 




Reserve ftuk of India 


Scheduled Commercial Baalu 


March 1, 
1974 


Jhaan Department 
"Notes held in bank¬ 
ing department 24,38 
flutes in circulation . 5,998,81 
Tptal notes issued 6,023,19 
Gold coin and bullion 182,53 
Foreign securities 101,74 
Rupee coin 8,59 

Ooverument of In¬ 
dia rupee securities 5,730,33 

Basking Department 

Deposits of central 
'^government 63,66 

>,deposits of state go¬ 
vernments 12,57 

Deposits',pf banks 676,46 

Other deposits 125,77 

Other liabilities 1,346,11 

• jlbtal liabilities or 

assets 2,224,57 

Notes and coins 24,54 

Balances held abroad 359,53 

leans and Advances to: 

State governments 195,94 

Scheduled commer¬ 
cial banks 306,26 

State co-operative 
banks 351,93 

Other loans and ad¬ 
vances 196,15 

f k Purchased and Discounted 
ernal 210,81 

vernment treasury 
bills 363,86 

Investments 134,96 

Other assets 80,59 


Week ended 


(Rs lakhs) 


A week 

A month 
ago 

A year 
_ ago 

21,19 

5,973,34 

5,994,53 

182,53 

101,74 

9,94 

20,82 

5,819,14 

5,839,96 

182,53 

101,74 

10,37 

24,87 

5,158,43 

5,183,30 

182,53 

171,65 

9,77 

5,700,33 

5,545,32 

4,819,34 

59,70 

50,89 

50,63 

10,77 

721,44 

117,17 

1,335,95 

19,11 

772,45 

73,59 

1,330,30 

13,94 

286,42 

75,66 

1,123,07 

2,245,63 

21,25 

330,16 

2,246,35 

20,91 

245.41 

1,549,73 

24,96 

190,05 

167,27 

174,37 

166,99 

310,25 

292,37 

152,24 

354,73 

364,22 

351,73 

194,66 

192,72 

111,24 

200,86 

159,30 

10,30 

346,14 

241,58 

78,73 

257,35 

464,95 

77,76 

106,53 
384,89 
50,9 i 


March, 

1974 


1. Demand deposits 

4,239,67 

2. Time deposits 

5.830,99 

3. Aggregate de¬ 
posits 

10,070,66 

4. Borrowings from 
Reserve Bank 

306,27 

5. Cash 

249,31 

6. Balances with 
Reserve Bank 

660,86 

7. Cash and Ba¬ 
lances with 
Reserve Bank 

910,17 

8. Investment in 
government se- 
cprities 

2,363,39 

9. Advances 

5,765,22 

10. Inland bills pur¬ 
chased and dis¬ 
counted 

953,75 

11. Foreign bills 
purchased and 
discounted 

343,25 

12. Total bank cre¬ 
dit 

7,062,22 

13. Percentage of: 

(7)to (3) 

9.04 

(8) to (3) 

23.47 

(12) to (3) 

70.13 


(Rs laikhs) 


A week 

A month 

A year 

ago 

ago 

ago 

4,228,08 

4,199,94 

3,625,06 

5,830,83 

5,867,40 

4.841,21 

10,058,91 

10,067,34 

8,466,27 

310,25 

292,37 

152,24 

246,40 

240,09 

244, H 

703,58 

755,38 

268,89 

950,08 

995,47 

513,00 

2,366,12 

2,367,45 

2,128,32 

5,789,67 

5,737,53 

4,858,94 

945,10 

908,27 

846,82 

349,67 

356,85 

229,47 

7,084,65 

7,002,65 

5,952,23 

9.45 

9.89 

6.06 

23.52 

23.52 

25.14 

70.43 

69.56 

70.31 


Source: Reserve Bank of India 
(Rs crores) 


Money Supply with the Public 
1973 

'Feb. 23 "janT2T 


1974** 

Feb. I Feb. 8" lFeb'T5 "Feb. 22 


Money supply with the Public 
Currency with the public 
Other deposits with the Reserve Bank 
Bank money 

Factors Affecting Money Supply (I+2+3-(-4—5—6) 

1. Net bank credit to government sector 

(a) Reserve Bank's credit to government sector 

(b) Bank’s credit to government sector 
; 2v Net bank credit to commercial sector 

f f which banks* net credit to commercial sector (a—b) 
(a) Claims on commercial sector 
(b) Non-monetary liabilities of banks 

3. Net foreign exchange assets of banking sector 

4. Government's net currency liabilities to the public 

5. Net non-monetary liabilities of the Reserve Bank 
^Res idual_ 




•■"Provisional. *Excluding Reserve Bank 


9,008 

10,334 

10,358 

10,487 

10,530 

10,599 

5,251 

5,987 

6,010 

6,112 

6,182 

6,169 

43 

39 

37 

34 

35 

81 

3,714 

4,308 

4,311 

4,341 

4,313 

4,349 

7,475 

8,765 

8,742 

8,779 

8,784 

8,749 

5,258 

6,294 

6,284 

6,311 

6,321 

6,291 

2,217 

2,462 

2,458 

2,468 

2,463 

2,458 

2,326 

2,435 

2,508 

2,584 

2,651 

2,687 

2,111 

2,001 

2,057 

2,119 

2,164 

2,188 

7,191 

8,211 

8,231 

8.258 

8,308 

8,316 

5,080 

6,210 

6,174 

6,139 

6,144 

6,128 

553 

527 

536 

545 

544 

620 

450 

476 

477 

479 

479 

488 

1,104 

1,265 

1,326 

1,326 

1,307 

1,331 

692 

595 

579 

574 

621 

614 


Source: Reserve Bank of India. 
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Coneumer Price Index Numbers for Industrial Workers 


Centre 


1965- 1967- 1968- 1969- 1970- 19?1- 1972- 1972 
66 68 69 70 7J... 72 73. - 

Nov. May June July Aug: Sept. Ckst. £ 


All-India 


An-Inclla 

Ahmedabad 

Alwaye 

Asansol 

Bangalore 

Bhavnagar 

Bombay 

Calcutta 

Coimbatore 

Delhi 

Digboi 

Gwalior 

Howrah, 

Hyderabad 

Jamshedpur 

Madras 

Madurai 

Monghyr 

Mtmdakayam 

Nagpur 

Saharanpur 

Sbolapur 


(Base: 1949-100) m 

169 213 .212 215 226 233 251 295 

(Base: )960»100) 


300 301 309 




174 

177 

186 

192 

207 

2)0 ' 

226 

233 

243 

247 ' 

248 

254 

r 

4' 

130 

168 

165 

169 

176 

151 

198 

200 

224 

230 

236 

233., 

242 

243 

, * 
•A 

145 

183 

198 

197 

198 

20 2 

215 

218 

239 

260 

276 

287 ” 

273 

273; 

'7 

140 

168 

176 

178 

189 

194 

206 

209 

222 

226 

234 

241 

244 

255 ■ 

& 

144 

172 

180 

183 

186 

194 

212 

219 

243 

.247 

250 

258 

275 

275, 


132 

173 

176 

178 

186 

194 

217 

219 

258 

256 

266 

265 

266 

277 V;, 

'* 

130 

162 

167 

175 

182 

190 

203 

202 

225“. 

230 

235 

227 , 

226 

228., 

% 

131 

163 

170 

172 

182 

J87 

197 

205 

211 

213 

,217 

WHO 

220 

222 

%■) 

if 

«v. 

132 

151 

147 

154 

163 

177 

189 

192 

201 

204 

211 

212 

j\4 , 


136 

172 

178 

185 

199 

211 

222 

222 

241 

250 

256 

2S9 

264 

ill'- 

f, 

138 

198 

185 

180 

189 

188 

198 

199 

2(6 

,222 

232 

232 

230 

230 

* 

139 

191 

179 

184 

191 

197 

214 

214 

244 

249 

263 

265 

25* 

272 


137 

178 

181 

176 

186' 

191 

206 

211 

218 

219 

229 

225 

234 

249 

' 1' 

140 

167 

173 

185 

189 

195 

211 

216 

239 

i.205" 

255 

253 

247 

249 

2 

136 

183 

171 

170 

183 

187 

202 

207 

224 

229 

258 

249 

244 

254 

4 

134 

151 

150 

160 

170 

182 

203 

207 

217 

221 

226 

226 

224 

226 

* 

4 

128 

146 

148 

162 

183 

193 

206 

210 

218 

221 

228 

231 

237 

237 

„2 

151 

215 

185 

188 

203., 

204 

225 

229 

255 

256 

264 

264 

278 

298 


138 

(38 

173 

186 

191 

197 

199 

210 

213 

237 

253, 

267 

279 

269 

266 

* ' 

164 

166 

176 

187 

192 

203 

205 

217 

220 

259 

260 

261 

260 


141 

188 

176 

181 

186 

196 

213 

210 

228 

232 

241 

246 

243 

256 


128 

165 

167 

176 

185,. 

J98 

216 

224 

248 

259 

281 

275 

281. 

279,. 

, 


Source: Labour Bureau, Govt, of In 


Consumer Price Index Numbers for Urban Non-Manual Employees 


(Base: 1960-IG0J 


..— ■WP* 1 -»■■■«" ----- 

Centre 

1965- 

66 

1967- 

68 

1968- 

69 

1969- 

70 

1970- 

71 

1971- 

72 

1972- 

73 

1972 

Sept. 

ApL 

« 

May 

1973 

June 

July 

Aug. 


All-India 

132 

159 

161 

167' 

174 

180 

192 

193 

202 

207 

211 

216 

218 

X 

Bombay 

132 

153 

156 

162 

168 

172 

183 

180 

195 

201 

206 

208 

202 

4 

Delhi-New Delhi 

131 

154 

162 

168 

174 

180 

190 

190 

J95 

198 

20$ 

208 

215 

2] 

Calcutta 

126 

152 

156 

162 

170 

174 

ISO 

183 

184 

189 

193 

197 

199 

3M 

Madras 

133 

154 

154 

161 

175 

188 

204 

202 

214 

218 

222 

224 

228 


Hyderabad-Sccundcrabad 

133 

155 

159 

167 

174 

180 

195 

194 

208 

218 

216 

220 

222 

1 

Bangalore 

133 

156 

160 

164 

172 

180 

194 

191 

212 

212 

215 

220 

223 1 

T 

Lucknow 

132 

159 

156 

161 

166 

J74 

185 

186 

192 

m 

202 

207 

215 

2 

Ahmedabad 

J31 

160 

162 

168 

171 

17.1 

188 

184 

205 

212 

218 

221' 

215 

■ u 

Jaipur 

133' 

. 162 

168 

176 

183 

188 

205 

207 

216 

221 

227 

233 

246 


Patna 

J39 

170 

174 

180 

191 

190 

199 

200 

205 

209 

216 

219 

224 

22 

Srinagar 

134 

160 

167 

174 

184 

191 

200 

201 

204 

205 

*506 

209 

213 

21 

Trivandrum 

131 

165 

168 

172 

178 

183 

198 

197 

208 

213 

218 

225 

230 

22 

Cultuck-Bhu buneswar 

142 

164 

167 

169 

176 

184 

196 

198 

200 

206 

208 

214 

216 

21 

Bhopal 

133 

166 

166 

172 

180 

188 

204 

208 

213 

215 

224 

233 

237 

24 

Chandigarh 

129 

155 

164 

17( 


183 

194 

198 

198 

200 

206 

209 

217. 

•‘■'1 

Shillong 

123 

155 

163 

164 

'166 

175 

183 

184 

193 

191 

196 

202 

208 

' '4 


Source: C.S.O. 
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